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1 Introduction 

Our inquiry 

1. The Civil Aviation Authority (CAA) is the independent regulator for civil aviation in the 
UK. It was set up in 1972 as a public corporation responsible for: 

economic regulation of the aviation industry; 

air safety regulation; 

airspace regulation; and  

aviation consumer protection.  

In addition, the CAA advises the Government on aviation issues, produces statistical data 
and provides specialist services.1 The specific objectives and functions of the CAA are set 
out in the Civil Aviation Act 1982, the Airports Act 1986, the Transport Act 2000 and the 
directions given under section 66 of the Transport Act 2000.2 

2. In October 2005, we announced that we intended to undertake an inquiry into the work 
of the CAA.3 We sought to consider the full scope of the CAA’s operations other than its 
involvement in the financial protection of air travellers—which we had previously looked 
at.4 More specifically, we intended to consider: 

the remit, structure and powers of the CAA; 

the performance of the CAA in relation to its statutory objectives and functions; 

the effectiveness and efficiency of the CAA’s regulatory framework; 

the effectiveness and efficiency of the CAA in the general discharge of its duties; 
and 

of the CAA. 

We received memoranda from 64 organisations and individuals and a list of those giving 

throughout this inquiry by the Scrutiny Unit and by our specialist advisers: Mr Peter 
Morrell, Director of Research at Cranfield University’s School of Engineering, and Mr 
Peter Vass, Senior Lecturer at the University of Bath’s School of Management.  

 
1 Corporate information, http://www.caa.co.uk 

2 Department for Transport, Sponsorship Statement for the Civil Aviation Authority, para 2.1 

3 “The work of the Civil Aviation Authority”, Transport Committee press release, Press Notice 9 Session 2005–06, 13 
October 2005 

4 See Transport Committee, Second Report of Session 2005–06, Financial Protection for Air Travellers: Second Report 
Abandoning Effective Protection, HC 636. 

oral evidence is provided on page 68. We are grateful for the assistance provided 

the effect of growing international and European Union co-operation on the work 
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3. The civil aviation sector has grown substantially in size since the establishment of the 
CAA: between 1972 and 2005, the number of civil air traffic movements at UK airports 
increased from 0.7 million to 2.3 million, while the number of passengers travelling to and 
from UK airports rose from 57 million to 228 million.5 The remit of the CAA has also 
changed somewhat in recent years, particularly following the privatisation and separation 
from the CAA of National Air Traffic Services (NATS) in 2001 and the establishment of 
the European Aviation Safety Agency (EASA) in 2003. The Government’s recent Air 
Transport White Paper also has significant implications for aviation.6 

4. The Sponsorship Statement for the CAA, first formulated in 2002, includes a duty for 
the Department for Transport and the CAA to review critically the CAA at unspecified 
intervals to examine the continuing need for the CAA’s regulatory activity and the extent 
to which its functions, could be more effectively undertaken in other ways, as well as 
considering the efficiency and effectiveness with which the CAA carries out its functions 
and uses its resources.7 We were unable to identify such a critical review having ever taken 
place. The Chairman of the CAA, Sir Roy McNulty, explained to us that, while the CAA 
undertook an annual review process, a more in-depth consideration of whether its 
statutory framework remained appropriate had not been embarked upon.8 We were 
further told by the Department that, while a strategic review of the CAA’s role might 
happen in time, particularly in reaction to the current change in the regulatory framework 
in the EU, it had no specific plans to undertake this in the immediate future.9 

5. The aviation sector has undergone significant changes since the creation of the CAA, but 
there have been few adjustments to the CAA’s framework. The Government has been 
negligent in its failure to undertake strategic reviews of the role, remit and objectives of 
the CAA as required by the Sponsorship Statement. We recommend that the 
Department for Transport carry out a root and branch review to examine the 
continuing need for the CAA and the extent to which its functions could be more 
effectively undertaken in other ways. We expect the Department to carry out a similar 
review at least once every ten years. 

6. While operating generally well against its remit, our inquiry identified a number of 
challenges for the CAA resulting from the ongoing development of the UK aviation sector. 
The CAA must modify its role and its structure due to the transfer of responsibilities to 
EASA, for example. However, the present inability of EASA to satisfactorily undertake 
many of these responsibilities complicates the situation and makes it vital that the CAA 
does not relinquish control of any aspect of safety regulation in the UK prior to EASA 
achieving a suitable standard of operability. In addition, the overall expansion in the 
market means that the CAA must serve, communicate with and be accountable to, an 

 
5 Department for Transport, Transport Statistics: Great Britain 2004, Table 2.1; Civil Aviation Authority, UK Airport 

Statistics 2005, Tables 2.3 & 13.2 

6 The Government’s White Paper, The Future of Air Transport, published in December 2003, set out a strategic 
framework for the development of airport capacity in the UK over the next 30 years, designed to inform decisions 
on future planning applications. Commitments in the White Paper to sustainable aviation and the protection of 
passenger interests, were included in the Civil Aviation Bill, introduced in the House of Commons on 9 June 2005.  

7 Department for Transport, Sponsorship Statement for the Civil Aviation Authority, para 6.4 

8 Q 5 

9 Q 590 
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increasing number of regulated organisations and interested parties. In particular, the CAA 
faces growing calls to give regard to the concerns of the general aviation sector and 
environmental groups.  
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2 Management of the CAA 

Appropriateness of the CAA’s structure 

Remit of the CAA 

7. The CAA has a statutory regulatory role and set of responsibilities. The Department for 
Transport’s Sponsorship Statement for the CAA specifies the framework within which the 
CAA must operate, along with the relationship it will have with the Secretary of State, any 
financial conditions and other guidance relevant to the exercise of its functions, and the 
mechanisms by which it will be held to account.10 Box 1 summarises the statutory 
objectives and functions of the CAA. 

Box 1: Statutory objectives and functions of the CAA 

The CAA’s objectives 
 
The CAA is required to perform its functions in the manner it considers best calculated: 
 

to secure that British airlines provide air transport services which satisfy all substantial 
categories of public demand (so far as British airlines may reasonably be expected to provide 
such services) at the lowest charges consistent with a high standard of safety in operating the 
services and an economic return to efficient operators on the sums invested in providing the 
services and with securing the sound development of the civil air transport industry of the 
United Kingdom; and 

 
to further the reasonable interests of users of air transport services. 

 
The CAA’s functions 
 
The CAA’s main statutory functions are: 
 

regulating civil aviation safety; 
 

advising and assisting the Secretary of State on all civil aviation matters; 
 

determining policy for the use of UK airspace so as to meet the needs of all users, having 
regard for national security, economic and environmental factors, while maintaining a high 
standard of safety; 

 
economic regulation of the designated airports and of the provision of air traffic services, 
licensing and financial fitness of airlines; and 

 
licensing of air travel organisers. 

 

Source: Department for Transport, Sponsorship Statement for the Civil Aviation Authority, paras 2.2–2.3 

8. The CAA is accountable to Parliament through the Secretary of State for Transport. The 
Secretary of State, in consultation where appropriate with the Secretary of State for 
Defence, is responsible for setting the policy framework for the CAA, agreeing its overall 

 
10 Department for Transport, Sponsorship Statement for the Civil Aviation Authority, para 1.1 
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priorities and objectives each year and monitoring its performance in relation to those 
agreed objectives.11  

Governance of the CAA 

9. The CAA is run by its Board, and has a group director and a policy committee for each 
of its major specific responsibilities—airspace policy, safety regulation, economic 
regulation and consumer protection. Members of the Board are appointed by the Secretary 
of State for Transport, generally following open competition and in consultation with the 
Chairman of the CAA. Board members are responsible for all aspects of the CAA's 
organisation and performance, subject to objectives set by the Department for Transport 
for the Chairman and executive directors.12  

Structure of the CAA 

10. The Civil Aviation Authority is organised into four groups, reflecting its major 
responsibilities:  

The Safety Regulation Group is tasked with ensuring that high safety standards for 
UK civil aviation are set and achieved in a co-operative and cost-effective manner. 
It must satisfy itself that: aircraft are properly designed, manufactured, operated 
and maintained; airlines are competent; flight crews, air traffic controllers and 
aircraft maintenance engineers are fit and competent; and that “licensed 
aerodromes” are safe to use and air traffic services and general aviation activities 
meet required safety standards.13  

The Economic Regulation Group is responsible for regulating air traffic services and 
airlines, as well as certain airports determined by the Secretary of State as “major 
airports”. It is responsible for providing advice to the Department for Transport on 
aviation policy from an economic standpoint and also collects and analyses 
aviation statistics for the UK. It states that its main tasks include promoting 
liberalisation through the removal of Government-imposed restrictions to entry to 
the airline market and facilitating the optimal supply and regulation of aviation 
infrastructure.14 

The Directorate of Airspace Policy is responsible for the planning and regulation of 
all UK airspace, including the navigation and communications infrastructure, to 
support safe and efficient operations. It also contains the Environmental Research 
& Consultancy Department, which provides technical advice to the Department 
for Transport and internally to the CAA on environmental aspects of aviation.15 

 
11 Department for Transport, Sponsorship Statement for the Civil Aviation Authority, para 3.4 

12 Ev 189, paras 13–15 

13 Civil Aviation Authority, Corporate Plan 2006/07–2010/11, April 2006, Section 3.2; Structure of the Civil Aviation 
Authority, http://www.caa.co.uk; “Licensed aerodromes” are aerodromes/airports licensed by the Civil Aviation 
Authority under an Air Navigation Order for the landing and take-off of aircraft which can be used for the public 
transport of passengers, or for giving instruction in flying to a person, or for conducting a flying test. 

14 Structure of the Civil Aviation Authority, http://www.caa.co.uk 

15 ibid. 
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The Consumer Protection Group is responsible for enforcing a number of 
Government and European Union requirements intended to protect air 
passengers. Among its key responsibilities are: the licensing of UK airlines and the 
enforcement of EU requirements on airline finances; the oversight of the finances 
and fitness of travel companies selling flights and package holidays in the UK; and 
the management of the Air Travel Organisers’ Licensing (ATOL) scheme.16 

Potential conflict of priorities 

11. A number of witnesses questioned the appropriateness of the structure of the CAA and 
suggested that there may be a conflict of priorities between the different groups. The 
British Air Line Pilots Association (BALPA) argued that the CAA’s remit had become 
over-extended, with its increasing oversight for economic regulation leading to a “dilution 
of focus on its core role as a safety and standards regulator.”17 BALPA suggested that it was 
possible that the CAA’s wide remit prevented it from taking a more proactive and dynamic 
approach to safety regulation, and therefore keeping pace with changes in the industry.18  

12. Prospect, the trade union representing professional and specialist employees of the 
CAA and National Air Traffic Services (NATS), provided us with a specific example of 
what it believed to be conflicting objectives within the CAA. It contended that the 
Economic Regulation Group’s imposition of heavier delay penalty weightings on NATS 
during peak morning periods risked increasing air traffic flow rates above target levels, and 
therefore conflicted with both the restrictions imposed on airspace capacity by the 
Directorate of Airspace Policy and the objectives of the Safety Regulation Group.19 
However, Ian Hall of NATS countered that he was “absolutely convinced” that NATS was 
not receiving contradictory signals from separate parts of the CAA.20  

13. While both BALPA and Prospect argued that the structure of the CAA created 
potential conflicts of priorities, they disagreed about how best to overcome this problem. 
Prospect told us that it favoured retaining the different areas of regulation within one body, 
but with closer horizontal integration, while BALPA advocated removing the economic 
and commercial activities of the CAA so that it could concentrate on its primary role of 
safety policeman.21 BALPA argued that the economic aspects of the CAA’s existing remit 
could be transferred to a single transport economic regulator, which would have 
responsibility for all issues of transport market access, pricing and economic regulation, 
claiming that “the pooled expertise and shared experience would be vital to a truly 
integrated transport policy.”22  

14. Rick Haythornthwaite, Chairman of the Better Regulation Commission (BRC), told us 
that, although the BRC favoured simplicity, he would take “a lot of convincing” that there 

 
16 ibid. 

17 Ev 64, para 1.2 

18 Ev 64, para 1.3 

19 Ev 68, para 5 

20 Q 280 

21 Q 157 

22 Ev 64, para 7.4 
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was any great merit in creating a single economic regulator for all the transport 
industries.23 He argued that any debate about whether an economic regulator should be 
housed within the same organisation as a safety regulator should focus on two things: first, 
the quality of the outcomes; and secondly, the simplicity of the structure. He argued that 
the strong record of safety in UK aviation suggested that the status quo was performing 
well in relation to the first of these, and that any changes should therefore only be 
considered if the system was shown to be over-complex.24 Karen Buck MP, the then 
Parliamentary Under Secretary of State for Transport with responsibility for aviation, told 
us that the Government did not favour the establishment of a single transport economic 
regulator. She argued that, by being incorporated in a single body, the key responsibilities 
of safety and economic regulation could act as checks and balances against each other.25 

15. The CAA told us that it did not experience any difficulty balancing its safety and 
economic roles and pointed out that the Economic Regulation Group was never involved 
in decision-making on the setting and enforcement of safety standards. It argued that the 
structure of the CAA provided clear advantages, by allowing for interplay between the 
objectives of safety, airspace and economic regulation while ensuring that safety 
considerations remained paramount. It told us that it was not aware of any examples in 
other industries that demonstrated that such matters were better handled by dividing them 
between separate organisations.26 

16. This position was supported by Manchester Airports Group, which argued that the 
CAA achieved a good balance between the four areas of regulation, “to the benefit of 
airlines, airports, air transport users and the wider community.”27 In oral evidence, 
however, Rowena Burns of Manchester Airports Group admitted that this balance required 
“constant review.”28 Similarly, Dr Graham Braithwaite of Cranfield University told us that 
the CAA appeared to have reconciled the conflicting pressures of its different regulatory 
responsibilities well, but that it should not be assumed that this would always be the case. 
Dr Braithwaite pointed to the example of Australia, where the Civil Aviation Safety 
Authority had found it difficult to execute both its safety regulation and its other duties, 
leading eventually to a separation of these responsibilities into separate bodies. He 
concluded, however, that at the present time he did not see the same problems within the 
CAA.29  

17. It is highly unlikely that the CAA, with its four major functions of ensuring safety, 
determining airspace policy, economic regulation of aviation and licensing of air travel 
organisers, would be created in its current form, as a single Authority, today. It is a 
tribute to the professionalism of the CAA’s current staff that the potential conflicts 
inherent in the Authority’s structure have been avoided. Nonetheless, the potential for 
conflict remains and the Government should keep the CAA’s structure under review. 

 
23 Q 528 

24 Q 483 

25 Q 586 

26 Ev 60, paras 3–5 

27 Ev 83, para 2.5 

28 Q 235 

29 Q 404 
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We recommend no changes in the present organisational structure. However, we 
recommend that the CAA, in formulating its policy and communicating its 
instructions, should seek to deepen the level of co-operation between its different 
regulatory groups, to ensure that the message it delivers to those it regulates is 
consistent and clearly conveys the primacy of safety considerations. It is also vital that 
the CAA, and those who hold it to account, remain vigilant against any potential conflicts 
developing in the future. 

Extending the CAA’s remit 

18. The Royal Aeronautical Society proposed that, in order to encourage enterprise and 
innovation in commercial and general aviation, the CAA should have a wider range of 
responsibilities, similar to those of comparable agencies in some other countries, and that it 
should report to the Department for Trade and Industry as well as the Department for 
Transport. It suggested that these responsibilities could include: encouraging innovation to 
create jobs and exports; encouraging development of skills by pilots and aircraft engineers; 
encouraging sport and recreational flying to create jobs in airfield operations and 
maintenance; and encouraging businesses to use general aviation aircraft to enhance 
business performance.30 

19. The CAA told us that it would not welcome such an extension of its remit, because it 
feared it could detract from the clarity of its existing objectives. It said that, while the 
United States Federal Aviation Administration (FAA) had previously had a mandate to 
promote the growth of the airline industry, this had been repealed in the aftermath of the 
ValuJet crash in 1996, when questions were raised about possible contradictions between 
the promotion mandate and the FAA’s safety obligations. In addition, it pointed out that, 
while the French Direction Générale de l'Aviation Civile had support for the aircraft 
industry as one of its objectives, this was set against the background of its role in providing 
launch investment and research and development funding for the French aviation 
industry—a position which was not mirrored in the UK.31 

20. We do not recommend any widening of the CAA’s remit to include a duty to 
promote enterprise and innovation in the aviation industry. We agree with the CAA 
that this role is better filled in the UK by the Department for Transport and the 
Department of Trade and Industry. 

Relationship with the Department for Transport 

21. Several witnesses told us there was a need for a greater degree of integration and co-
ordination between the CAA and the Department for Transport. The Airport Operators 
Association told us that, in conducting a recent consultation on bringing foreign-registered 
aircraft into the UK, the Department had failed to discuss the likely costs of the associated 
regulatory requirements with the CAA, and had therefore estimated the cost to be £0.25 
million when the real cost was more likely to be “in the order of tens of millions of 

 
30 Ev 148, para 4.1.2 

31 Ev 39, Q 2 
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pounds.”32 It argued that it was important both that CAA specialists were given the 
opportunity to contribute to Government thinking, and that Department officials had a 
thorough understanding of the CAA’s regulatory approach and practice. It called for 
greater efforts towards joint working and the earlier involvement of the CAA in policy-
making.33  

22. Mike Toms of BAA told us that he thought the CAA had not been “wholly engaged” in 
the determination of the policies contained in the Government’s Air Transport White 
Paper.34 He cited the CAA’s reaction to the White Paper’s commitment to building a new 
runway at Stansted as soon as possible, in which it said that its statutory duties may cause it 
take a different stance from the Government. He argued that this potential conflict could 
cause problems for BAA:  

“If it was to lead to a different position on the right date for the development of 
Stansted’s runway that would create a significant policy tension for us because we 
could build the runway to one date, we could build it to the other, but we [could not] 
build it to both.”35 

23. Barry Humphreys of Virgin Atlantic argued that, as the CAA was an independent 
regulator, there were bound to be differences of approach and view with the Department 
for Transport, but that those differences were “overwhelmingly” managed satisfactorily.36 
The CAA similarly argued that its occasional differences of view from the Department 
were rare and that, in the vast majority of cases, there was close alignment on policy 
positions. It felt that its advice was generally well received by the Government and that the 
Government’s subsequent actions were usually consistent with that advice. It detailed its 
role in influencing the Government’s White Paper, arguing that much of its detailed 
technical advice had been instrumental in shaping the outcome of it.37  

24. The Minister for Aviation told us that she firmly believed that the Government’s policy 
of integrated working with the CAA was very good. She said that the CAA had played a 
critical role in the development of all aspects of the White Paper and explained that, in 
addition to the Secretary of State meeting with the Chairman of the CAA on a quarterly 
basis, officials from the Department and the CAA also met on a “very regular basis” to 
discuss development and policy.38 

25. The latest version of the Sponsorship Statement for the CAA, which was published in 
May 2006, includes a specific reference to communication between the CAA and the 
Department—reproduced in Box 2—which was not present in the previous November 
2002 version. 

 
32 Ev 89 

33 ibid. 

34 Q 234 

35 Q 230 

36 Q 308 

37 Ev 39, Qq 42–43 

38 Q 593 
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Box 2: Reference to communication in the CAA’s Sponsorship Statement 

The Department and the CAA recognise that working together successfully requires effective two-
way communication at many levels. In practical terms this means that both the Department and the 
CAA agree to operate a policy of 'no surprises' in relation to particular issues and cases likely to 
generate media, business or public interest or lead to significant announcements. To achieve this, 
the Department and the CAA will in particular:  
 

keep each other informed in general terms about live issues, the timing and progress of 
significant issues, well ahead of announcements but without jeopardising effective 
enforcement or revealing the substance of individual investigations; and 

 
give short-notice advance warning of any significant or sensitive announcements in relation to 
matters affecting each other. 

 
The Department and the CAA will respect the requirements of confidentiality of any information 
which they share. 

Source: Department for Transport, Sponsorship Statement for the Civil Aviation Authority, para 2.13 

26. Although we welcome the inclusion of a reference to communication between the CAA 
and the Department in the latest version of the CAA’s Sponsorship Statement we are 
concerned that it might not be explicit enough to address the issues effectively. There is a 
perception of a lack of clarity about the role and status of CAA advice in policy-making 
within the Department. We recommend that the critical review we have suggested the 
Department undertake should give consideration to the Department’s channels and 
processes for communicating with the CAA to ensure greater transparency about the 
expected role of the CAA in policy-making. 
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3 European Aviation Safety Agency 

Establishment and remit of EASA 

Background 

27. The European Aviation Safety Agency (EASA) was set up in 2003 as an independent 
EU body under European law. It is based in Cologne and employs 300 professional staff 
from all Member States. It was established to succeed the Joint Aviation Authorities (JAA), 
a voluntary body representing the civil aviation authorities of a number of European states, 
with the objective of co-ordinating safety regulation across Europe. EASA’s budget and 
work programme is adopted by its Management Board, which is made up of 
representatives from the 25 EU Member States and the European Commission. EASA 
states that its mission is “to promote the highest common standards of safety and 
environmental protection in civil aviation.”39 Box 3 lists its current tasks.  

Box 3: Current tasks of EASA 

Drafting safety legislation and providing technical advice to the European Commission and to 
the Member States;  

 
Inspections, training and standardisation programmes to ensure uniform implementation of 
European aviation safety legislation in all Member States;  

 
Safety and environmental type-certification of aircraft, engines and parts;  

 
Approval and oversight of aircraft design organisations world-wide and of production and 
maintenance organisations outside the EU; and 

 
Data collection, analysis and research to improve aviation safety. 

 
European Aviation Safety Agency website, http://www.easa.eu.int  

28. While national authorities continue to carry out the majority of operational tasks—
such as certification of individual aircraft or licensing of pilots—EASA has responsibility 
for developing common safety and environmental rules at the European level. It is tasked 
with monitoring the implementation of standards through inspections in Member States 
and providing technical expertise, training and research. EASA is also responsible for the 
certification of specific models of aircraft, engines or parts approved for operation in the 
EU. Work is underway to extend the scope of EASA’s regulatory activity. By 2008, EASA 
expects to assume responsibility for the regulation of pilot licensing, air operations and 
third country aircraft, as well as the safety regulation of airport operations and air traffic 
control services.40  

 
39 On the basis of a European Parliament and Council Regulation (1592/2002), http://www.easa.eu.int  

40 European Aviation Safety Agency website, http://www.easa.eu.int 
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Continuing role of the CAA 

29. The CAA acts as a “competent authority” in relation to the UK in those areas where 
EASA has taken over competencies from it, and is charged with implementation of 
European rules in the UK.41 Since EASA assumed its current set of responsibilities in 
September 2003, it has needed to use the CAA and other national authorities to carry out 
many certification responsibilities on its behalf while it has been building up its own staff. 
These activities are currently carried out on a contract basis, whereby EASA pays the CAA 
for its services and charges the industry directly, in line with Commission regulations on 
EASA fees and charges. The Department for Transport told us that these contractual 
arrangements are intended to be transitional, but that the final extent and timing of 
internalisation of all the activities in EASA is subject to detailed discussion between EASA 
and Member States.42 

Principle of EASA 

30. We heard support for the principle of the creation of a body for co-ordinating safety 
regulation across Europe from a number of witnesses. Dr Mark Thatcher from the London 
School of Economics told us that, although there had been very few European regulators, 
there had been a general move towards networks of national regulators co-ordinated more 
or less formally by the European Commission. He believed that these networks allowed 
regulators to learn from each other and encouraged the development of Europe-wide firms 
and increasing efficiency.43 Dr Graham Braithwaite of Cranfield University felt that the 
launch of EASA provided “opportunities for establishing and maintaining high and 
harmonised standards for civil aviation safety across the European Union”.44 Captain 
Mervyn Granshaw of the British Air Line Pilots Association argued that the establishment 
of EASA could help remove the inefficiencies associated with having to establish, conform 
to and test against, different safety regulations in each individual European country.45 Sir 
Roy McNulty agreed that the establishment of EASA was a positive step in principle.46 

31. Prospect commented, however, that the transfer of competencies to EASA could lead to 
a shift towards the lowest common denominator and therefore the dilution of the CAA’s 
high standards of aviation safety, unless the remit of EASA was to support the high 
standards established by the CAA in the UK.47 EASA made clear to us that it believed that 
the CAA was one of the most efficient and competent aviation safety authorities in the 
world, and it said that it had been its aim from the outset to co-operate with the CAA and 
draw upon its experience and expertise.48  
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32. We are emphatically opposed to any diminution in safety standards in the UK in the 
name of harmonisation. We are favourably disposed to the principle of European co-
operation to create joint safety standards and enforcement only if it genuinely assists all 
European Union countries in matching the highest aviation safety standards.  

Current effectiveness of EASA  

Operational problems faced by EASA 

33. Despite supporting the principle of EASA, Sir Roy McNulty told us that it was not yet 
“fit for purpose”.49 He said that the CAA was disappointed with the way things had started, 
and argued that the establishment of EASA—whereby it acquired significant 
responsibilities in September 2003 despite having only a handful of staff—had not been 
well handled. He explained that EASA had brought into the certification and approval 
system a range of additional bureaucratic steps which meant that the improvement of 
safety regulations across Europe had been slowed as compared to the system operated 
under the Joint Aviation Authorities, and that operations which had been completed by the 
CAA in days sometimes took EASA months, thereby imposing significant problems on 
industry. Sir Roy suggested that EASA’s staffing, management and planning difficulties 
had been exacerbated by its significant budgetary problems. He told us that EASA’s budget 
for 2006 included a “big income shortfall” and that EASA was proceeding with a budget 
due to run out of money “in three or four months’ time” (i.e. May 2006).50  

34. Sir Roy told us that the transfer of responsibilities from national aviation authorities to 
EASA had not, as yet, created any safety issues and was unlikely to do so in the short term, 
but he warned that if EASA were allowed to continue along its current course, safety 
problems would ensue somewhere, “some way down the road”.51 He argued that: 

“If you have slowed down your rule-making, if you are causing companies problems 
in getting modest, technical changes processed, if you have not put in place the 
standardisation and audit of all the regulatory regimes within the European Union, 
you are asking for trouble some day.”52  

35. Other witnesses supported the evidence we received from Sir Roy. Captain Mervyn 
Granshaw of the British Air Line Pilots Association said that EASA was badly led and 
argued that it lacked the “conscience” of the CAA—a sense of responsibility and 
accountability—and that it was content to simply follow the narrow definitions of its 
duties.53 John Eagles of the Association of Licensed Aircraft Engineers (ALAE) argued that 
EASA’s inadequacies were compounded by the fact that the top four levels of its 
management were made up of managers with no background in aviation.54 The ALAE 
argued that EASA’s lack of enforcement powers made it impotent in the face of “serious 
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safety issues” in Cyprus, and therefore had implications for safety in the UK given that all 
authorisations and licenses must be recognised across EASA member states.55 The Minister 
told us that the Government shared the CAA’s concerns about EASA and the fact that 
there had been a number of problems in governance and funding.56  

36. It is with dismay that we have learnt of the chaotic state of the European Aviation 
Safety Agency (EASA), which at this time is not able to fulfil its declared purpose. 
EASA is an accident waiting to happen—if its problems are left unchecked, we believe it 
has the potential to put aviation safety in the UK and the rest of Europe at risk at some 
point in the future. 

Potential impact on safety in the UK 

37. Dr Graham Braithwaite argued that the transition of competencies from the CAA to 
EASA provided a significant challenge to the integrity of aviation safety within the UK. He 
claimed that recruitment, training and development of working relationships all had the 
potential to distract EASA from its key tasks, and that the UK therefore needed to be 
vigilant during the transition period to ensure that the “hard-won mantle of safety” was not 
lost.57 Dr Braithwaite argued that, given the problems faced by EASA, it was important that 
the CAA did not scale down its operations in anticipation of EASA, but only did so when 
EASA had full capability in place.58  

38. The Minister assured us that the Government would not commit the UK to any further 
transfers of power to EASA until it was fit for purpose.59 The United Kingdom cannot and 
must not transfer any further powers from the CAA to EASA until the Government is 
assured that the serious problems of governance, management and resources at EASA 
have been resolved. We welcome the Minister’s assurances on this.  

Safety research 

39. Prospect told us that the CAA was reducing its safety research budget in anticipation of 
this function being transferred to EASA, but that EASA had not yet announced any 
research budget or strategy. Prospect was unhappy with this situation, arguing that the 
ability to undertake research into emerging aviation technologies as well as investigating 
innovative approaches to safety management systems was an essential capability of the 
CAA’s Safety Regulation Group.60  

40. The CAA confirmed that it had been reducing its safety research expenditure in recent 
years and that further reductions were planned, with expenditure projected to fall from 
£1.7 million in 2002/03 to £0.8 million in 2010/11.61 Although the CAA was very 
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disappointed that EASA had not yet undertaken research in the areas for which it is now 
responsible, Sir Roy McNulty suggested that the CAA had little choice but to scale down its 
research function because failure to do so would have led to complaints from those within 
the industry that ultimately paid for the research.62 This argument was implicitly supported 
by British Airways, which told us that, since research was the responsibility of the Secretary 
of State under the Civil Aviation Act, the CAA should be “obliged to secure consent before 
undertaking such extra-statutory work from whoever will pay for the work.”63  

41. The Department for Transport told us that the CAA invested in safety research in order 
to increase the effectiveness of the Safety Regulation Group’s regulations and regulatory 
processes in delivering safety improvements, including the provision of ‘best practice’ 
advice to UK industry. The Department argued that research resources were therefore best 
committed to areas in which the CAA had competence and could deliver the outcome of 
the research.64 The Director of the Aviation Directorate within the Department, David 
McMillan, said that he was unaware of the issue surrounding the running down of the 
CAA’s safety research until it was raised as part of our inquiry, and that the Department 
had not given any instructions to the CAA to resume the research it had curtailed because 
the Government considered safety research to be a matter for the Safety Regulation Group 
to decide in consultation with its stakeholders.65  

42. The Department explained that EASA was beginning to develop a “European Safety 
Strategy Initiative” which would, in due course, lead to the funding and co-ordination of 
research projects.66 The Department said that, through its representative on the EASA 
Management Board, the Government would monitor closely the development of EASA’s 
research activities.67 Mr McMillan also told us that a transition working group led by the 
UK member of the EASA Management Board had been set up to ensure that no other 
operations were wound up by national aviation authorities until EASA had the capability 
to take over the necessary responsibilities.68 

43. We understand that the CAA’s decision to reduce its safety research expenditure prior 
to EASA establishing a fully operational research group was made in keeping with its duty 
to keep its costs in check. However, we are concerned that the operational difficulties 
within EASA mean that a knowledge gap is developing which has the potential to 
undermine safety innovation in the aviation industry. We recommend that the 
Government make representations to the European Commission to ensure that action 
is taken to remedy this gap. The CAA must resume the research it has so far curtailed. 
Going forward, there should be no further closure of CAA departments and functions 
before the Government is absolutely satisfied that the comparable departments and 
functions at EASA are fully operational. 
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Resolving the operational problems faced by EASA  

44. Sir Roy told us that the CAA had been in dialogue with the Department for Transport, 
the European Commission and EASA regarding the operational problems faced by EASA. 
He explained that the CAA was monitoring the implications and effects in the UK and 
that, if safety were compromised in any way by the actions of EASA, the CAA would take 
immediate action to resolve the issue by itself. He did not believe the problems faced by 
EASA were insoluble, but remarked that solving them would require proper management, 
governance and planning. Sir Roy explained that the CAA alone had little influence over 
EASA and that it was instead through representation on the EASA Management Board 
that the UK had the best opportunity to encourage improvement. Among the EU Member 
States, there were perhaps five to ten countries sharing the UK’s reservations about the 
competence of EASA. Although many Member States, particularly the Accession States, 
did not have the size of aviation industry or the regulatory experience of the UK, there was 
an “emerging coalition of view” that there were some serious problems which needed to be 
addressed.69  

45. The Minister told us that the UK was taking a leading role in pushing a number of 
practical changes to improve the situation, focusing in particular on EASA’s governance 
and manpower.70 The Department explained that the UK member of the EASA 
Management Board was asked in February 2005 to convene a small group of high-level 
technical experts to review the manpower planning strategy of EASA, and that the 
Management Board subsequently accepted the recommendations of the group, published 
in June 2005. The Department also informed us of UK-sponsored initiatives in relation to 
the effectiveness of EASA’s Management Board meetings, the management and financial 
procedures of EASA and its distribution of airworthiness directives. It noted, however, that 
not all of the recommendations of these initiatives were accepted by EASA, while others 
were not implemented fully.71  

46. The Department also provided us with details of a meeting on 9 February 2006 between 
the Chairman of the CAA, the Director of Aviation in the Department, the UK member of 
EASA’s Management Board, the Director of Aviation in the Transport and Energy 
Directorate of the European Commission and the Commission member of EASA’s 
Management Board, to discuss the UK’s concerns about EASA. At this meeting, the UK 
delegation outlined a number of areas in which it considered improvements were needed, 
and the Commission confirmed that it took EASA’s difficulties very seriously and 
recognised the urgency required in addressing them. The Department said that there was 
agreement between the UK and the Commission, and that the key to improvement lay in 
strengthening partnerships between EASA and the national aviation authorities and in 
ensuring that EASA was able to draw on as wide a range of specialist assistance and 
support as possible. The Department explained that the UK delegation presented some 
initial ideas on how to strengthen co-operation and partnerships between EASA and 
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national aviation authorities, and that the Commission had welcomed the proposals and 
undertaken to study them further.72  

47. The CAA told us that, although it was difficult to predict how long it would take to 
resolve all of the issues with EASA, experience with other organisations in difficulty 
suggested that it should be possible to make EASA fully functional within about two years 
from the start of a comprehensive turnaround programme such as the one proposed by the 
UK delegation.73 More recently, the CAA provided us with an update of developments at 
EASA. It noted a number of improvements in both the internal structure of EASA and the 
quality of service it provided. The CAA concluded that the “despair” it had felt about the 
state of EASA in January, had been replaced by cautious optimism: 

“There is now more strategic thinking, and more flexibility, at the top of the Agency, 
and anecdotal evidence, from UK industry and also from ex-CAA staff working in 
Cologne, confirms that the Agency is beginning to stabilise […] The Agency has 
advanced in terms of recognising that there are problems, and by setting in motion 
remedial action—but as yet it is all very much work in progress which now needs to 
be effectively managed to a successful conclusion, and the pace of improvement 
needs to quicken further.”74 

48. We welcome the representations made by the UK to EASA’s Management Board 
and to the European Commission about the Agency’s present ineffectiveness, and we 
are encouraged to note that the CAA has observed some improvement in the situation 
over the year. It is clear that there is much still to be done, however. We recommend 
that the Government continue to make the strongest possible representations in order 
to ensure that urgent and decisive action is taken to make EASA fit for purpose within 
no more than two years.  

Transfer of responsibilities to EASA 

49. Some witnesses argued that the confusion surrounding the transfer of competencies to 
EASA had resulted in a number of inefficiencies. The Society of British Aerospace 
Companies (SBAC) told us for instance that an apparent lack of clarity about the division 
of responsibility between EASA and the CAA had led to the process of certification 
becoming more time consuming since operations were taken over by EASA.75 The CAA 
accepted that the removal of the flexibility enjoyed by the CAA prior to the establishment 
of the contractual arrangements with EASA had led to a “limited duplication of effort”.76 It 
acknowledged in its Corporate Plan 2005/06 that it had been “particularly difficult” to 
forecast staff numbers for the period covered by the plan because the full implications of 
EASA were not known.77  
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50. The Airport Operators Association (AOA) was concerned about what it saw as an 
inadequate level of transparency in connection with the transfer of responsibilities from the 
CAA to EASA. The AOA questioned whether the reduction in the CAA’s role, resourcing 
or costs had so far been commensurate with the functions already transferred to EASA. It 
called for the CAA to demonstrate to those it regulated that there had been no drift 
towards double regulation and double costs.78 The CAA responded that such a 
demonstration was not readily available, but could be provided to anyone who asked for it. 
Michael Bell, Director of the Safety Regulation Group, explained that the CAA’s website 
detailed the “existing standard” and that this would have to be compared to the standard 
that was in existence pre-EASA.79  

51. The CAA said that it aimed to have regular meetings with the industry and the 
Department for Transport to brief them on progress in the transfer of tasks. It pointed out 
that the Joint Review Team initiative and the consultation on the Safety Regulation 
Group’s fees and charges had covered in detail the impact of EASA on costs, and that the 
joint industry/CAA Safety Regulation Finance Advisory Committee was briefed fully on 
the steps taken to reduce the CAA’s costs as work was transferred to EASA. It argued, 
however, that the CAA and the Department could only brief industry on progress based on 
what was known. It said that industry had justifiably found it difficult to understand a 
transition in which much of the work to implement functions taken over by EASA from 
national aviation authorities had been sub-contracted back to those authorities because of 
EASA’s lack of resources.80 

52. We understand that the ability of the CAA and the Government to relate 
information to industry regarding the transfer of responsibilities to EASA has been 
hampered by the delays and uncertainties experienced by EASA itself. We acknowledge 
that the Safety Regulation Financial Advisory Committee has provided one means of 
keeping industry informed of progress. We are concerned that many organisations 
remain uncertain about what is happening and how the transfer is being handled. We 
therefore recommend that the CAA make this information more readily available via 
its website, with a clear description of powers already transferred and those that will 
follow, along with details of the impact on the CAA’s costs and charges. It also needs to 
explain clearly what functions have been contracted back to the CAA from EASA, and 
what the implications of this are for the industry. 

Impact on CAA staff 

53. We heard concerns from various witnesses that uncertainties over the timing and scope 
of the transfer of responsibilities from the CAA to EASA were affecting CAA staff. The 
Society of British Aerospace Companies argued that, as a result of the apparent “mismatch” 
between the speed at which the CAA was reducing its activities and the torpor with which 
EASA was expanding its activities, CAA employees with considerable expertise were not 
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being recruited by EASA, and were therefore being lost from the field.81 Dr Graham 
Braithwaite told us that uncertainty was inevitably demotivating the CAA’s workforce, and 
that a loss of talent had followed as more secure jobs became available elsewhere. He 
suggested that to remedy the situation the CAA needed to form a clearer view of its future 
and the speed and scope of its transfer of responsibilities to EASA.82 

54. The CAA told us that its primary aim in relation to staff affected by EASA’s 
establishment had been to encourage and assist them in obtaining jobs with EASA. It said 
that, thereafter, its priority had been to ensure that it had the right balance of staff to 
undertake its remaining regulatory work, while at the same time seeking to minimise the 
risk of redundancies as a consequence of the transfer of powers to EASA. It admitted, 
however, that it had achieved only limited success in encouraging staff transfers to EASA: 
of those who had left their posts in the CAA due to a reduction in scope, 28% had taken up 
roles with EASA, 33% had been redeployed to roles elsewhere in the CAA, 29% had retired 
and 10% had resigned. It cited a number of reasons for the apparent reluctance of its staff 
to transfer to EASA, including the location of EASA’s headquarters in Cologne and the 
lack of employment opportunities for partners moving there, concerns about the 
effectiveness of EASA’s recruitment process and the generally poor reputation of EASA.83  

55. The CAA told us that it had been difficult to maintain morale in areas where it had 
been forced to encourage employees to pursue alternative jobs outside the area in which 
they were currently employed. It had sought to improve morale through “sensitive change 
management, open and frequent communication and a supportive approach.”84 An 
external assessment of the Safety Regulation Group carried out in August 2005, as part of 
its Investors in People assessment, found that employees who had experienced the most 
direct impact from the transfer of work to EASA felt they had been “appropriately 
informed and assisted”, and believed the handling had been “sensitive and pro-active.”85 

56. EASA recruits staff from all Member States and told us that, in the area of certification, 
it had recruited the majority of its experts from countries with a comparatively large 
aviation industry, such as the UK. It admitted that initial recruitment campaigns within the 
CAA on behalf of EASA had met with a poor response, but said the situation had 
improved more recently. At the time of writing, it employed 30 UK nationals out of a total 
of 200 agents, most of whom had previously worked for the CAA. It made clear that it was 
dedicated to recruiting more CAA staff and explained that a working group co-chaired by 
the UK representative on its Management Board was helping to monitor the transfer of 
personnel.86 The Minister agreed that there were some signs of progress on the recruitment 
of CAA staff by EASA and said that the Government was working closely with EASA to 
make relocation to Cologne more attractive to CAA staff. Efforts were also under way to 
resolve the problems arising from the formal nature of qualifications required by EASA, as 
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this had previously precluded the recruitment of some highly-skilled operators from the 
UK.87 

57. We are concerned by indications of low morale among CAA staff as a result of 
uncertainties over the transfer of responsibilities from the CAA to EASA, and by the 
associated loss of experienced staff from the aviation regulation industry. We 
acknowledge that the CAA’s ability to manage the situation is compromised by the 
problems within EASA itself and we commend it for its sensitive and pro-active handling 
of the situation. We recommend that the CAA work with the Department for Transport 
to draw up a detailed assessment of the speed and scope of the transfer of 
responsibilities to EASA as soon as circumstances within EASA allow, and that it 
should ensure that staff are kept fully informed about this process. We are encouraged 
to hear that the situation has improved in recent months, with more UK staff being 
recruited by EASA.  
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4 Performance of the CAA 

Performance and efficiency 

Performance indicators 

58. The Department for Transport encourages the CAA to publish and maintain a 
statement of the service and standards which it provides to those it regulates.88 
Accordingly, the CAA publishes indicators on a six-monthly basis detailing its service and 
productivity, its financial performance and the safety record of UK aviation. The latest 
update was published in August 2006.89 Box 4 lists the indicators published. 

Box 4: CAA performance indicators 

Financial indicators: 
 

Rate of return; 
 

Unit cost of CAA (per flight and per passenger); 
 

Operating costs; and 
 

Cost per ATOL-protected passenger. 
 
Safety indicators: 
 

Fatal accident rates: 
UK registered/AOC fixed wing passenger aircraft above 5,700kg 
UK registered/AOC fixed wing freighter aircraft above 5,700kg 
UK registered/AOC fixed wing public transport aircraft below 5,700kg 
UK registered/AOC public transport helicopters above 2,730kg 
UK general aviation below 5,700kg 

 
Service-level/productivity indicators: 
 

Pilot licence issues—average time to issue; 
 

Pilot licence issues—licences issued per staff member;  
 

Safety Regulation Group’s performance against 19 separate service standards;  
 

ATOL applications—average time to decision for new applicants;  
 

ATOL applications—average time to decision for renewals; and 
 

ATOL applications—average caseload per staff member. 

Source: Civil Aviation Authority, CAA Indicators, August 2006 

59. These indicators have shown almost universally strong performance in recent years and 
the CAA identified specific examples in its submission to us. Improvements detailed 
included reducing the time taken to process new ATOL applications from an average of 5.4 
weeks in 1999/2000 to 3.8 weeks in 2004/05, reducing the average number of days taken to 
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grant private flight crew licences and associated licence ratings from 6.5 days in 2001/02 to 
4.8 days in 2004/05, and reducing the overall cost per passenger of the CAA’s activities 
from 73 pence in 2001/02 to 54 pence in 2004/05.90 The CAA also argued that the strong 
UK safety record demonstrated its effectiveness in discharging its responsibilities in respect 
of safety.91 

60. In addition, the CAA made us aware of two benchmarking exercises designed to 
measure how efficiently it was performing. First, as part of the review of the Safety 
Regulation Group’s costs and charges in 2004, a firm of consultants was employed to 
undertake an independent benchmarking exercise of the CAA’s support/back-office 
functions.92 The CAA interpreted the results as showing that the support functions 
provided an “efficient and high quality service”, with the finance and procurement 
functions shown to represent “good value for money”.93 It told us also that, exceptional 
performance was reported for all of the functions in at least 30 per cent of the activities 
included in the review.94 A second benchmarking exercise compared the CAA Safety 
Regulatory Group with the national aviation authorities of Germany, Sweden, Italy and 
Spain. The study found that the CAA was handling 50 per cent more approved 
organisations per inspector/surveyor than any other national aviation authority and was 
using the most efficient combination of technical and support staff.95 

61. While the performance indicators reported by the CAA are encouraging, more 
information regarding how the outcomes had been achieved and the extent to which CAA 
policies had directly led to improvements would have been beneficial. For example, in 
detailing its unit cost performance, the CAA told us that some of the observed reduction 
flowed from efficiencies and some occurred as a result of staff reductions associated with 
the development of European regulation, but failed to provide any indication of the relative 
magnitudes of these two causes.96 Similarly, with respect to the safety indicators, the CAA 
acknowledged that there were “many factors” influencing the safety record, but did not 
provide any estimate of the extent to which its own activities had directly contributed to 
the observed performance.97 There was also a lack of detail in the presentation of the results 
of the benchmarking exercises: in the UK benchmarking study, no mention was made of 
the findings for the 70 per cent of activities in which exceptional performance was not 
reported, while the CAA failed to include any discussion of the lessons it had learnt in 
either instance.98 
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62. The CAA offers, on the whole, a good service, and has proper regard for its own 
efficiency. The CAA is benchmarking itself against other national aviation authorities and 
other organisations in the UK. We are encouraged to see that the CAA compares 
favourably and that, more generally, the performance indicators reported by the CAA are 
showing continued improvement. However, the CAA could provide further information 
when publishing assessments of its performance. We recommend that in future, when 
publishing assessments of its performance, the CAA include details of the level of 
influence its activities have had on the recorded outcome, the lessons it has learnt in 
conducting the exercise and the action it plans to take to improve performance further. 

63. While most of the CAA’s indicators point to strong performance and improving 
efficiency, we heard a significant amount of anecdotal evidence to the contrary. The British 
Microlight Aircraft Association argued that it was being asked to maintain standards that 
the CAA itself could not meet. It told us that, while it had fixed periods to respond to issues 
raised at audit by the CAA and faced suspension of its approvals if it failed to respond in 
time, it had waited just under a year for a response from the CAA to a proposed 
amendment to its Technical Procedures Manual, and that it had been waiting since June 
2004 either for the re-issue of an exemption affecting hundreds of its members or for 
alternative arrangements to be made.99 Manchester Airports Group also complained about 
lengthy processes, telling us that the time taken to secure regulatory approval of air traffic 
control-related equipment could be “unacceptably long”, causing delays to projects and 
ultimately adding to its costs for keeping contracts or project teams supported for longer 
than might otherwise be necessary.100  

64. Some of the CAA’s customers clearly have dissatisfactions with specific aspects of the 
service provided. It is important that the CAA ensure it has in place effective systems for 
receiving feedback from those it regulates about which parts of its service could be 
improved, and that it responds to any complaints or suggestions in a timely manner 
and reports on these issues in an acceptable way.  

Performance targets 

65. In 2002–03, the House of Commons Public Administration Committee reported on the 
use of performance targets in Government departments and agencies. The report identified 
five Government aspirations for targets, and these are set out in Box 5. 
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Box 5: The Government’s five aspirations for performance targets 

Targets provide a clear statement of what the Government is trying to achieve. They set out 
the Government’s aims and priorities for improving public services and the specific results 
Government is aiming to deliver. Targets can also be used to set standards to achieve greater 
equity. 

 
Targets provide a clear sense of direction and ambition. The aim, objectives and targets in each 
Public Service Agreement provide a clear statement around which departments can mobilize 
their resources. This helps in business planning and communicating a clear message to staff and 
to the various public bodies which contribute to delivering each department’s programme. 

 
Targets provide a focus on delivering results. By starting from the outcome Government is 
trying to achieve, the targets encourage departments to think creatively about how their 
activities and policies contribute to delivering those results. They also encourage departments 
to look across boundaries to build partnerships with those they need to work with to be 
successful. 

 
Targets provide a basis for monitoring what is and isn’t working. Being clear what you are 
aiming to achieve, and tracking progress, allows you to see if what you are doing is working. If 
it is, you can reward that success; if it isn’t, you can do something about it. 

 
Targets provide better public accountability. Government is committed to regular public 
reporting of progress against targets. Targets are meant to be stretching. So not all targets can 
be hit. But everyone can see what progress is being made. 

Source:  Public Administration Select Committee, Fifth Report of Session 2002–03, On Target? Government by 
Measurement, HC 62–I, pp 7–12 

66. The CAA appears to make limited use of performance targets, with many of the 
indicators detailed in Box 4 having no associated targets. With regard to the financial 
indicators, the CAA does not set itself any targets, but it is required by the Government to 
achieve a certain rate of return each year, as discussed in Chapter 5 of this report. There are 
targets in relation to the safety indicators, with the CAA aiming to ensure that the 
frequency of fatal accidents in each category does not increase in line with forecast growth 
in traffic. Latest figures, covering the period 2003/05, show that fatal accidents are below 
the forecast levels for all categories of aircraft, other than general aviation helicopters and 
“other” general aviation aircraft, including gliders, microlights, gyroships, airships and 
balloons.101  

67. In terms of the service-level indicators, the Safety Regulation Group has set itself the 
target of meeting 90% of its service standards at any one time. This target was missed in ten 
of the last 16 quarters, but the CAA’s updated publication provides no indication of which 
of the 19 service standards have been missed, nor by what margin.102 The Code of Practice 
for the ATOL scheme requires the CAA to make decisions within an average of eight 
weeks of receiving necessary information for both new applicants and renewals, and both 
of these targets have been consistently met: in 2005/06, new applications took an average of 
3.5 weeks and renewals took an average of 1.3 weeks.103  

68. Given the support within Government for the use of performance targets, it is 
surprising that the CAA does not make more use of them. In addition to not specifying 
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targets for a number of the performance indicators measured, the CAA also appears to be 
failing to use the targets it does have in place in the proper manner. In the case of the 
length of time within which ATOL licence decisions are made, the margin by which the 
two targets have been passed—between 4.5 and 6.7 weeks—indicates that they are not 
stretching enough and unlikely to have any relevance to performance. The targets are 
therefore unlikely to help drive further improvements in performance. In the case of the 
Safety Regulation Group’s performance against its service standards, the failure to separate 
out findings for each of the 19 standards undermines the accountability function of targets, 
as the observer is unable to determine in which areas the Safety Regulation Group is 
underperforming.  

69. The CAA is not making proper use of targets as a means of focusing activity and 
driving improvements in performance. We recommend that the CAA review its 
performance indicators regularly and consider the value of establishing targets for 
those indicators currently without them. In addition, we recommend that the CAA 
review those targets already in place to make sure they are realistic and challenging 
enough to ensure the organisation and its staff are motivated to seek improvement. 
When publishing details of performance against its specified targets, it is important that the 
CAA produce sufficient detail to allow readers to observe the areas in which improvement 
is required, and the areas in which performance is strong.  

Technical efficiency 

70. Roger Wilshire of the British Air Transport Association told us that his organisation 
thought that the CAA could make use of new technology to improve its administrative 
efficiency, while TUI UK, a tour operator group, argued that the CAA should extend its 
acceptance of electronic documentation such as permits to fly. It also said that CAA 
website needed “a full review, updating and modernisation as a matter of urgency.”104  

71. The CAA has said that it expects its Electronic Document and Records Management 
System (EDRM) to “introduce modern technologies to the document lifecycle and CAA 
records”.105 As a first stage, the CAA launched an Electronic Records Management (ERM) 
programme. The CAA told us, however, that completion of phase 1 of the ERM 
programme was delayed by four months following a failure of the ERM software products 
to meet the acceptance criteria of the CAA. It said that phase 2 of the ERM programme was 
therefore expected to be similarly delayed, with completion forecast for July 2006. Despite 
these delays, the CAA told us that it still expected EDRM to be completed in December 
2007 as initially intended.106 

72. There is an opportunity to improve the administrative efficiency of the CAA 
through electronic means. We recommend that the CAA monitor closely the progress 
of the Electronic Document and Records Management System and take action as 
necessary to ensure that it does not fall behind its completion schedule of December 
2007.  

 
104 Q 324; Ev 107, para 4 

105 Civil Aviation Authority, Corporate Plan 2005/06, p 33 

106 Ev 39, Qq 8–9 



28 

 

 

Transparency and accountability 

Good practice 

73. The Better Regulation Commission’s (BRC) survey of independent regulators in 2003 
found that most considered themselves accountable to Ministers and Parliament. In 
addition to this accountability, the BRC concluded that it was equally important that 
regulators were more clearly answerable both to those who they regulated and those on 
whose behalf they regulated. The BRC argued that this required regulators to operate in a 
more open and transparent way and it identified a number of examples of good practice in 
this area among the independent regulators it studied.107 The CAA’s use of some of these is 
discussed below.  

Accessibility of information 

74. The CAA prepares and submits an annual corporate plan covering a five-year period, 
providing information on objectives, performance indicators, targets, timing and costs. 
The organisation is required to maintain management information and accounting 
systems which enable it to review its financial and non-financial performance against its 
budgets and targets, in line with its corporate plan. It reports its performance against these 
budgets and key targets in its annual report and accounts.108  

75. Despite the production of these documents, we heard dissatisfactions from a number of 
witnesses about the amount of information made available by the CAA.109 Sir Roy 
McNulty, accepted that scrutiny review, consultation and the transparency of the CAA 
could be improved, and he told us that the CAA had become aware that aspects of its role 
which it thought everybody recognised were in fact “not well understood by a lot of 
people.”110 One means by which the CAA has already improved its accountability is the 
publication of its performance indicators on its website in early 2006. The CAA told us, 
however, that not all of the performance data it gathered was made publicly available.111 

76. It is apparent that those affected by the operation of the CAA would like to see more 
information made available. This perception of insufficient accountability is potentially 
damaging to the relationship the CAA has with its stakeholders. The CAA itself recognises 
that there is room for improvement. We welcome the publication of the CAA’s 
performance indicators on its website as a step in the right direction, and we wish to see an 
extension of this to include all of the performance data collected by the CAA. In order to 
ensure that the CAA is accountable for its performance, not only to those it regulates 
but also to those on whose behalf it is regulating, we recommend that it enter into 
discussion with all its stakeholders about what information they would find useful and 
relevant, and that it publish this information in an appropriate and accessible way, 
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providing a justification for any information which it considers it inappropriate to 
publish.  

Appeals 

77. The BRC made clear the importance of having a simple appeals process in its 2003 
report on independent regulators. It said that given the enormous power wielded by 
independent regulators, it should be open to those being regulated and those on whose 
behalf the regulating is being carried out to be able to appeal against decisions that 
significantly affect them. The BRC explained that appeals mechanisms among independent 
regulators fell largely into two groups: those which have an internal appeals mechanism or 
tribunal system; and those where appeals have to be made to the Secretary of State or 
thorough the court system. The report concluded that “the latter process may be too 
burdensome for some to use.”112 

78. We have heard that the absence of an independent body charged with reviewing the 
actions of the CAA means that those who are regulated must enter into a complicated 
complaints process. De Havilland Support Limited explained that, while there was the 
opportunity to make a complaint under the terms of Regulation 6 of the CAA Regulations 
1991, the process was “onerous and hard for the layman to follow without qualified legal 
assistance.”113 It said that, as such complaints were subsequently judged by the CAA itself, 
the process inspired little confidence, and went on to argue that some form of independent 
authority was needed, (such as the Office of the Telecommunications Ombudsman 
(OTELO) which investigates the telecommunications industry), to whom complaints 
about the CAA’s actions could be directed. It said that the appeals process needed to be 
simple and straightforward, and accessible to people without the costs associated with 
formal legal action.114 

79. The lack of an accessible system for appealing the CAA’s decisions is a source of 
concern for a number of organisations. We recommend that the Government conduct a 
consultation on the merits of establishing an independent authority, along the lines of 
the Office of the Telecommunications Ombudsman, to which appeals about the CAA’s 
decisions can be directed.  

Better regulation agenda 

80. The amount of state intervention involved in regulation varies from model to model. 
The CAA is an example of an “independent regulator”, defined by the BRC as a body 
established by Act of Parliament but operating at arm’s length from Government.115 Other 
examples include the Office of Rail Regulation, Ofgem, Ofcom and the Food Standards 
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Agency.116 The BRC encourages policy-makers to have regard for the full spectrum of 
regulatory options and ensure that any regulations imposed are “necessary, fair, effective, 
affordable and enjoy a broad degree of public confidence.”117 To this end, it promotes five 
principles of good regulation, as set out in Box 6. 

Box 6: Better Regulation Commission’s five principles of good regulation 

Proportionality 
 

Regulators should only intervene when necessary. Remedies should be 
appropriate to the risk posed, and costs identified and minimised.  

Accountability  
 

Regulators must be able to justify decisions and be subject to public scrutiny. 
 

Consistency  
 

Government rules and standards must be joined up and implemented fairly.  
 

Transparency Regulators should be open, and keep regulations simple and user-friendly.  
 

Targeting Regulation should be focused on the problem and minimise side effects. 

Source: Better Regulation Task Force, Principles of Good Regulation, pp 4–6 

81. The Chancellor of the Exchequer commissioned Philip Hampton in the 2004 Budget to 
consider “the scope for reducing administrative burdens by promoting more efficient 
approaches to regulatory inspection and enforcement”.118 The review covered the 
inspection and enforcement work of 63 national regulators and the final report, published 
in March 2005, concluded that the regulatory system was uncoordinated and that good 
practice was not uniform. The report recommended standardisation of regulatory practice 
and said that regulators should be held to account publicly for their performance against 
these standards.119 It also included a number of recommendations for improving the 
efficiency of regulatory inspection and enforcement, as detailed in Box 7. 
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Box 7: Hampton Report recommendations for improving the efficiency of regulatory inspection 
and enforcement 

Comprehensive risk assessment should be the foundation of all regulators’ enforcement 
programmes. 

 
There should be no inspections without a reason, and data requirements should vary 
depending on the level of risks associated with particular business sectors. 

 
Resources released from unnecessary inspections should be redirected towards advice to 
improve compliance. 

 
There should be fewer, simpler forms. 

 
Data requirements, including the design of forms, should be coordinated across regulators. 

 
When new regulations are being devised, Departments should plan to ensure enforcement can 
be as efficient as possible, and follows the principles of this report. 

 
Thirty-one national regulators should be reduced to seven, more thematic, bodies. 

Source: Philip Hampton, Reducing administrative burdens: effective inspection and enforcement, March 2005, 
Executive Summary, pp 1–2 

82. The CAA told us that it aimed to follow the five principles of better regulation . It 
argued, for instance, that its progressive withdrawal from the regulation of air fares and its 
adoption of more “flexible and simplified” approaches towards aviation data collection was 
evidence of its commitment to proportionate regulation.120 It explained that it had 
contributed to, and supported the recommendations of, the review of the economic 
regulators conducted by the BRC in 2001, as well as the Hampton Report. Its assessment of 
the recommendations of the Hampton Report found that “many of the positive aspects of 
the report were already incorporated into the CAA’s policies and working practices.”121 Sir 
Roy McNulty explained that the CAA had already changed some aspects of its operations 
in response to the Government’s better regulation agenda, and that it expected this process 
to continue. He said that the CAA was working with the Department for Transport on a 
number of the aspects coming out of the Hampton Report and the work of the BRC, and 
he made clear that the CAA would apply better regulation wherever it could do.122 

83. The CAA’s approach to better regulation was welcomed by British Airways. It told us 
that it was heartened that the CAA had signed up to the better regulation agenda, but 
argued that there remained “a great deal of scope to reduce old regulatory burdens without 
undermining effectiveness.”123 The Chairman of the BRC explained that, while his 
organisation had not looked at the CAA and the aviation industry in particular, he was 
encouraged by what he had seen of the CAA’s governance documents. He told us that the 
Sponsorship Statement included many of the aspects the BRC would want to see in it:  

“[…] not least the commitment in any primary and secondary legislation to 
[regulatory] impact assessments, and to driving down the administrative burden, 
which is very encouraging. In the corporate plan of the CAA I think the words we 
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read about adhering to the principles of better regulation and about the adoption of 
the principles of the enforcement concordat, all of that is very positive.”124 

84. We note that the CAA seeks to follow the five principles of good regulation and that 
it recognises the need to continue improving its regulatory performance. We are 
encouraged that it is willing to engage with the Better Regulation Commission and the 
Department for Transport in order to achieve better ways of working. We expect to see 
evidence that the CAA continues to lend its experience to the development of the 
Government’s better regulation agenda. 

Regulatory impact assessments 

Quality and effectiveness of RIAs 

85. Regulatory impact assessments (RIAs) set out the costs and benefits of a proposal and 
the options for delivering the desired outcome. The BRC has described them as “a central 
and crucial part of the Government’s drive to improve policy-making”, and the Prime 
Minister said in January 2003 that “no proposal for regulation which has an impact on 
business, charities or voluntary bodies, should be considered by Ministers without a 
regulatory impact assessment being carried out.”125 The CAA’s Sponsorship Statement 
states that: 

“All primary and secondary legislation relating to the CAA will be subject to 
regulatory impact assessment. The CAA should seek to reduce unnecessary and 
over-detailed regulation and ensure that necessary regulation is clear and fair.”126  

The CAA told us that, as at January 2006, it had completed 59 RIAs since 2002: 51 within 
the Safety Regulation Group; six within the Directorate of Airspace Policy; and two within 
the Consumer Protection Group.127 

86. The BRC was unable to provide us with any assessment of the CAA’s RIAs. More 
generally, its Chairman told us that RIAs were being increasingly used by independent 
regulators, but that there were still “very considerable questions” about their quality.128 In 
addition to these quality issues, the BRC has argued that RIAs need to be used more 
strategically and earlier in the decision-making process, in order to have the required 
influence on policy and in order to have credibility with stakeholders.129 The overall use 
and quality of RIAs in Government is monitored by the National Audit Office, which 
produces an annual evaluation of a sample of RIAs across departments.130 
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87. Regulatory impact assessments (RIAs) are a key element of the Government’s better 
regulation agenda. The assessments produced by the CAA must be of sufficient quality and 
developed in a sufficiently strategic and timely manner so as to have real influence on its 
policy-making. As yet, no organisation appears to have evaluated any of the CAA’s 
Regulatory Impact Assessment processes. We therefore recommend that the 
Government, or the CAA itself, arrange for a selection of the CAA’s existing RIAs to be 
reviewed as a matter of urgency by the National Audit Office or a similarly independent 
body, and that any lessons learnt are fed into future assessments. As part of this review 
process it is important that feedback is sought from those regulated by the CAA and those 
on whose behalf the regulation takes place. 

Appropriate use of RIAs 

88. We heard claims from various witnesses, particularly from the general aviation sector, 
that the CAA should have produced an RIA in relation to its recent review of the Safety 
Regulation Group’s costs and charges. For example, the Aircraft Owners and Pilots 
Association explained that, as the changes considered went beyond a known formula, such 
as the Retail Prices Index, it felt that the Government’s guidance on the use of RIAs became 
relevant.131 

89. The CAA told us that it firmly believed that it had complied with the principle 
supporting the RIA process, namely that of evidence-based policy-making. It explained 
that there was no proposed change in regulatory policy, but rather one in cost recovery 
methodology, and that the process of change had been initiated over a number of years via 
the Safety Regulation Finance Advisory Committee. It argued that the proposals arose 
principally as a consequence of the Joint Review Team (JRT), which comprised 
representatives from all sectors of the aviation industry, and had operated over a 15-month 
period. It claimed that it had approached the JRT process in an open and transparent 
manner and that its finances and efficiencies had been subject to close scrutiny by all 
sectors of the aviation industry. It concluded that, by establishing the JRT and providing a 
12-week consultation period for industry comment, it had explained the changes to the 
cost recovery process in sufficient detail so as not to require the compilation of an RIA.132 

90. In relation to its review of the Safety Regulation Group’s charges, we are content that 
the CAA entered into a sufficiently wide-ranging and considered discussion with the 
industry to obviate the need for an RIA in this instance. Nevertheless, it appears to have 
failed to make its reasons clear to those it regulates, leading to considerable disaffection 
among some organisations. We recommend that the CAA consider the merits of 
conducting an RIA whenever policy changes are proposed, even in instances not strictly 
stipulated by Government guidance. Where the CAA subsequently decides not to 
produce an RIA it is essential that it offer an explanation for this and enter into 
dialogue with its stakeholders to ensure they understand, if not agree, with this 
reasoning.  
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5 The CAA’s resources 

The CAA’s funding model 

91. The CAA does not have monies voted to it by Parliament and must instead recover its 
operating costs, plus a rate of return on capital set by the Government, through charges on 
the aviation industry for its regulatory services and on users of UK airspace through the 
Eurocontrol en route charges system. The CAA consults on its budget annually with the 
industry and with the Secretary of State.133 The BRC highlighted potential problems with 
this type of funding model in its 2003 publication on alternatives to classic regulation: 

“[…] certain regulatory bodies [that] pass on their costs to those they regulate may 
have little incentive to minimise these costs (though the regulated will try to ensure 
they do so). Some may want to impose high standards in order to avoid blame if 
things go wrong. And there may be little pressure to withdraw from regulatory areas, 
unlike in a competitive market where rivals will constrain growth.”134 

92. We found during our inquiry that the rationale for the CAA’s funding model was not 
well understood and was the source of disaffection among many of those charged with 
paying the bill. British Airways argued, for instance, that the CAA’s funding arrangements 
worked badly, while appearing to “serve the purposes of the CAA, the Treasury and the 
[Department for Transport].”135 It said that it had been too easy for the CAA to finance 
activities it wished to pursue, with little incentive to ensure that longstanding activities 
remained “necessary, proportionate and efficient.”136 

93. Several organisations proposed some change in the funding model. The Guild of Air 
Pilots and Air Navigators argued that funding of the CAA should come either from central 
Government, in line with other European states, or from a small surcharge to the 
beneficiaries of aviation safety regulation, the passengers.137 The British Helicopter 
Advisory Board contended that the entire regulatory cost of aviation in the UK could be 
met by a passenger levy of approximately £1 per passenger journey.138  

94. Dr Mark Thatcher from the London School of Economics explained to us that, while 
the UK funding model was currently unique in Europe, there might be moves towards this 
model in other countries over time.139 David McMillan, Director of the Aviation 
Directorate at the Department for Transport, provided us with further detail, explaining 
that the French Direction Générale de l'Aviation Civile had started charging the French 
industry for certification activities and that other countries were considering the same 
thing. It said that the tendency in Europe was moving towards users paying as opposed to 
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government paying.140 Sir Roy McNulty told us that, although the CAA’s funding model 
caused a significant degree of disagreement with its charge payers, he believed that it was 
the best funding option, because it placed a clear obligation on the CAA to try to deliver 
value for money.141  

95. The basic principle of the existing funding model, in which the CAA recovers its costs 
from those it regulates, is fair, and we are reassured to note that other European states are 
moving towards this model. There is, however, considerable dissatisfaction with the 
current unique position of the UK model among those charged with paying the bill. We 
recommend that the Government and the CAA publish a justification of the funding 
model to ensure that the rationale is well understood by all those who must meet the 
costs of the CAA. We further recommend that the CAA clearly demonstrate to those it 
regulates and those on whose behalf it regulates that it is avoiding the potential 
problems associated with this form of funding identified by the Better Regulation 
Commission: namely failing to keep its costs to a minimum, gold-plating, and failing to 
withdraw from unnecessary regulatory areas. 

External audit 

96. The CAA Sponsorship Statement stipulates that its accounts will be audited by 
independent auditors appointed by the Secretary of State, and that the audited accounts 
will then be laid before Parliament.142 This auditing provides for no assessment of efficiency 
or value for money, however.143 

97. The House of Lords Constitution Committee said in 2004 that it found it “anomalous” 
that the National Audit Office (NAO) did not have unqualified access to all of the 
economic regulators.144 The Committee noted that just three regulators were exempt—the 
CAA, Ofcom and the Financial Services Authority—and that Ofcom was set to become 
subject to scrutiny by the NAO under the Communications Act 2003. The Committee 
rejected the Government’s argument that the three regulators were exempt because they 
were each funded by fees and charges, and that there was therefore no taxpayers’ interest to 
be protected, pointing out that the NAO scrutinised Ofwat despite it being fully funded 
from licence fees payable by the regulated companies. The Committee recommended that 
the NAO should have “access consistently to all regulatory bodies”, with a view to 
“monitoring their cost-effectiveness and budgetary control.”145  

98. While this recommendation was rejected by the Government, we again heard calls 
during the course of our inquiry for a body such as the NAO to be asked to provide an 
assessment of the financial management of the CAA. Dr Mark Thatcher told us that he did 
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not understand why the CAA was not scrutinised by the NAO, given that it was “a public 
body with public powers.”146  

99. The CAA acknowledged that its cost base should be more open to scrutiny, telling us 
that it was clear that those from whom it recovered its costs desired a greater degree of 
transparency. It explained that it was working with its external auditors, 
PricewaterhouseCoopers, to review the CAA’s report and accounts against the criteria used 
to assess and benchmark the accounts of other public sector organisations, as part of the 
‘Towards Best Practice’ scheme jointly sponsored by the NAO and 
PricewaterhouseCoopers. It argued, however, that it believed that it was important that the 
CAA retained “flexibility in the deployment of its resources”, and that it therefore 
remained of the opinion that the existing structure of ‘commercial’ external audit and 
consultation with industry was preferable to oversight by the NAO and the creation of an 
additional layer of accountability.147 Rowena Burns of the Manchester Airports Group 
supported this approach. She called for the CAA to be allowed to continue the 
improvements it had made in recent years to the transparency of its costs, arguing that the 
introduction of a third party to scrutinise its finances might drive up the costs of 
regulation. She stated that, while she was not opposed to the CAA being subject to 
independent scrutiny, she believed that its primary obligation was to convince both its 
airlines and its airports that it was conducting itself in a cost-effective manner.148 

100. Dr Graham Braithwaite of Cranfield University argued, however, that the 
accountability of the CAA needed to extend beyond those it regulated. He cautioned 
against excessive involvement of those being regulated in reviewing the work of the CAA 
telling us that:  

“[…] the accountability should not be spread so much that the industry it is 
supposed to be regulating is pulling the strings of the CAA. I know there would be 
big concerns if the industry itself was pushing the CAA to be overly accountable to 
them as opposed to an independent agency.”149  

101. Several independent regulators subject to scrutiny by the National Audit Office 
(NAO), including Ofcom and Ofwat, are organised similarly to the CAA. We do not 
believe that it is sufficient for the CAA to enter into consultation with those it regulates to 
increase transparency and accountability. The CAA, as a public organisation, has a wider 
accountability. We recommend that the NAO be granted access to the CAA to conduct 
value for money and efficiency studies consistent with those carried out for other 
regulators. 
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Joint Review Team review of the Safety Regulation Group’s costs 
and charges 

102. The largest element of CAA costs relate to the Safety Regulation Group, and the CAA 
told us that it had become increasingly clear in recent years that some sectors of the 
industry had been paying more than their fair share of these costs. The CAA explained that 
its Board had therefore appointed a Joint Review Team in 2004, comprising representatives 
from different parts of the industry, the CAA and Government, to consider the distribution 
of the Safety Regulation Group costs. It said that the aim of the review was to achieve 
charges mechanisms that were “more cost-related, fair and reasonable”, that “minimised 
cross-subsidies between and within charges schemes”, and that “improved the 
transparency” of the Safety Regulation Group’s charges.150  

103. The CAA told us that, as a result of the review, proposals were developed for revisions 
to the charges schemes that could, over a period of 5 years, have a significant impact on 
charges to certain sectors of the aviation industry. It said that it intended to phase in the 
modifications to the charges structure in order to alleviate the financial impact on the 
smaller operators, and that it was seeking to minimise as far as possible the impact that the 
proposed increased charges would have on general aviation.151 

104. Despite these assurances, several smaller operators expressed their concern about the 
changes to us. The GA Alliance said that the change represented a transfer of £4 million of 
costs per year from general aviation to airlines, and said that this cost structure was 
untenable.152 The British Microlight Aircraft Association argued that the charging scheme 
should take more account of the ability to pay of those that it affected, and that failure to do 
so could result in some pilots “choosing to fly outside the law.”153  

105. The changes to the Safety Regulation Group’s charges are likely to have a 
significant impact on members of the general aviation community and we are 
concerned by the suggestion that some pilots may choose to fly “outside the law”. We 
therefore recommend that the Government and the CAA carefully monitor the impact 
of these changes, and take action where necessary to ensure that charges are fair and 
equitable and that operators in the general aviation sector are not unduly affected. 

Rate of return 

106. The Department for Transport explained to us that the CAA’s regulatory sector, 
comprising safety regulation, economic regulation and consumer protection, was normally 
required to achieve the higher of either an average annual 6% rate of return on the average 
current cost of capital employed, or break-even after charging interest and tax. The 
Department told us that, in a normal year, the 6% rate of return represented a monetary 
value in the order of £1.8m, compared to CAA turnover of approximately £81m. It 
explained that the return was used to pay National Loans Fund repayments and interest, 
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and for the funding of minor capital expenditure and taxation. It also noted that the return 
was being used to help fund the cost of transition from the UK basis of regulation to the 
EASA model, with the agreement of HM Treasury.154 

107. The Treasury reduced the average real return on capital required of many public 
sector organisations, where there is no competition and no realistic prospect of 
competition from the private sector, from 6% to 3.5% on 1 April 2003.155 Although the 
Treasury guidance issued in relation to this reduction did not cover self-financing public 
corporations such as the CAA, several witnesses argued that the same rate of 3.5% should 
be applicable.156 Keith Jowett of the Airport Operators Association accepted that, as there 
was such a long history of the charging arrangements in the UK, it would be “invidious to 
propose costs going back onto the UK taxpayer”, but he contended that the current charge 
meant that the UK industry was not on a level playing field with its European 
counterparts.157 He said that the Airport Operators Association was concerned that 
industry was being “double penalised”:158 

“As well as paying all of the costs of our regulator, which is not the case on the 
continent, we are also being charged what essentially becomes a profit margin to the 
Government for that regulation [representing] an assumed risk on capital of about 
3.5% over and above inflation, and we cannot see that this business, in terms of 
revenue flows to the Government, has any risk at all relating to it.”159  

Mr Jowett argued that the increasing ease of relocation of aviation activity across the world 
meant that the UK economy could be adversely affected if aviation organisations found 
costs in the UK to be prohibitive.160  

108. The Department informed us that the rate had been formally reviewed in 1997/98, 
and had been reduced at that time from an 8% three-year rolling average to 6%. It said that 
the Government considered 6% to be a “reasonable rate of return” for the risks the CAA 
faced.161 It explained that, while there had been no asset transfers to the CAA, it had been 
required to borrow funds—most notably to build Aviation House—and that it also 
continued to face a pension liability, property commitments and the potential for 
professional indemnity and third party liabilities. The Department told us that the return 
was not a 6% profit but was, instead, a recognition of the costs of those capital assets 
involved in the business.162 It accepted, however, that the aviation industry would prefer 
the rate of return to be more consistent with the 3.5% required of other Government 
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bodies/agencies, and it told us that it would, in conjunction with the Treasury, “consider 
carefully the views of the aviation industry in this respect.”163 

109. We welcome the Government’s promise to reconsider the level of the CAA’s 
required return on capital employed and recommend that, once complete, it should 
publish a detailed explanation of this review process and a justification of the level 
settled on. We recommend further that the level be kept under regular review to ensure 
that it remains at the lowest level necessary to allow the CAA to function effectively and 
provide a fair, not asset-sweating, return to the Exchequer. 

Value for money and financial accountability 

110. Some users of the CAA’s services claimed that the CAA failed to provide value for 
money in certain respects. De Havilland Support Limited, for instance, pointed to 
inadequacies among CAA surveyors. It complained that the industry was forced to pay the 
cost of CAA personnel learning about different aircraft types and systems, and explained 
that when the surveyor overseeing a long-term project was changed it was often the case 
that the new surveyor had a different interpretation of the requirements, meaning that 
previous agreements with the CAA, even those made in writing, were overturned.164 More 
commonly, witnesses did not provide us with specific examples of the CAA failing to 
provide value for money, but argued instead that more information regarding its 
operations would be beneficial. The Airport Operators Association believed, for instance, 
that there was “scope for greater ongoing scrutiny of the CAA’s cost base”.165  

111. The CAA argued that it had performed well recently in terms of efficiency and cost 
effectiveness, explaining that it had reduced its manpower by over 12% between 2001 and 
2005, despite an increase of 10% in the number of commercial flights and an increase in the 
CAA’s responsibilities and workload. It noted also that its operating costs, excluding Air 
Safety Support International, had fallen by 2.6% over the same period, equating to a 
reduction of more than 9% in real terms.166 The CAA’s Corporate Plan 2005/06 made 
reference to internal financial targets designed to control costs, and the CAA explained to 
us that its Continuous Improvement Programme, scheduled for 2006/07, would include 
quantifiable targets for each of its improvement initiatives, with progress against these 
being monitored and reported to the Board.167 

112. In order to retain the trust of those it regulates and those on whose behalf it regulates, 
it is important that the CAA not only keeps its costs in check and provides value for 
money, but that it demonstrates that it is doing so. We recommend that the CAA publish 
more detailed information about its financial management processes and more data 
relating to its performance in this area. We welcome the CAA’s move to producing 
quantifiable targets for efficiencies as part of its 2006/07 Continuous Improvement 
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Programme. We recommend that progress against these targets is subsequently 
reported in sufficient detail in the CAA’s annual reports and corporate plans, with clear 
reconciliation between targeted and achieved efficiency gains, to allow the CAA’s 
stakeholders, including Parliament, to scrutinise the Authority’s performance 
effectively.  

Recruitment and retention 

113. The CAA told us that its ability to fulfil its statutory remit, to deliver its corporate plan 
and to relate effectively to the aviation sector both in the UK and internationally, was 
“primarily dependent on the capability and quality of [its] staff.”168 It said that its current 
and future success would be determined by its ability to “attract, retain, develop and 
motivate high quality staff with appropriate skills, knowledge, experience and 
competencies”.169 

114. However, some witnesses noted certain failings among CAA staff. De Havilland 
Support Limited argued that CAA staff “lack skill, knowledge and experience of the sector 
and are inconsistent, adding significantly to industry costs with no improvement in safety”, 
while the Airport Operators Association suggested that some CAA employees may be too 
specialised, and that the CAA would therefore benefit from a broadening of the skills of its 
field personnel.170 Prospect commented on skill shortages in some areas of the CAA, telling 
us that within the past 18 months there had been two separate recruitment exercises in the 
Air Traffic Services Investigation arm of the CAA which failed to attract sufficient suitable 
candidates, leaving the posts unfilled. It said that, despite a number of separate initiatives 
for recruitment and market pay supplements, there continued to be a gap between the 
resources required and the staff in post. It argued that a common factor in the recruitment 
difficulties was the lower level of salaries offered by the CAA compared to those available 
within the larger air traffic service units of NATS.171  

115. The CAA responded to Prospect’s claims by arguing that it was no different from any 
other medium-to-large organisation in that, at any given date, it had a number of vacancies 
as part of ordinary organisational “churn”.172 It accepted that the 64 (9.9%) unfilled posts 
within the Safety Regulation Group as at 31 December 2005 represented an “unusually 
high” level, but argued that this should be viewed in the context of the transition of some 
safety regulatory activities to EASA.173 It explained that it had budgeted for above-inflation 
increases in the market-related supplements paid to certain sections of CAA staff as part of 
its planning in 2005/06, in order to ensure that it avoided “getting behind again in areas 
such as pilot and Air Traffic Controller pay.”174  
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116. We are concerned by the evidence we have heard about the CAA’s ability to recruit 
and retain appropriately qualified and experienced staff in the face of limited resources 
and competition from private sector organisations such as National Air Traffic 
Services. Although we note that “churn” within the CAA has been affected by the 
European Aviation Safety Agency, we do not find it acceptable that it should have 10% of 
its safety regulation posts unfilled at any time. We recommend that the Government 
review the effectiveness of market supplements as a means of bridging salary 
disparities. We further recommend that the CAA and the Government consider non-
financial incentives for making careers with the CAA more attractive, including 
provisions for flexible working, training and personal development. 
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6 Economic regulation of airports  

Airport price control reviews 

Background 

117. Under the Airports Act 1986, the CAA is responsible for the economic regulation of 
any airport with an annual turnover of at least £1 million in two of the last three years.175 
For the majority of these airports, economic regulation is limited. For airports designated 
by the Secretary of State, however, the CAA must conduct a price control review, generally 
every five years, setting the maximum level that each airport can charge airlines in the form 
of runway charges, aircraft parking charges and charges per passenger for the use of the 
terminal. The four airports currently designated include the three BAA-owned London 
airports of Heathrow, Gatwick and Stansted, and the local authority-owned Manchester 
Airport. In performing these regulatory functions, the CAA must have regard for its 
statutory duties, as detailed in Box 8.176  

Box 8: Statutory duties of CAA to be considered when setting price caps 

Under section 39 of the Airports Act, the CAA must perform its regulatory functions in the manner 
it considers best calculated: 
 

to further the reasonable interests of users of airports; 
 

to promote the efficient, economic and profitable operation of such airports; 
 

to encourage investment in new facilities at airports in time to satisfy anticipated demands by 
users of such airports; 

 
to impose the minimum of restrictions; and 

 
to take account of the UK's international obligations. 

Civil Aviation Authority, Airports review—policy issues: Consultation paper, December 2005, para 10 

118. Before it can set a price cap the CAA must, according to the Airports Act, make a 
reference to the Competition Commission.177 The referral requests the Commission to 
report on the appropriate maximum limit on airport charges for the forthcoming five-year 
period. The Commission is also asked to evaluate whether the airport has pursued a course 
of conduct contrary to the public interest in the previous five years. The CAA must “have 
regard to” the Competition Commission’s views when making its final decision on price 
caps, though it is not bound by them.178 

119. When undertaking its last airport price control review for the three designated 
London airports, the CAA proposed a ‘dual till’ approach. Under a dual till approach, 
airport charges would be calculated with reference to the costs and revenues associated 

 
175 With the exception of those airports managed by the Secretary of State, or owned or managed by the CAA. 

176 Ev 189, para 41; Civil Aviation Authority website, http://www.caa.co.uk  

177 Unless the Secretary of State directs otherwise. 

178 Civil Aviation Authority, Airports review—policy issues: Consultation paper, December 2005, para 3.35; Civil Aviation 
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with providing aeronautical activities alone, removing the scope for commercial revenues, 
for example from shops, to reduce airport charges below the cost of providing aeronautical 
services. The Competition Commission, in its report on the CAA’s proposals, said that in 
the longer term, a dual till approach would produce significantly higher airport charges 
than the existing single till approach, and concluded that the limited benefits of a dual till 
approach would be outweighed by significant disadvantages.179 

120. The CAA accepted the Competition Commission’s recommendations and adopted a 
‘single till’ approach to inform its final decisions on price controls for Heathrow, Gatwick 
and Stansted in February 2003. It announced its decision in relation to Manchester Airport 
in March 2003. These decisions covered the period 2003/04–2007/08, and the CAA 
subsequently extended the price control at Manchester by a further year. In 2005, the CAA 
launched its current review, covering 2008/09–2012/13 for the BAA airports and 2009/10–
2013/14 for Manchester Airport.180 

Effectiveness of the CAA’s reviews 

121. Manchester Airports Group said that, on the whole, the CAA had conducted previous 
price control reviews in an effective manner and that, in considering potential 
improvements to the process, it had shown a willingness to take the views of the airport 
and its airline customers into account.181 Other witnesses were more critical, however. The 
Airlines Consultative Committee at Stansted Airport (Stansted ACC) argued that reviews 
took up too much time and were too resource-intensive. It claimed that the CAA was too 
narrowly focussed on economic theories, with no understanding of the realities of 
operating an airline business in a competitive market place, and it argued that there needed 
to be more effective monitoring between airport reviews to ensure that there was 
compliance with the regulatory settlements and to enable users’ concerns to be properly 
addressed.182  

122. Dr Harry Bush, Director of the CAA’s Economic Regulation Group, argued that the 
accusation that the CAA did not understand the economic models underlying modern 
low-cost aviation was “unfounded”, and he pointed to a recent CAA review of the drivers 
of air transport demand in the UK as evidence of the CAA’s appreciation of market 
issues.183 The CAA told us that the designation of airports by the Government rather than 
by the regulator itself, the mandatory setting of price caps for five years, and the automatic 
referral to the Competition Commission, were all factors that limited the CAA’s flexibility 
to tailor its regulation to the evolving airports market.”184 

123. The CAA’s previous airport price control reviews have been criticised in some 
quarters for being lengthy and cumbersome, and for failing to understand and address the 
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issues of concern to airports and airlines. We accept the CAA’s argument that its 
flexibility is somewhat constrained by the framework within which it must conduct its 
economic regulation of airports. We therefore believe that the Government should 
review the whole process of price control. 

Designation 

124. David Starkie of Case Associates, a firm of competition and regulatory economists, 
argued that there were anomalies in the selection of designated airports. For instance, he 
questioned why BAA’s Scottish airports had not been designated, despite enjoying similar 
regional dominance to BAA’s London airports. He told us that it was debatable whether 
designation was still the best way of dealing with dominant airports or whether airports 
could instead be subject to normal competition law, with its focus on the abuse of 
dominant position. He said that any benefits of retaining designation had to be balanced 
against the significant costs involved in price regulation, and he highlighted the example of 
Australia, where price caps were removed in 2002 despite the absence of directly 
competing airports.185 

125. Mr Starkie suggested that, as an alternative to the total removal of designation, 
Manchester and Stansted alone could be de-designated. In the case of Manchester he 
argued that Liverpool was a “ferocious competitor” and he highlighted the drive within 
Manchester Airport to reduce its operating costs independently of any regulatory 
pressure.186 He further argued that the ownership of Manchester by local authorities made 
it a special case, with local governments normally being expected to act in the public 
interest. In relation to both Manchester and Stansted he said that the threat of future 
designation could provide the incentive to control behaviour, and he pointed out that BAA 
already capped its Scottish airports on a voluntary basis.187  

126. Dr Bush told us that, in determining whether or not to designate an airport, the 
Secretary of State needed to consider whether the absence of economic regulation would 
allow the airport to raise its charges to airlines. He argued that in the instance of Heathrow 
this was probably the case, because Heathrow was a natural monopoly. Similarly, he 
suggested that it may be true for certain elements of Gatwick, but conceded that it might be 
less true “for some elements of Stansted and Manchester.”188 He said that the CAA was 
conducting market analyses to determine the level of competition for each of the four 
designated airports, and that it would enter into discussions with the Government if it 
thought it was appropriate to de-designate any of them. He noted that ultimately, however, 
it was for the Government to determine which airports were designated.189 

127. The Minister said the Government had no objection to de-designation in principle. 
She said that criteria—including profitability and the extent of monopoly power—had 
been set out ten years previously for determining whether there was a case for lifting the 
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designation of an airport, and that it was for the airports concerned to advance arguments 
for de-designation against these criteria. She told us that the Government would need to be 
assured that a model for competition existed and that re-designation would not be required 
a few years down the line.190 

128. We recommend that the Government review the continuing need for the 
designation of airports subject to economic regulation by the CAA as a matter of 
principle, and that it publish an assessment of the relative merits of this approach 
compared to the use of standard competition legislation to regulate the abuse of 
dominant position by airports. The Government should consider de-designating 
Manchester and Stansted as a first step. This review should be informed by experiences in 
other countries, such as Australia, where price controls were removed in 2002. If the 
Government decides to retain the principle of designation, we recommend that it 
further consider whether designation is best conducted by the Secretary of State, or 
whether the flexibility of the CAA would be improved if it were allowed to designate 
which airports should be subject to price controls.  

Competition Commission  

129. A number of witnesses criticised the automatic referral of the CAA’s airport price 
control reviews to the Competition Commission. Manchester Airports Group believed that 
the referral was both inappropriate and unhelpful. It argued that what was effectively a 
duplicated review process produced an “enormous” additional administrative burden for 
the regulated company.191 It also argued that the CAA, given its role as overall regulator of 
the industry, was far better placed than the Competition Commission to make decisions in 
this area. It concluded that it was a highly unsatisfactory arrangement, which appeared to 
add no value in terms of the CAA meeting its objectives, and should therefore be brought 
to an end at the earliest opportunity.192 The Chairman of the Better Regulation 
Commission said that, by bringing an automatic referral to the middle of the process rather 
than allowing for one at the end, a route of appeal for the regulated community was 
effectively removed. He argued that, from the perspective of an independent observer, it 
represented an “odd situation” and he hoped that, if all parties were agreed, the 
Government would look to correct this anomaly.193 

130. The CAA agreed that the automatic referral to the Competition Commission could 
add to the complexity of the review process in terms of accountability, time and cost. Dr 
Bush explained that the referral extended the price control review process by 6–12 months 
and that, in the last instance, it had cost BAA and Manchester Airports Group £1.5 million 
each, although he pointed out that some of that work would otherwise have been 
undertaken by the CAA, meaning that the net figure would be lower.194 He detailed other 
disadvantages, including some duplicated effort and the possible incentive for some parties 
to hold back issues until the process reached the Competition Commission stage.  
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131. The CAA told us that it would prefer a shift towards the standard regulatory model, in 
which the CAA could reach its view and then leave it to the regulated companies—in this 
instance, the airports—to decide whether they wished to appeal to the Competition 
Commission. Dr Bush pointed out, however, that airlines had reservations about such a 
move because they would have no right to appeal to the Competition Commission.195 This 
suggestion was reflected in the evidence we received from a number of airlines. Virgin 
Atlantic told us that the experience of the regulatory process in 2003 showed “the 
importance of the regulator also being performance-reviewed, particularly when difficult 
economic issues are the bones of contention.”196  

132. A Department for Trade and Industry consultation on regulatory reform in 1998 
indicated that the Government was keen to align the framework for airports regulation 
with the framework used for other industries, and the CAA explained to us that it had been 
the Government’s stated policy for some years that the involvement of the Competition 
Commission in the CAA’s economic regulation should move towards the standard 
model.197 The Minister told us that the Government had previously planned to remove the 
automatic referral on the basis of a consensus between all of the affected parties, but that it 
had subsequently changed its mind due to a perceived break-down in this consensus.198 

133. We are concerned that the automatic referral of CAA price control review decisions to 
the Competition Commission adds 6–12 months to the review process and also appears to 
result in a duplication of effort and extra costs to the regulated airports. We note the 
concerns of some airlines that the removal of the automatic referral might undermine their 
opportunity to influence the outcomes of future reviews, but we believe that this could be 
compensated for by the efforts of the CAA to incorporate the views of airlines at other 
stages of the review process. The institutional model for the economic regulation of 
airports is anomalous. We recommend that, as of the next price control review, the 
Government implement its own 1998 proposals to make CAA airport review decisions 
subject to the standard regulatory model, in which the CAA reaches airport price 
control decisions based on its own review and the airports, as the regulated 
organisations, subsequently have the right of appeal to the Competition Commission.  

Constructive engagement 

134. As part of the price control review begun in 2005, the CAA introduced the concept of 
“constructive engagement”, whereby airports and their airline customers are given the 
opportunity to reach agreement on a number of issues (see Box 9) with the CAA acting as a 
facilitator. The CAA continues to lead on some technical issues where it considers it has a 
competitive advantage and, in the absence of agreement, a decision on a price cap is 
reached through a traditional process where the regulator takes the lead. The CAA argued 
that by introducing constructive engagement, “the normal business of commercial 
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airport/airline interaction should be reinforced by the regulatory process, rather than 
interrupted by it.”199 

Box 9: Responsibilities of airlines and airports in the constructive engagement process 

Under constructive engagement, airports and their airline customers are asked to identify: 
 

volume and capacity requirements; 
 

the nature and level of service outputs; 
 

opportunities for operating cost efficiencies; 
 

the nature and scale of the investment programme; 
 

the efficient level of future capital expenditure associated with that programme; 
 

the revenues from non-regulated charges by the airport to airlines over the price control 
period; and 

 
the elements of service quality and investment to which specific financial incentives should be 
attached and—depending on what progress can be made—the details of such financial 
incentives. 

Civil Aviation Authority, Airport Regulation: the process for constructive engagement, May 2005, p 6 

135. Several airlines welcomed the introduction of constructive engagement. British 
Airways supported the CAA’s approach, while cautioning that it needed to be realistic 
about the scope for agreement, and its Director of Government and Industry Affairs said 
that it appeared to represent a sensible and appropriate response by the CAA to the 
criticism levelled at it following the previous quinquennial review.200 Manchester Airports 
Group concurred, saying that while it was too early to judge whether the new approach 
would lead to a more effective review process, preliminary indications at Manchester 
appeared positive.201 Virgin Atlantic told us that, so far, it seemed to be working well, with 
the airlines being consulted seriously on BAA’s short-, medium- and long-term plans for 
Heathrow and Gatwick for the first time. It pointed out, however, that the strain of this 
process on airline resources could be significant, particularly for smaller airlines.202  

136. While constructive engagement appeared to be working well at Manchester, 
Heathrow and Gatwick airports, it did not appear to have been successful at Stansted. The 
airline customers of Stansted argued that BAA was to blame for this outcome. The Airlines 
Consultative Committee at Stansted Airport (Stansted ACC) said that BAA had 
“stonewalled” the constructive engagement process, arguing that it had a record of 
consistently refusing to provide sufficient information to enable airlines to participate in an 
adequate and informed consultation process.203 Michael O’Leary, chief executive of 
Ryanair, explained that for 15 months, Stansted airlines had been requesting details of the 
traffic forecasts used by BAA in formulating its Stansted Generation 2 consultation 
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document, only to receive them the day before publication of the report.204 Mr O’Leary 
claimed that the airlines had been told that the figures used by BAA were developed 
internally, without any consultation with airlines or passengers, and that no reports existed 
detailing the work undertaken by consultants, for which the BAA had, he suggested, paid 
£20 million.205  

137. The Stansted airlines argued that there was a lack of incentive for BAA to participate 
in constructive engagement. Mr O’Leary argued that the process could only work if 
penalties were imposed on any party failing to engage and that, while there was a built-in 
penalty for the airlines—in the form of higher airport charges—there was no equivalent for 
BAA.206 Stansted ACC told us that the process was bound to fail in circumstances where 
BAA was under “no threat of competition being introduced” and therefore free from any 
form of regulation designed to ensure that it does not abuse its dominant position.207 In 
addition, it said that constructive engagement could not work while BAA remained able to 
incur substantial expenditure without the agreement of users.208  

138. Mike Toms of BAA suggested, however, that the failure of constructive engagement at 
Stansted was not due to any reticence or lack of incentive on the part of BAA, but was 
instead due to the Stansted airlines failing to respond “with the same degree of 
engagement” as airlines based at Heathrow and Gatwick.209 He argued that BAA had 
adopted the same approach and culture, and had provided the same information—
including its capital expenditure programme, its traffic forecasts and its analysis of 
operating costs—at each of its three South East airports.210 Keith Jowett of the Airport 
Operators Association added that the CAA had noted that the additional information 
being sought by Stansted airlines was “not pertinent to the process of constructive 
engagement”.211 

139. David Starkie suggested that the apparent failure of constructive engagement at 
Stansted might have resulted from a clash of two very different cultures. He argued that 
BAA retained much of the culture of its nationalised industry roots, while the low-cost 
airline customers of Stansted were driven by a totally different commercial culture, which 
made it very difficult for them to agree with BAA on a forward investment programme.212  

140. We welcome the introduction by the CAA in its current airport price control 
review of the concept of ‘constructive engagement’. Where it works well, we are hopeful 
that it will improve the efficiency of the review process and produce outcomes which all 
parties find acceptable. We see this process as further reducing the need for an automatic 
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referral to the Competition Commission. We are disappointed by the failure of 
constructive engagement at Stansted Airport, however, and we note that bringing airlines 
and airports together is not in itself enough to ensure agreement. We believe that the 
strategy needs to be developed further to include structured and balanced incentives, such 
as the imposition of penalties, for the different parties to engage fully with the process. We 
recommend that the CAA conduct an assessment of the use of constructive engagement 
in relation to the current price control review at each of the designated airports, to 
identify good practice and areas requiring further attention. In particular, the CAA 
should ensure that the burden placed by the process on the resources of smaller airlines 
does not prohibit their involvement. 

BAA dominance of London airports market 

141. In 2005, 63% of UK air passengers travelled through one of the BAA-owned airports 
at Heathrow, Gatwick, Stansted, Glasgow, Edinburgh, Aberdeen and Southampton. In 
London, the proportion was 92%.213 The Transport Committee said in 2003 that the 
dominant position of BAA in London meant that the ownership of the UK’s airports was 
“deeply flawed.”214 The Committee concluded that: 

“It is ineffective and inappropriate to have a single private sector operator controlling 
such a large part of our aviation infrastructure. If the Government is wedded to the 
idea of maintaining BAA in its current form, it must undertake a thorough review of 
the way in which it is regulated […] In our view it would be more appropriate to 
break up its monopoly.”215 

142. During the course of our inquiry, a number of witnesses again raised the monopoly 
issue.216 In June 2006, BAA accepted a takeover bid from a consortium led by Ferrovial, a 
Spanish construction company.217 At the same time, the Office of Fair Trading launched a 
market study of UK airports, including the dominant position of BAA, designed to 
determine whether or not to make a market investigation reference to the Competition 
Commission. The Office of Fair Trading expects to complete the study by late 2006.218 We 
remain of the opinion that the BAA monopoly should be broken up. We are pleased to 
note that the Office of Fair Trading has launched an investigation into the UK airports 
market and we hope it will report its conclusions sooner rather than later.  
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7 Airspace regulation and aviation 
sustainability 

Environmental constraints on aviation growth 

143. Professor Callum Thomas of the Centre for Air Transport and the Environment at 
Manchester Metropolitan University told us that the rate of growth in aviation demand 
was outstripping the environmental benefits offered by new technologies and operating 
practices, meaning that the environmental impacts of the aviation industry could increase 
in the future. He argued that this was significant because there was a direct link between 
the way in which aviation addressed its environmental impacts and its potential for future 
growth. He pointed out that noise, air quality and biodiversity issues were already starting 
to constrain the operational capacity and growth of airports at the local level, while at the 
global level the implications of aviation for climate change was becoming an increasing 
concern, leading to calls for constraints on growth.219 

Air navigation functions and the CAA’s environmental remit 

Background 

144. The CAA’s airspace policy objectives are set out in the Air Transport Act 2000, which 
states that “the CAA must exercise its air navigation functions so as to maintain a high 
standard of safety in the provision of air traffic services”.220 While safety is the priority, the 
Act also sets out a list of secondary objectives, including a responsibility to reduce the 
environmental impact of aviation, in particular of greenhouse gas emissions and ozone 
depleting substances, local air pollution and noise.221 The CAA is organised so that the 
exercise of its air navigation functions are discharged by the Directorate of Airspace Policy. 
The Directorate has responsibility for the airspace policy functions established in the Civil 
Aviation Authority (Air Navigation) Directions 2001 and the Guidance to the Civil Aviation 
Authority on Environmental Objectives.222 The Guidance on Environmental Objectives states 
that, in relation to civil aviation: 

“[…] negative effects on the environment should be minimised […] whilst the 
contribution of air transport to the economy should be maximised. Additional 
capacity should be provided only where this is economically and environmentally 
justified. This necessarily involves striking a balance between the needs of an efficient 
air transport industry […] and minimising the impacts on the environment and on 
the communities around aerodromes and under their flight paths. It is necessary to 
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act proportionately, for example, by recognising that environmental dis-benefits may 
be justified when all sustainable development objectives are taken into account.”223 

Balancing environmental objectives in developing airspace policy 

145. The CAA explained that, in keeping with its environmental objectives, it made 
changes to airspace arrangements only after consultation and only where it was clear that 
an overall environmental benefit would accrue or where airspace management 
considerations and the overriding need for safety allowed for no practical alternative. It 
informed us that it had developed and published an Airspace Change Process which 
allowed for consultation on proposals with representatives of airspace users, aerodrome 
operators and providers of air traffic services and other bodies and individuals as 
appropriate. It said that, in addition, guidance was given on the representative bodies that 
must be consulted in respect to the environmental impacts of the change.224  

146. Several witnesses argued that there was an uneven approach to the CAA’s airspace 
change consultations, however. Leicestershire County Council told us that a consultation 
in 2004 on airspace changes around East Midlands Airport had been poorly carried out 
and did not include a number of local authorities, including Leicestershire. It said that, 
despite the CAA giving its approval to the change in July 2004, the airport itself decided to 
undertake consultations again, following representations by the local authorities. The 
County Council recommended that the Government should ensure that local authorities 
affected by airports and their activities became “statutory consultees” in relation to air 
space changes.225 In addition, Lonek Wojtulewicz of the County Council argued that the 
CAA should be more transparent and explicit in its reasoning for its airspace change 
decisions.226 The Campaign to Protect Rural England (CPRE) also noted a number of 
imbalances, and argued that the CAA needed to demonstrate its independence from the 
airlines and other users if it was to “secure confidence amongst the public in its 
consultation processes.”227 

147. The CPRE was concerned that the CAA’s environmental responsibilities appeared to 
be secondary to its other non-safety objectives. It argued that, because the CAA had been 
created at a time when the concept of sustainable development had not been invented, it 
had been set up to be “primarily concerned with the regulation of airspace in order to 
address the needs of airspace users.”228 It pointed out that none of the CAA’s 12 directors 
had an environmental remit and it argued that the CAA’s financial reliance on those it 
regulated, and therefore on the physical movement of aircraft and passengers, risked 
generating a conflict of interest with its environmental responsibilities. It highlighted a 
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statement in the CAA’s Annual Report 2005 welcoming sustained growth in key activity 
measures as an example of such a conflict.229  

148. In addition to balancing the needs of airspace capacity and the environmental impact 
of aviation nationally, it was evident that the CAA faced a difficult task in balancing the 
concerns of different groups at the local level. In relation to the airspace changes at East 
Midlands Airport, for instance, Mr Wojtulewicz accepted that the eventual changes had led 
to an overall reduction in the number of people affected by aircraft noise in Derbyshire, 
Nottinghamshire and Leicestershire, but he was unhappy that the amount of controlled 
airspace over Leicestershire had doubled.230 The CPRE explained that while it was 
“unacceptable” to locate the increasing environmental impact of aviation in over-
populated areas, any move to spread it out over rural areas risked spoiling the tranquillity 
of the countryside—one of its defining characteristics.231 

149. Paul Hamblin of the CPRE told us that technological improvements and changes to 
flight paths could produce simultaneous safety, economic and environmental benefits, but 
that the expansionary message of the Government’s Air Transport White Paper meant that 
the CAA faced real problems in trying to achieve benefits in all three areas. Despite this, Mr 
Hamblin felt it was better to attempt to resolve those conflicts within the CAA rather than 
establish a separate body to deal with environmental regulation. Mr Wojtulewicz 
concurred, arguing that the creation of a separate body would lead to confusion as to who 
the ultimate arbiter was with regards to airspace changes.232 Other witnesses argued, 
however, that sufficient account was already taken of environmental issues during airspace 
change considerations. Andrew Cahn of British Airways claimed that environmental issues 
were taken very seriously and that the approach taken by the CAA to airspace regulation 
was unresponsive to the needs of the market and too slow and cumbersome, with some 
changes taking four or five years to be approved.233  

150. The CAA accepted that balancing the public’s desire to fly and airlines’ willingness to 
meet the demand with the impact on the environment was a challenge, but it argued that 
its Airspace Change Process gave proper regard to the environmental impact of the change. 
It explained that the Guidance on Environmental Objectives was due for review and said 
that it wished to see: 

“[…] greater clarity in the revised Guidance so that proposers of airspace changes 
and those that are affected, both in the air and on the ground, are clear about the 
balance to be struck between commercial and public benefit and environmental 
impact.”234 

151. The Minister accepted that there was a tension between the CAA’s roles of safety, 
economic and environmental regulator. She said that there was “an economic benefit to 
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aviation”, “an absolute bedrock expectation that safety is paramount” and “a growing and 
real and serious concern about the environmental impacts of aviation” which had to be 
addressed.235 She argued that those areas could not always be reconciled to everybody’s 
satisfaction, but said that all three of them had to be kept in a proper balance over time.236  

152. In exercising its air navigation functions, it is clear that the CAA faces competing 
pressures in terms of safety, economic and environmental considerations. It is of 
paramount importance that the CAA should give top priority at all times to matters of 
safety. The increasing constraints placed by environmental limits on the ability of the UK 
aviation market to grow mean that the CAA must increasingly have regard for the 
concerns of those affected by the environmental impact of aviation. We recommend that, 
as a minimum, the CAA be required to consult more widely, more openly and at an 
earlier stage of the process with local authorities, interest groups and individuals 
concerned about the environmental impact of airspace changes. We recommend 
further that the CAA should be required to make clear the reasons for its decisions as a 
matter of course. We recognise that any extension in the scope of the CAA’s consultation 
might lead to the airspace change process becoming longer, but we believe that it is vital 
that those affected by the negative environmental impact of aviation should be given the 
right to have their opinions heard.  

Scope for extending the CAA’s environmental remit 

153. A number of witnesses suggested that the CAA’s environmental remit would need 
extending over the coming years. Professor Callum Thomas argued that the extent to 
which environmental issues were going to drive the industry in 20 years’ time meant that 
this was an area which was going to have a far greater influence than it had in the past. He 
said that the industry would increasingly need to consider trade-offs between economic 
benefits and environmental costs.237 Councillor Ruth Cadbury of Hounslow Borough 
Council argued that the CAA should have its remit extended to include the impact of 
aviation on the wider population, particularly those living next to airports. More 
specifically, the Borough Council argued that the CAA should have more responsibility, 
including the ability to set mitigation criteria and targets for airlines and airports, and 
impose sanctions on those failing to meet them.238  

154. The Campaign to Protect Rural England (CPRE) argued that the remit of the CAA 
needed to be re-examined in the light of the Government’s Sustainable Development 
Strategy, with the CAA being given a statutory duty to promote environmentally 
sustainable development.239 The CPRE raised a number of areas in which it felt the work of 
the CAA was not currently comprehensive enough. For example, it told us it felt that the 
UK lacked a strategic overview of the consequences of growth for airspace management, 
arguing that changes to the height and location of flight paths and stacking areas were 
made on a piecemeal basis, preventing a proper assessment of their cumulative impact. In 
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addition, it argued that the CAA did not seem to be in a position to question the 
desirability or otherwise of meeting air traffic forecasts, and that its actions were therefore 
“quickly relegated to mitigating for environmental damage rather than avoiding it in the 
first place.”240  

155. By contrast, David Starkie of Case Associates argued that the CAA should not get 
“heavily involved” in environmental matters because standards in relation to noise and 
emissions were set at the international level and therefore were better regulated from that 
perspective, while local level environmental issues were better handled at a sub-national 
level.241 

156. The CAA said that it was “broadly content” with the balance between its obligations 
and did not see the need for further statutory duties.242 It told us that increasing public 
awareness of the impact of aviation and a willingness to voice concerns had made it 
“almost impossible” to reach a consensus in recent years, but it contended that the 
Government’s sustainable development objectives would be achieved, provided the CAA 
operated in accordance with its statutory duties.243 In response to the accusation that it 
made changes to the height and location of flight paths and stacking areas on a piecemeal 
basis, the CAA contended that air traffic controllers were able to use the full lateral and 
vertical extent of controlled airspace for the purpose of “achieving the most efficient and 
expeditious flow of traffic”, and that such use would vary according to operational 
circumstances such as weather, volume of traffic and landing and take-off direction.244  

157. To assist the CAA in giving proper consideration to environmental concerns, we 
recommend that the Government amend its Guidance on Economic Objectives to make 
it clear to the CAA and other stakeholders what balance it expects to be struck between 
commercial and public benefit and environmental impact.  
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8 General aviation 

Definition 

158. The CAA has defined general aviation as including any civil aircraft operation other 
than a commercial air transport operation, where ‘commercial air transport’ is defined as 
an aircraft operation involving the transport of passengers, cargo or mail for remuneration 
or hire.245 The GA Alliance told us that the principal sectors of the general aviation industry 
included sport and recreational aviation, personal transport for business and private 
purposes, flying training, corporate aviation, aerial work and a wide range of ancillary 
activities from maintenance to airport services.246 The CAA has estimated that the sector 
employs over 11,000 people in the UK and makes a direct economic contribution to the 
country of £1.4 billion, representing approximately 8% of the economic contribution of 
UK commercial aviation.247 

General aviation issues 

CAA focus on general aviation 

159. A number of witnesses claimed that the remit and structure of the CAA produced a 
bias towards the commercial aviation sector. The British Business and General Aviation 
Association (BBGA) argued that the Civil Aviation Act 1982 focused overwhelmingly on 
air transport services, and that it had set the tone for the CAA ever since: “that of looking 
after large industry.”248 The GA Alliance contended that the single reference to general 
aviation within the nine page Chairman’s Report in the CAA’s Annual Review 2005 was 
evidence of the CAA’s lack of concern for general aviation, as was the fact that the CAA 
Board had no representation from general aviation. It recommended that there should be a 
specific obligation on the CAA to secure the future, or otherwise protect, general 
aviation.249  

Burden of regulation on general aviation 

160. Despite this perception of a failure to have sufficient regard for general aviation, a 
number of witnesses argued that the CAA over-regulated the sector. The GA Alliance 
claimed that requirements which were easy for airlines to adopt, such as carrying safety or 
navigational equipment which they tended to use as part of their normal business, were 
much more difficult for general aviation aircraft to adhere to, and therefore had a high cost 
relative to any potential benefit.250 The BBGA pointed out that smaller aviation operators 
in the US have a distinct set of regulations from commercial organisations, and it argued 
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that the one-size-fits-all wording of regulations in the UK frequently caused difficulty for 
general aviation organisations. Mark Wilson of the BBGA said that, in a risk-based 
regulatory environment it was correct that the large airlines should receive most attention 
from the CAA, but that the BBGA had a problem with being “forced to pick up regulation 
which was clearly designed for others.”251 

Delegation of regulation 

161. Several witnesses suggested that general aviation could better be regulated if more of 
the regulatory functions were delegated or devolved to competent bodies. Keith Mans of 
the Royal Aeronautical Society said that the CAA should delegate work on aircraft of less 
than 5,700 kg operated for private, sporting and recreational purposes to appropriate 
industry bodes or to qualified individuals, arguing that such delegation could improve 
safety by encouraging more innovative designs. He said the key was that regulation should 
be proportionate and should focus on “quality assurance, not quality control.”252 The CAA 
explained to us that it used various regulatory models in relation to general aviation, based 
on a proportionate approach, ranging from “full”, through “devolved”, to “self-
regulation”.253 It pointed out that the creation of EASA impacted to some extent on its 
ability to delegate regulation, with EASA’s remit encompassing certain airworthiness 
aspects of glider operations which had previously been unregulated by the CAA. It said, 
however, that it continued to support greater devolution in respect of non-EASA aircraft, 
subject to industry competence being available.254  

Flight training and skilled labour 

162. The GA Alliance told us that most new pilots entering the airline industry were from a 
self-funded route starting with training within the general aviation sector, and it argued 
that without a sound base of general aviation in the UK, airlines would be forced to seek 
pilots from abroad. There were already many instances of flight training organisations 
moving abroad because the regulatory regime and costs in the UK had become 
uneconomic and uncompetitive.255 The BBGA argued that the CAA’s handling of flight 
training was a significant factor in the transfer of training to overseas providers, and that 
the cost to train a pilot to a commercial level had increased by around 80% in the last five 
years, with costs to training schools rising at an even faster rate.256 

Access to airspace and airports 

163. The GA Alliance remarked that, due to excess demand, many airports were accepting 
general aviation aircraft only with “swingeing price increases”.257 It argued that the sector 
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was therefore being denied access to airports with facilities, particularly for landing in bad 
weather, and that pilots were being denied access to adequate training facilities. It 
contended that the CAA did not take such factors into account when considering 
applications for expansion by airports.258 Paul Draper of the GA Alliance told us that 
general aviation aircraft were also being squeezed out of airspace by the increasing amount 
of commercial airline traffic, a situation which Martin Robinson of the Aircraft Owners 
and Pilots Association lamented, commenting that “the best safety device on any aircraft is 
a well-trained pilot and safety is enhanced by having pilots flying, not just by pure 
regulation.”259 

The CAA’s strategic and regulatory reviews of general aviation 

164. Many of the issues raised with us by witnesses were considered as part of the CAA’s 
closely-related strategic and regulatory reviews of general aviation in the UK, published in 
June and July 2006 respectively.260 The Strategic Review accepted that increased commercial 
aviation activity levels had increased the difficulties—and, in some cases, the costs—for 
general aviation in accessing airspace and airport infrastructure. The report found that 
most pilots and many engineers came into commercial aviation via general aviation, but it 
warned that the supply of labour to the aviation sector could become tighter in the future. 
There were fewer engineers coming into the industry and there was some evidence that 
general aviation was not producing the numbers of pilots that it previously had. The report 
suggested that increased demand from growing economies such as China and India might 
represent “something of a structural shift”, and it said that it was likely that the UK general 
aviation sector would need to play a part in ensuring sufficiency of future labour supply.261  

165. In the light of its findings, the report called for the Government to consider making a 
policy statement on the value of maintaining a viable network of general aviation airfields 
and to revise the CAA’s statutory objectives to remove any suggestion of bias toward 
commercial transport over general aviation. The report claimed that more effective 
dialogue between the general aviation community, the CAA and Government would help 
to improve policy and regulation affecting the sector, and it noted that all parties had 
lessons to learn. To this end, it recommended the designation of individuals within the 
CAA and Government as general aviation “focal points”, as well as the establishment of a 
quarterly forum.262 

166. The Regulatory Review found that the CAA went further than other national aviation 
authorities in devolving tasks to separate organisations and said that there appeared to be 
scope for further delegation to the general aviation community in some certification areas 
for non-EASA aircraft. The report recommended that the list of general aviation 
consultative fora, their participants and terms of reference should be placed on the CAA 
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website, and made a number of further recommendations in relation to the collection and 
use of general aviation fatal accident statistics.263 

167. We heard a wide range of concerns raised by members of the general aviation 
community in relation to over-regulation by the CAA and bias towards the commercial 
aviation sector. We therefore welcome the completion and publication by the CAA of 
both its Strategic Review of General Aviation in the UK and its Regulatory Review of 
General Aviation in the UK, and we support the recommendations they make. It is 
particularly important that efforts are made to improve dialogue between the general 
aviation community and the CAA, in order to ensure that the concerns of the general 
aviation community are incorporated into the CAA’s regulatory work. In addition the 
transparency of the CAA’s consultations should be improved, in order to lessen 
perceptions among the general aviation community of bias towards the commercial 
aviation sector. We are concerned to note the findings of the CAA’s Strategic Review in 
relation to future potential skilled labour shortages in aviation, and we urge the 
Government and the CAA to work with the general aviation sector to help it continue 
to contribute to future skilled labour supply.  
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9 Conclusion 
168. The UK aviation industry has changed significantly since the establishment of the 
CAA in 1972 and a comprehensive review of the organisation is overdue. Overall, the CAA 
appears to be performing well within the regulatory framework provided for it, but we 
believe that some structural changes to this framework might allow it better to meet the 
needs of the aviation community and the wider public. Although there is much to be 
admired in the performance of the CAA, it is clear that many of those affected by its 
activities are dissatisfied with certain aspects of its work. While some of these 
dissatisfactions might be well-founded, we believe that others are a result of little more than 
the CAA’s failure adequately to communicate with them. It is important that the CAA 
makes more effort to listen to, and act upon, the concerns of those it regulates and those on 
whose behalf it regulates. It is equally important that it is open about its processes and 
operations, so that those involved in, and affected by, the aviation industry, and the public 
at large, can see and understand what it is doing. 

169. We have been concerned by the evidence we have received of the chaos surrounding 
the establishment of the European Aviation Safety Agency (EASA). It is clear that this 
organisation is not yet ready to do its job and it is vital that the UK transfers no further 
responsibilities to it until it has shown itself capable of undertaking its existing 
responsibilities. The brief history of the founding, planning and implementation of EASA 
inspires a feeling of despondency about the ability of those minded to make transnational 
European agencies work either effectively or efficiently. The Commission must examine 
closely the lamentable history of this half-baked, half-cock project, and apply the lessons 
learnt to future endeavours. We also hope it will seek to provide evidence of its competence 
by righting the situation of EASA promptly.  

170. It is clear that the UK aviation market will continue to change in the coming years: 
Europe will have an increasing influence on the UK market; capacity constraints will 
increase and will need balancing against growing and very real concerns about the 
environmental impact of aviation; and there will be a potential tightening of the skilled 
labour pool. It is vital that the CAA recognises such changes in the market and is 
responsive and flexible enough in its structure and its remit to meet the challenges of the 
next 20 years. 
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List of recommendations 

Management of the CAA 

1. The Government has been negligent in its failure to undertake strategic reviews of 
the role, remit and objectives of the CAA as required by the Sponsorship Statement. 
We recommend that the Department for Transport carry out a root and branch 
review to examine the continuing need for the CAA and the extent to which its 
functions could be more effectively undertaken in other ways. (Paragraph 5) 

2. It is highly unlikely that the CAA, with its four major functions of ensuring safety, 
determining airspace policy, economic regulation of aviation and licensing of air 
travel organisers, would be created in its current form, as a single Authority, today. It 
is a tribute to the professionalism of the CAA’s current staff that the potential 
conflicts inherent in the Authority’s structure have been avoided. Nonetheless, the 
potential for conflict remains and the Government should keep the CAA’s structure 
under review. We recommend no changes in the present organisational structure. 
However, we recommend that the CAA, in formulating its policy and 
communicating its instructions, should seek to deepen the level of co-operation 
between its different regulatory groups, to ensure that the message it delivers to those 
it regulates is consistent and clearly conveys the primacy of safety considerations.  
(Paragraph 17) 

3. We do not recommend any widening of the CAA’s remit to include a duty to 
promote enterprise and innovation in the aviation industry. We agree with the CAA 
that this role is better filled in the UK by the Department for Transport and the 
Department of Trade and Industry. (Paragraph 20) 

4.  There is a perception of a lack of clarity about the role and status of CAA advice in 
policy-making within the Department. We recommend that the critical review we 
have suggested the Department undertake should give consideration to the 
Department’s channels and processes for communicating with the CAA to ensure 
greater transparency about the expected role of the CAA in policy-making. 
(Paragraph 26) 

European Aviation Safety Agency 

5. We are emphatically opposed to any diminution in safety standards in the UK in the 
name of harmonisation. We are favourably disposed to the principle of European co-
operation to create joint safety standards and enforcement only if it genuinely assists 
all European Union countries in matching the highest aviation safety standards. 
(Paragraph 32) 

6. It is with dismay that we have learnt of the chaotic state of the European Aviation 
Safety Agency (EASA), which at this time is not able to fulfil its declared purpose. 
EASA is an accident waiting to happen—if its problems are left unchecked, we 
believe it has the potential to put aviation safety in the UK and the rest of Europe at 
risk at some point in the future. (Paragraph 36) 
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7. The United Kingdom cannot and must not transfer any further powers from the 
CAA to EASA until the Government is assured that the serious problems of 
governance, management and resources at EASA have been resolved. We welcome 
the Minister’s assurances on this. (Paragraph 38) 

8. we are concerned that the operational difficulties within EASA mean that a 
knowledge gap is developing which has the potential to undermine safety innovation 
in the aviation industry. We recommend that the Government make representations 
to the European Commission to ensure that action is taken to remedy this gap. The 
CAA must resume the research it has so far curtailed.there should be no further 
closure of CAA departments and functions before the Government is absolutely 
satisfied that the comparable departments and functions at EASA are fully 
operational. (Paragraph 43) 

9. We welcome the representations made by the UK to EASA’s Management Board 
and to the European Commission about the Agency’s present ineffectiveness, and we 
are encouraged to note that the CAA has observed some improvement in the 
situation over the year. It is clear that there is much still to be done, however. We 
recommend that the Government continue to make the strongest possible 
representations in order to ensure that urgent and decisive action is taken to make 
EASA fit for purpose within no more than two years.  (Paragraph 48) 

10. We understand that the ability of the CAA and the Government to relate 
information to industry regarding the transfer of responsibilities to EASA has been 
hampered by the delays and uncertainties experienced by EASA itself. (Paragraph 
52) 

11. We are concerned that many organisations remain uncertain about what is 
happening and how the transfer is being handled. We therefore recommend that the 
CAA make this information more readily available via its website, with a clear 
description of powers already transferred and those that will follow, along with 
details of the impact on the CAA’s costs and charges.  (Paragraph 52) 

12. We are concerned by indications of low morale among CAA staff as a result of 
uncertainties over the transfer of responsibilities from the CAA to EASA, and by the 
associated loss of experienced staff from the aviation regulation industry. (Paragraph 
57) 

13. We recommend that the CAA work with the Department for Transport to draw up a 
detailed assessment of the speed and scope of the transfer of responsibilities to EASA 
as soon as circumstances within EASA allow, and that it should ensure that staff are 
kept fully informed about this process. We are encouraged to hear that the situation 
has improved in recent months, with more UK staff being recruited by EASA.  
(Paragraph 57) 

Performance of the CAA 

14. The CAA offers, on the whole, a good service, and has proper regard for its own 
efficiency.(Paragraph 62) 
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15.  We recommend that in future, when publishing assessments of its performance, the 
CAA include details of the level of influence its activities have had on the recorded 
outcome, the lessons it has learnt in conducting the exercise and the action it plans to 
take to improve performance further. (Paragraph 62) 

16. It is important that the CAA ensure it has in place effective systems for receiving 
feedback from those it regulates about which parts of its service could be improved, 
and that it responds to any complaints or suggestions in a timely manner and reports 
on these issues in an acceptable way.  (Paragraph 64) 

17. The CAA is not making proper use of targets as a means of focusing activity and 
driving improvements in performance. We recommend that the CAA review its 
performance indicators regularly and consider the value of establishing targets for 
those indicators currently without them. In addition, we recommend that the CAA 
review those targets already in place to make sure they are realistic and challenging 
enough to ensure the organisation and its staff are motivated to seek improvement.  
(Paragraph 69) 

18. There is an opportunity to improve the administrative efficiency of the CAA through 
electronic means. We recommend that the CAA monitor closely the progress of the 
Electronic Document and Records Management System and take action as necessary 
to ensure that it does not fall behind its completion schedule of December 2007.  
(Paragraph 72) 

19.  In order to ensure that the CAA is accountable for its performance, not only to those 
it regulates but also to those on whose behalf it is regulating, we recommend that it 
enter into discussion with all its stakeholders about what information they would 
find useful and relevant, and that it publish this information in an appropriate and 
accessible way, providing a justification for any information which it considers it 
inappropriate to publish. (Paragraph 76) 

20. The lack of an accessible system for appealing the CAA’s decisions is a source of 
concern for a number of organisations. We recommend that the Government 
conduct a consultation on the merits of establishing an independent authority, along 
the lines of the Office of the Telecommunications Ombudsman, to which appeals 
about the CAA’s decisions can be directed. (Paragraph 79) 

21. We note that the CAA seeks to follow the five principles of good regulation and that 
it recognises the need to continue improving its regulatory performance. We are 
encouraged that it is willing to engage with the Better Regulation Commission and 
the Department for Transport in order to achieve better ways of working. We expect 
to see evidence that the CAA continues to lend its experience to the development of 
the Government’s better regulation agenda. (Paragraph 84) 

22. As yet, no organisation appears to have evaluated any of the CAA’s Regulatory 
Impact Assessment processes. We therefore recommend that the Government, or 
the CAA itself, arrange for a selection of the CAA’s existing RIAs to be reviewed as a 
matter of urgency by the National Audit Office or a similarly independent body, and 
that any lessons learnt are fed into future assessments.  (Paragraph 87) 
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23. We recommend that the CAA consider the merits of conducting an RIA whenever 
policy changes are proposed, even in instances not strictly stipulated by Government 
guidance. Where the CAA subsequently decides not to produce an RIA it is essential 
that it offer an explanation for this and enter into dialogue with its stakeholders to 
ensure they understand, if not agree, with this reasoning. (Paragraph 90) 

The CAA’s resources 

24. We recommend that the Government and the CAA publish a justification of the 
funding model to ensure that the rationale is well understood by all those who must 
meet the costs of the CAA. We further recommend that the CAA clearly 
demonstrate to those it regulates and those on whose behalf it regulates that it is 
avoiding the potential problems associated with this form of funding identified by 
the Better Regulation Commission: namely failing to keep its costs to a minimum, 
gold-plating, and failing to withdraw from unnecessary regulatory areas. (Paragraph 
95) 

25. We recommend that the NAO be granted access to the CAA to conduct value for 
money and efficiency studies consistent with those carried out for other regulators. 
(Paragraph 101) 

26. The changes to the Safety Regulation Group’s charges are likely to have a significant 
impact on members of the general aviation community and we are concerned by the 
suggestion that some pilots may choose to fly “outside the law”. We therefore 
recommend that the Government and the CAA carefully monitor the impact of 
these changes, and take action where necessary to ensure that charges are fair and 
equitable and that operators in the general aviation sector are not unduly affected. 
(Paragraph 105) 

27. We welcome the Government’s promise to reconsider the level of the CAA’s 
required return on capital employed and recommend that, once complete, it should 
publish a detailed explanation of this review process and a justification of the level 
settled on. We recommend further that the level be kept under regular review to 
ensure that it remains at the lowest level necessary to allow the CAA to function 
effectively and provide a fair, not asset-sweating, return to the Exchequer. (Paragraph 
109) 

28. We recommend that the CAA publish more detailed information about its financial 
management processes and more data relating to its performance in this area. We 
welcome the CAA’s move to producing quantifiable targets for efficiencies as part of 
its 2006/07 Continuous Improvement Programme. We recommend that progress 
against these targets is subsequently reported in sufficient detail in the CAA’s annual 
reports and corporate plans, with clear reconciliation between targeted and achieved 
efficiency gains, to allow the CAA’s stakeholders, including Parliament, to scrutinise 
the Authority’s performance effectively. (Paragraph 112) 

29. We are concerned by the evidence we have heard about the CAA’s ability to recruit 
and retain appropriately qualified and experienced staff in the face of limited 
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resources and competition from private sector organisations such as National Air 
Traffic Services.  (Paragraph 116) 

30.  We recommend that the Government review the effectiveness of market 
supplements as a means of bridging salary disparities. We further recommend that 
the CAA and the Government consider non-financial incentives for making careers 
with the CAA more attractive, including provisions for flexible working, training and 
personal development. (Paragraph 116) 

Economic regulation of airports 

31. We accept the CAA’s argument that its flexibility is somewhat constrained by the 
framework within which it must conduct its economic regulation of airports. We 
therefore believe that the Government should review the whole process of price 
control. (Paragraph 123) 

32. We recommend that the Government review the continuing need for the 
designation of airports subject to economic regulation by the CAA as a matter of 
principle, and that it publish an assessment of the relative merits of this approach 
compared to the use of standard competition legislation to regulate the abuse of 
dominant position by airports. The Government should consider de-designating 
Manchester and Stansted as a first step.  (Paragraph 128) 

33. If the Government decides to retain the principle of designation, we recommend that 
it further consider whether designation is best conducted by the Secretary of State, or 
whether the flexibility of the CAA would be improved if it were allowed to designate 
which airports should be subject to price controls. (Paragraph 128) 

34. The institutional model for the economic regulation of airports is anomalous. We 
recommend that, as of the next price control review, the Government implement its 
own 1998 proposals to make CAA airport review decisions subject to the standard 
regulatory model, in which the CAA reaches airport price control decisions based on 
its own review and the airports, as the regulated organisations, subsequently have the 
right of appeal to the Competition Commission. (Paragraph 133) 

35. We welcome the introduction by the CAA in its current airport price control review 
of the concept of ‘constructive engagement’.  (Paragraph 140) 

36.  We recommend that the CAA conduct an assessment of the use of constructive 
engagement in relation to the current price control review at each of the designated 
airports, to identify good practice and areas requiring further attention. In particular, 
the CAA should ensure that the burden placed by the process on the resources of 
smaller airlines does not prohibit their involvement. (Paragraph 140) 

37. We remain of the opinion that the BAA monopoly should be broken up. We are 
pleased to note that the Office of Fair Trading has launched an investigation into the 
UK airports market and we hope it will report its conclusions sooner rather than 
later.  (Paragraph 142) 
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Airspace regulation and aviation sustainability 

38. It is of paramount importance that the CAA should give top priority at all times to 
matters of safety.  (Paragraph 152) 

39. We recommend that, as a minimum, the CAA be required to consult more widely, 
more openly and at an earlier stage of the process with local authorities, interest 
groups and individuals concerned about the environmental impact of airspace 
changes. We recommend further that the CAA should be required to make clear the 
reasons for its decisions as a matter of course.  (Paragraph 152) 

40. To assist the CAA in giving proper consideration to environmental concerns, we 
recommend that the Government amend its Guidance on Economic Objectives to 
make it clear to the CAA and other stakeholders what balance it expects to be struck 
between commercial and public benefit and environmental impact.  (Paragraph 157) 

General aviation 

41. We heard a wide range of concerns raised by members of the general aviation 
community in relation to over-regulation by the CAA and bias towards the 
commercial aviation sector. We therefore welcome the completion and publication 
by the CAA of both its Strategic Review of General Aviation in the UK and its 
Regulatory Review of General Aviation in the UK, and we support the 
recommendations they make.  (Paragraph 167) 

42. We are concerned to note the findings of the CAA’s Strategic Review in relation to 
future potential skilled labour shortages in aviation, and we urge the Government 
and the CAA to work with the general aviation sector to help it continue to 
contribute to future skilled labour supply.  (Paragraph 167) 
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Formal minutes 

Wednesday 25 October 2006 

Members present: 

Mrs Gwyneth Dunwoody, in the Chair 

Clive Efford 
Mrs Louise Ellman 
Mr Robert Goodwill 
Mr John Leech 

 Mr Eric Martlew 
Mr Lee Scott 
Mr Graham Stringer 
Mr David Wilshire 

 

The Committee deliberated.  

Draft Report (The Work of the Civil Aviation Authority), proposed by the Chairman, 
brought up and read.  

Ordered, That the Chairman's draft Report be read a second time, paragraph by 
paragraph.  

Paragraphs 1 to 141 read and agreed to.  

Paragraph 142 read, as follows:  

“During the course of our inquiry, a number of witnesses again raised the monopoly 
issue. In June 2006, BAA accepted a takeover bid from a consortium led by Ferrovial, a 
Spanish construction company. At the same time, the Office of Fair Trading launched a 
market study of UK airports, including the dominant position of BAA, designed to 
determine whether or not to make a market investigation reference to the Competition 
Commission. The Office of Fair Trading expects to complete the study by late 2006. We 
remain of the opinion that the BAA monopoly should be broken up. We are pleased 
to note that the Office of Fair Trading has launched an investigation into the UK 
airports market and we hope it will report its conclusions sooner rather than later.” 

Amendment proposed, in line 6, to leave out “We remain of the opinion that the BAA 
monopoly should be broken up”.—(Mr David Wilshire.) 

Question put, That the Amendment be made. 

The Committee divided. 

Ayes, 1 
Mr David Wilshire 

 Noes, 6 
Clive Efford 
Mrs Louise Ellman 
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Mr Robert Goodwill 
Mr Eric Martlew 
Mr Lee Scott 
Mr Graham Stringer 

Paragraph agreed to. 

Paragraphs 143 to 170 agreed to. 

Resolved, That the Report be the Thirteenth Report of the Committee to the House.  

Ordered, That the Chairman do make the Report to the House.  

Ordered, That the provisions of Standing Order No.134 (Select committees (reports)) be 
applied to the Report.  

Several Papers were ordered to be appended to the Minutes of Evidence.  

Ordered, That the appendices to the Minutes of Evidence taken before the Committee be 
reported to the House.—(The Chairman.) 

[Adjourned till Wednesday 1 November at 2.30 pm. 
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Steeden, Director, Civil Air Transport, Society of British Aerospace Companies 

Ev 139
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Mr Keith Mans, Chairman, Royal Aeronautical Society; Professor Callum 
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University; Mr David Starkie, Senior Associate, Case Associates; and Dr Graham 
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Air Transport, Cranfield University 

Ev 159
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Economics, and Mr Rick Haythornwaite, Chairman, Better Regulation 
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Memorandum submitted by the Civil Aviation Authority

1. The Remit, Structure and Powers of the CAA

Introduction

1. The Edwards Committee, set up in 1967 to inquire into the British civil aviation industry,
recommended that all aspects of civil aviation regulation should be brought into one organisation, which
would also be responsible, jointly with theMinistry of Defence, for provision of air navigation services. This
should be a civil aviation authority, established as a statutory corporation independent of the Crown rather
than a Government department. The Government accepted this recommendation, and the CAA was
established as a public corporation by the Civil Aviation Act 1971 on 1 April 1972.

Remit

2. The CAA’s general objectives are set out in Section 4 of the Civil Aviation Act. These require the CAA
to perform its functions in the manner it considers best calculated “to secure that British airlines provide
services which satisfy all substantial categories of public demand . . . at the lowest possible charge consistent
with a high standard of safety in operating the services and an economic return to eYcient operators on the sums
invested in providing the services and with securing the sound development of the civil air transport industry in
the UK; and to further the reasonable interests of users of air transport services”.

3. The CAA is a public corporation whose constitution and functions are conferred by legislation: the
Civil Aviation Act 1982, the Airports Act 1986 and the Transport Act 2000. The Board of the CAA is
responsible for all the CAA’s activities.

4. The Secretary of State for Transport is accountable to Parliament for the CAA’s proper discharge of
its duties. The Aviation Directorate of the Department for Transport (DfT) sponsors the CAA. There are
close and frequent contacts with the DfT across the range of responsibilities.

Structure

5. The CAA is overseen by its Board, and has an Executive Member and a Policy Committee for each
of its major specific responsibilities—airspace policy, safety regulation, economic regulation and consumer
protection. The Non Executive Members contribute to the Policy Committees, and they also chair the
Remuneration Committee, Audit Committee, and the meetings of the Trustees of the Pension Scheme. The
CAA has a number of ancillary bodies, which are independent and sit outside the CAA’s core regulatory
functions. These are the Air Transport Users Council (AUC), UK Airprox Board (UKAB), Air Safety
Support International (ASSI), and the Air Travel Trust (ATT).

6. Members of the Board are appointed by the Secretary of State for Transport, generally following open
competition and in consultation with the Chairman of the CAA, and are responsible for all aspects of the
CAA’s organisation and performance. The member who has responsibility for airspace policy is de facto
appointed jointly by the Secretary of State for Transport and the Secretary of State for Defence, and the
member with responsibility for national security is nominated by the Secretary of State for Defence.

7. The CAA’s Remuneration Committee consults annually with the DfT to review Board Members’
performance and performance related remuneration.
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Powers and statutory functions of the CAA

8. These are principally set out in primary legislation. The main provisions are:

(a) Section 3 1982 Act—licensing of air transport, licensing the provision of accommodation in
aircraft (air travel organisers’ licensing), the provision of air navigation services, the operation of
aerodromes and the provision of assistance and information together with such safety regulatory
functions as are conferred on the CAA by Air Navigation Orders;

(b) Part IV Airports Act 1986—economic regulation of airports;

(c) Part I Transport Act 2000—regulation of air traYc services (other than safety) and the CAA’s air
navigation functions.

9. The CAA’s main statutory functions are:

— civil aviation safety regulation;

— advising and assisting the Secretary of State on all civil aviation matters;

— determining policy for the use of UK airspace so as to meet the needs of all users, having regard
for national security, economic and environmental factors, while maintaining a high standard
of safety;

— economic regulation of the designated airports and of the provision of air traYc services;

— licensing and financial fitness of airlines; and

— licensing of air travel organisers.

10. Many of the CAA’s functions and duties are prescribed in secondary legislation made under Section
60 of the Civil AviationAct 1982. TheCivil Aviation Bill currently before theHouse of Lords gives the CAA
functions in relation to the health of air travellers.

11. In addition, Regulation (EC) 1592/2002 of the European Parliament and of the Council on common
rules in the field of civil aviation and establishing a European Aviation Safety Agency (EASA) and its
implementing regulations place functions on theCAAas theUK’s “competent authority” (designated under
the Aviation Safety Regulations—SI 2004/77). Regulations (EC) 549/2004, 550/2004, 551/2004 and 552/
2004 of the European Parliament and Council establishing the Single European Sky together with their
implementing regulations place obligations and responsibilities on the CAA as the UK’s National
Supervisory Authority (designated by SI 2004/1958).

CAA’s independence of Government

12. The CAA’s regulatory decision making process is independent of Government and Government
respects that independence. The CAA has an agreed Sponsorship Statement with the DfT, its sponsoring
department. The statement sets out frameworks for policy, structure, planning and financial matters,
external accountability, monitoring and review matters. The Sponsorship Statement recognises that while
the DfT may issue guidance to the CAA on general and specific areas of Government policy, that guidance
will take full account of the CAA’s statutory duties and must not conflict with them.

Conclusion

13. Since the separation of National Air TraYc Services (NATS) from the CAA in 2001, the CAA has
developed a mission statement to articulate its overall purpose as the integrated aviation regulator. That
mission is “to provide best practice regulation and expert advice that are independent and enable civil
aviation to best meet the needs of its users and society in a safe and sustainable manner”. In pursuit of that
goal, the CAA has reviewed and refined its corporate structure to ensure that the four key regulatory
functions, and the provision of policy advice, are carried out eVectively and with greater cohesion. The CAA
Board, with its Executive Members from the regulatory groups, and its independent non-Executive
Members, all supported by professional operational specialists expert in their respective fields, ensures that
the CAA’s regulatory activities are carried out in a controlled manner. All non-regulatory activities are
managed centrally by the Finance & Corporate Services Director. Within this structure, the CAA is able to
balance eVectively the sometimes competing priorities of the regulatory disciplines, while ensuring that
safety remains its overriding objective.

2. The Performance of the CAA in Relation to its Statutory Objectives and Functions

14. The ways in which the CAA performs its functions and achieves its objectives are described below,
grouped into the four primary regulatory activities, with a further section summarising the CAA’s role as
a provider of policy advice.
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Safety Regulation

15. The CAA’s functions in relation to safety are derived from Section 3 of the Act and from the Air
Navigation Order. They are the registration of aircraft, the safety of air navigation and aircraft (including
airworthiness), the certification of operators of aircraft and the licensing of aircrews and aerodromes.

16. In the 2003 Aviation White Paper, the Government stated that “The Government, the CAA and the
industry are determined to ensure that we maintain the [UK’s] high safety standards, identify potential
threats and seek appropriate improvements”. In addition to its general objectives set out in Section 4 of the
Act, the CAA recognises the UK’s international treaty obligations to comply with the Chicago Convention.
In line with these various objectives and obligations, the CAA aims to further develop the UK’s world-class
aviation safety environment by driving continuous improvement in aviation safety.

17. In the UK, there are 49,700 active holders of private and professional pilot’s licences, 224 public
transport operators, 12,000 licensed aircraft maintenance engineers, 2,100 licensed air traYc control oYcers,
143 licensed aerodromes and 17,848 UK-registered aircraft. To monitor the activities of this complex and
diverse industry, the CAA employs a team of specialists having a wide range of skills, eg active qualified
airline pilots, expert aircraft maintenance engineers and air traYc controllers.

18. The CAA sets UK safety standards and publishes requirements and compliance guidance which
support them. The CAA grants licences, certificates, authorisations and approvals to applicants when it is
satisfied that specific criteria have been met. The CAA’s staV are in regular contact with industry at all
levels—from over the counter transactions for pilot licensing, to audit teams visiting major manufacturers
and airlines in theUK, and taking part in standardisation visits withmulti-national teams. The CAA carries
out regulatory oversight of these licences, certificates, authorisations and approvals and has the power to
vary, suspend or revoke them if it cannot be satisfied of a holder’s continued ability to achieve the required
standards.

19. In support of this regulatory framework, the CAA produces a Safety Plan which reports annually on
theUKaviation industry’s safety performance and highlights the safety improvements uponwhich theCAA
intends to focus in the forthcoming years. The CAA engages with industry on this Plan and seeks to take
forward its proposals in a cooperative way. To ensure that as much safety information as possible is
available, the CAA maintains a Mandatory Occurrence Reporting scheme. Information is provided from
sources such as aircraft operators, manufacturers and maintenance organisations as well as from other
safety organisations and individuals such as pilots, air traYc controllers and airside workers. Reports are
analysed to assess the safety implications and appropriate action is taken. In this way, theCAAkeeps closely
aware of actual and potential hazards to flight and this information is disseminated to the industry through
regular reports.

20. The CAA maintains a close liaison with the DfT’s Air Accidents Investigation Branch and ensures
that the Branch’s recommendations addressed to the CAA are properly considered.

21. These activities represent the principal components of the CAA’s safety regulatory system which
seeks to ensure that the UK’s good safety record is not only maintained but is, where possible, improved.
This regulatory system will need to be adapted as the European Aviation Safety Agency expands its
functions in the years ahead.

Economic Regulation

22. The CAA’s economic regulatory functions are the economic regulation of airports, which stems from
the Airports Act 1986, and the economic regulation of National Air TraYc Services (NATS) under the
Transport Act 2000. Both of these give the CAAa range of statutory duties in relation to the users of airports
and air traYc services and to the providers of these services. Subject to the eVective performance of its
regulatory functions, the CAAmust also impose the minimum of restrictions on the companies it regulates.
It must also act consistently with the UK’s international aviation obligations. A duty that is specific to
airport regulation is to encourage timely investment to satisfy future demand while for air traYc services
regulation, safety is the overriding statutory objective. Also in relation to air traYc services, the CAA has
a duty to secure that NATS does not find it unduly diYcult to finance its activities. In contrast to some other
regulators, the CAA is given no explicit duty to encourage competition in either the airport or air traYc
control sectors. It cannot therefore deal with structural issues as part of its own regulatory responsibilities
but could do so as part of a public interest review by the Competition Commission. The Government can
also seek advice from the CAA under Section 16 of the 1982 Act.

23. A challenge for the CAA in performing its economic regulatory role is to strike the appropriate
balance between its diVerent duties and their impacts on users and providers. The CAA also seeks to ensure
that regulation is both targeted and proportionate. In performing its economic regulatory functions, the
CAA recognises as paramount the maintenance of safety standards for airports and suppliers of air traYc
control services.
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Airport regulation

24. Economic regulation is focused on those airports that have been designated by the Secretary of
State—Heathrow, Gatwick, Stansted and Manchester—where the CAA has to set limits on the charges
these airports may levy on airlines. The limits are reviewed every five years involving the CAA and the
Competition Commission and new price caps are established for the following five years. There have been
a number of reviews since the mid 1980s. In the early reviews, it was possible to set price caps that produced
significant reductions in user charges in real terms, reflecting the scope for cost eYciencies following the
privatisation of the British Airports Authority in 1987, continuing traYc growth and accompanying
increases in commercial spend at airports and the comparatively low levels of capital expenditure within the
investment cycle. More recently, however, as airports have invested significantly in major new facilities to
cater for future passenger growth and to renew outdated infrastructure, price caps have stopped falling or,
at Heathrow, prices have had to increase. At Manchester, while the scale of airport investment has been
smaller than at BAA’s airports, the airport has been able to invest in expanded facilities, including a new
second runway, within the “RPI-X” cap on user charges set by the CAA.

25. At the last review the CAA sought to address the quality of service provided at the designated airports
to airlines and their passengers, through financial penalties for poor performance against set standards.

26. The CAA is currently embarking on the process of setting price caps for the five years fromApril 2008
(from April 2009 for Manchester). Investment in both new and upgraded airport facilities is again expected
to feature prominently.

NATS regulation

27. Regulation ofNATS ismore recent, dating from the inception of the Public Private Partnership (PPP)
in 2001. NATS is regulated through a licence, issued by the Government, which is monitored and enforced
by theCAA.NATS’ charges are subject to five year price caps. The first control was fixed by theGovernment
at PPP. This was subsequently modified by the CAA as part of a restructuring of NATS’ finances in the
wake of the events of 11 September 2001. The CAA has announced its final decision on the price caps for
2006–10, which will provide for continuing reductions in charges to airlines in real terms, while allowing
NATS to carry out its major programme of investment.

28. Service quality, measured by the length of delays to aircraft and passengers caused by NATS, is
directly incorporated into the price control through a system of bonuses and penalties. The maximum
annual penalty to which NATS is potentially exposed is being increased from £10 million to £24 million in
the next control period. The CAA is also well aware of the serious impact that individual system failures
can have on the travelling public aswell as on airlines. TheCAA is currently reviewingwithNATS the causes
of the several failures that have occurred in 2005, the measures taken to deal with them and the lessons that
have been learned.

Airlines

29. The CAA has long been in the vanguard of removing unnecessary regulation which limits airlines’
ability to open up markets, and played a key role in delivering the liberalisation of air services within the
EU in 1993. Since then, the CAA’s role in regulating routes and fares has reduced significantly, although
there is the occasional high profile case, as with the allocation of new rights to the Indian market in 2004.
Far fewer staV are now involved in airline issues, focusing mainly on:

— support to DfT negotiators in bilateral and multilateral air service agreement discussions, and to
DfT and the Commission in the context of ongoing EU/US discussions; and

— analysis of industry issues for publication or for advice to the Government. A recent example was
the CAA’s study of fifth freedom rights from regional airports which led to the DfT decision in
October 2005 to liberalise such rights.

Consumer protection

30. The CAA’s functions in relation to consumer protection are also derived from Section 3 of the Act
with respect to the licensing of the provision of accommodation in aircraft and the licensing of air transport.
In both cases the CAA fulfils the UK’s obligation to comply with EC regulations.

The ATOL Regulations

31. The ATOL Regulations place restrictions on who may sell air travel within the UK. The main way
that businesses can do so (other than being an airline or travel agent) is to hold an ATOL. The Regulations
permit the CAA to grant ATOLs, subject to a check on each applicant’s financial stability (which the CAA
canwaive) and a check on their fitness (which ismandatory). They also permit theCAA to suspend or revoke
ATOLs if it ceases to be content on those grounds.
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32. The Regulations’ purpose is to prevent financial losses suVered by the public in a market where
advance payment is the norm, and in which a seller’s collapse would seriously disrupt the trip of anyone
overseas. The licence checks are intended to exclude poorly financed or dishonest businesses from the
market.

33. The CAA applies financial testing to all but the smallest ATOL holders, and puts most eVort into the
larger ATOL holders whose collapse would cause most disruption. For the largest ATOL holders, the CAA
aims to identify companies and groups whose chance of a collapse in the next peak season is unacceptably
high and, unless such groups can be refinanced in time, suspend and revoke the licences in the low season,
when there will be least disruption to customers.

Managing the consequences when ATOL holders collapse

34. The CAA manages a system that provides refunds and repatriation for travellers covered by ATOL
in accordance with an agreement with the Trustees of the Air Travel Trust who took over responsibility for
this task in 1986. This system enables the UK to meet (for air travel) the requirement of the European
Package Travel Directive to make arrangements for the refund and repatriation of the customers of
insolvent package sellers.

35. The CAA currently requires ATOL holders to provide financial protection against their own
insolvency, usually in the form of bonds. When an ATOL holder collapses, the CAA uses the bond money
to enable customers abroad to complete their holidays as intended, and refunds customers who have not yet
travelled. If the bond money is insuYcient, the CAA uses funds from the Air Travel Trust Fund to make
up the diVerence.

36. The Air Travel Trust Fund was set up in 1986 by the Secretary of State for Transport and was
originally funded by an industry levy. It is not part of the CAAbut is managed by the CAAand the Trustees,
who are CAA Board Members.

UK airline operating licences

37. The EC Regulation on the licensing of air carriers requires undertakings established in the EC and
operating aircraft for remuneration within the EC to hold an operating licence, granted by the authorities
of the Member State in which the undertaking has its principal place of business. The CAA is required by
the DfT to perform most of those licensing functions for the UK, although some are reserved for the DfT.

38. The EC Regulation requires the licensing authority to ensure that the undertaking’s principal place
of business is the Member State in which it is established, that it is owned and controlled by EC nationals,
that (in some circumstances) it can meet specified financial tests, and that it is adequately insured and
possesses an appropriate Air Operator’s Certificate. The final decision on nationality is reserved for the
Secretary of State for Transport.

39. In considering UK carriers’ ongoing financial positions, the CAA applies the Better Regulation
principle of proportionality by examining carriers in a degree of detail dependent on the impact that a
collapse would have on the travelling public. The largest passenger carriers are regularly examined in detail,
whereas middle tier passenger carriers are examined less frequently. The CAA does not monitor the
positions of the smallest passenger carriers, or carriers whose collapse would not impact members of the
general public (such as dedicated cargo airlines). The CAA has powers to suspend and revoke licences,
subject to a right of appeal to the Secretary of State for Transport, and it normally exercises this power only
where such action would be likely to reduce public financial losses caused by the collapse.

40. There is no financial protection scheme (equivalent toATOL) for the customers of airlines; moreover,
if theCAAwere to suspend or revoke a licence it could precipitate the collapse of the airline and hence causes
financial losses to the airline’s creditors, including the public. EC legislation permits any carrier licensed by
another Member State to operate within the UK and the CAA has no discretion over this.

Other consumer protection functions

41. The CAA implements other EC consumer protection legislation on behalf of the UK Government,
such as legislation giving passengers rights if they are denied boarding a flight or if the flight is delayed or
cancelled. It also provides advice both to theGovernment and to the ECon proposed and existing legislation
in this area.

Airspace policy

42. The CAA’s airspace policy functions are set out in the Civil Aviation Authority (Air Navigation)
Directions 2001 (Directions), and the Guidance to the Civil Aviation Authority on Environmental
Objectives relating to the exercise of its air navigation functions (the Environmental Guidance). The CAA
is required to develop, promulgate, monitor and enforce a policy for the sustainable use of UK airspace and
for the provision of necessary supporting infrastructure for air navigation.
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43. The CAA’s airspace policy objectives are set out in the Transport Act 2000. The CAA’s primary
objective is to ensure the most eYcient use of airspace consistent with safety and expedition and in doing so
the CAA aims to satisfy the requirements of users of all aircraft, taking account of wider airspace interests,
environmental objectives, national security and international obligations. Where those requirements
conflict, the CAA will resolve the matter having regard to its statutory duties. The CAA also aims to
facilitate integrated operation of air traYc services by the Crown and others and to impose minimum
restrictions on air traYc service providers, consistent with its other objectives. The Directions include a
number of core requirements and these are provided at Annex 1.

44. The CAA is responsible for sustaining the joint and integratedUK civil andmilitary air traYc service.
The joint arrangements are reviewed at the Joint Air Navigation Services Council (JANSC) and sustained
through aMemorandum ofUnderstanding (MoU) between the CAAandMoD and through theNATSEn-
RouteLicence. The purpose of the JANSC is to enable theCAA to oversee the arrangements betweenNATS
(En Route) plc (NERL) and the MoD and ensure that air traYc services continue to be provided on a joint
and integrated basis. It is the arena for discussing and resolving diVerences of opinion and disputes between
NERL and the MoD concerning arrangements set out in the Operating Protocol and seeks to keep to a
minimum the occasions on which disputes are referred to the CAA.

45. Changes to airspace arrangements (which include procedures for the use of controlled airspace in
addition to its design) are only made after consultation and where it is clear that an overall environmental
benefit will accrue or where airspace management considerations and the overriding need for safety allow
for no practical alternative. To meet its statutory airspace policy objectives, the CAA has developed and
published an Airspace Change Process. The Process allows for consultation on proposals with
representatives of airspace users, aerodrome operators and providers of air traYc services and other bodies
and individuals as appropriate whomay be materially aVected by any changes proposed by the CAA inUK
air navigation arrangements. In addition, guidance is given on the representative bodies that are to be
consulted in respect of the environmental impacts of the change. Typically, this is to County and District
Council level, although in some cases it can be more extensive.

46. The Environmental Guidance lays out the requirements for taking into account the environmental
impact of air operations as the CAA performs its air navigation functions. These requirements focus on:

— the need to reduce, control andmitigate the environmental impacts of civil aircraft operations, and
in particular the annoyance and disturbance caused to the general public arising fromaircraft noise
and vibration, and emissions from aircraft engines; and

— the need for environmental impacts to be considered from the earliest possible stages of planning,
designing and revising airspace procedures and arrangements.

47. In addressing airspace issues, safety is the overarching priority while environmental matters and the
potential impact on ATC capacity are secondary, sometimes competing, aspects. In addition, the CAA is
required to provide expert technical advice to the Secretary of State on environmental matters and in this
respect the CAA maintains the noise model for the designated airports.

Policy advice

48. The CAA also plays a role in providing independent policy advice on aviation issues to Government
(and increasingly also to the European Commission). In doing so, the CAA aims to synthesise the aviation
expertise at its disposal to provide broad-based, strategic advice, including:

— formulating and developing policy on core aviation issues;

— collaborating externally with national and international aviation organisations and regulatory
bodies; and

— providing a link between the industry and the Government.

49. One example of how the CAA has taken forward its strategic policy advice role was its input to the
2003 Air Transport White Paper, where the CAA augmented its regular contact with various Government
departments by producing a detailed document in response to the Government’s consultation document.1
In this document, the CAA brought together its expertise in the fields of safety, airspace policy,
environmental impact and economic regulation and policy to produce a comprehensive input to the
Government’s policy development.

3. The Effectiveness and Efficiency of the CAA’s Regulatory Framework

Safety regulation

50. International civil aviation is governed by the Convention on International Civil Aviation (the
Chicago Convention) which also established the International Civil Aviation Organisation (ICAO). This

1 The future development of air transport in the United Kingdom—the Civil Aviation Authority’s response to the
Government’s consultation documents on air transport policy—June 2003.
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organisationmaintains a set of Standards andRecommended Practices with whichMember States of ICAO
are obliged to comply. The obligations of the UKGovernment under the Convention are exercised through
the Secretary of State for Transport and his Department.

51. Both UK and European legislation provides the framework for UK’s compliance with the ICAO
Standards and Recommended Practices. The European legislation, in the form of EC Regulation No 1592/
2002, provides the framework for the airworthiness and environmental type certification of all aircraft and
associated products and parts, designed, manufactured, maintained or used by persons under the regulatory
oversight of EU Member States. This Regulation also established the European Aviation Safety Agency
(EASA) and defines responsibilities of EU Member States’ National Aviation Authorities (NAAs).

52. Primary and SecondaryUK legislation provides the framework for the operation of aircraft, licensing
of aircraft crew and air traYc controllers, provision of air traYc services and the operation of aerodromes.
Part of this framework, in particular the operation of aircraft and the licensing of aircraft crew, is based on
requirements produced by the Joint Aviation Authorities (JAA), an associated body of the European Civil
Aviation Conference (ECAC). ECAC represents the civil aviation regulatory authorities of a number of
states which have agreed to co-operate in developing and implementing common safety regulatory
standards and procedures. The role of the JAA within the European arena is reducing and after 2006 the
JAA will only be involved with ECAC states that are not EU members. The remaining work of the JAA in
respect of EU member state activities will be transferred to EASA on 1 January 2007.

53. UK legislation continues to provide the framework for the certification of aircraft to which the
European Regulation 1592/2002 is not applicable. The types of aircraft excluded from the Regulation are
mainly either very small aircraft, such as microlights, or historic and ex-military aircraft.

54. Both the European and UK legislation define the accountabilities of those charged with setting and
overseeing standards in the UK aviation domain. The UK CAA is empowered via this legislation to grant
authorisations, approvals, exemptions, ratings, certificates and licences. The ability to approve, issue, refuse,
suspend, revoke or vary in respect of the above, ensures that the CAA operates within an eVective and
balanced regulatory framework.

55. The UK safety record demonstrates the eVectiveness of this regulatory framework over the past
decade. The main indicators used by the CAA to track the safety performance of the UK aviation industry
have, with one exception, shown a downward trend in the fatal accident rate over this period. The exception
was an increase in the UK registered AOC large public transport helicopter events, where one fatal accident
occurred in 2002 after six years without a fatal accident.

56. Another assessment of the UK’s flight safety record is provided below and shows the UK’s rate of
fatalities per million flight hours for western built jets (excluding business jets) above 5,700kg Maximum
Take-oVWeight Authorised, for all types of airline operation over the last two decades, in comparison with
worldwide figures.
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(Note: the graph in the CAA’s original submission contained a clerical error and was therefore replaced on 8 March 2006.
If any interested party wishes to see the original (erroneous) graph, they should contact the CAA rather than the
Transport Committee.)
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57. The UK’s safety record can also be assessed in comparison with other EUMember States. The graph
below compares the fatal accident rate of western built jets and turboprops registered in the UK with other
EU Member States over the period 1987 to 2004.
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58. General aviation fixed wing and helicopter fatal accident rate data has shown a general downward
trend over time. The fatal accident rate for “other” aircraft, such as gliders, microlights, gyroplanes, airships
and balloons has varied over time but has shown an overall stable trend. The graph below illustrates
these trends.
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59. It is recognised that there are many factors which influence the UK safety record, not least the
maturity and professionalism of the UK industry, which is responsible for managing the risks associated
with its activities.However, the part played by theCAAand theDFT in creating andmaintaining a balanced
regulatory framework has been fundamental, and remains vital to its continued success.

Economic regulation

60. The statutory framework for regulating NATS follows the standard UK model where there is a
licence to which the regulator can add conditions including, where appropriate, price cap conditions, with
the agreement of the regulated company or, failing agreement, after a reference to the Competition
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Commission. The regulation of airports on the other hand is unique in several respects. It is Government,
rather than the regulator, which decides the airports that should be subject to price cap regulation; the
setting of price caps is mandatory for fixed periods of five (or in some circumstances, six) years; and the CAA
has tomake a reference to theCompetitionCommission before it can re-set the price caps. Such a framework
limits the CAA’s flexibility to tailor its regulation to the airports market as it evolves over time. However,
within such constraints, the CAAhas sought to develop its regulatory processes, for example by encouraging
more joint working between airports and airlines within the forthcoming airports price cap review.

61. The special role of the Competition Commission in airport regulation can also add to the complexity
of the review process in terms of accountability, time and cost. For some years it has been the Government’s
stated policy that the roles of the CAA and the Competition Commission should move to the standard
regulatory model under which the regulator takes the decision which can then be appealed by the regulated
company to the Competition Commission.

62. Despite the framework’s limitations, the CAA is generally seen as an international leader in airport
regulation. Successive price cap reviews have enabled, subject to planning and the investment cycle,
significant investment at the designated airports with consequential benefits to users.

Consumer Protection

63. The ATOL Regulations were made in the 1970s when the great majority of UK leisure travel took
place on charter carriers and hence was protected by ATOL, and when scheduled carriers were mostly state
owned and hence very unlikely to collapse. In those circumstances the arrangements provided UK air
travellers with a high degree of assurance that they would neither lose advance payments made for air travel
nor be stranded abroad if their travel provider were to collapse.

64. Over the last five years particularly, the market has changed dramatically. Low fares, suitable for
leisure travellers, are available from scheduled carriers (including no-frills carriers) and few scheduled
carriers are protected from collapse by being state owned. These factors mean that many more air travellers
are vulnerable to the eVects of insolvency. The change is occurring rapidly. In the five years to 2004, the
percentage of leisure air travellers protected by ATOL fell from 87% to 66% and the downward trend is
continuing.

65. Whereas over the last 19 years ATOL has enabled over 200,000 travellers to continue their holidays
despite the collapse of their tour operator, and provided refunds to over one million people, in future it will
protect a decreasing proportion of travellers. Although the tour operation industry is supportive of this
mandatory scheme because it gives consumers confidence, many believe that they now face unfair
competition from air carriers and consequently are selling an increasing proportion of their own business
outside of ATOL. The CAA is now actively considering, in consultation with the industry, how the cost of
oVering ATOL protection could be reduced.

Airspace policy

66. The Airspace Change Process is relatively new in comparison to many other practices in other parts
of the CAA and it continues to evolve in order to meet new challenges. Nevertheless, the process ensures
that the Director of Airspace Policy fulfils the Air Navigation Functions that are vested in him through the
Directions. Over the last two to three years, environmental issues have dominated the debate with public
interest heightened, in part through the raising of awareness on aviationmatters due to the debate, publicity
and road shows surrounding the Air Transport White Paper. The process ensures that the views of all
airspace users and those who might be aVected by the change are taken into account and that the evidence
is provided to demonstrate that consultation, in line with the Better Regulation Task Force guidelines, has
taken place and that the rationale for the change has been set out. In most cases this is to enhance safety,
increase capacity and reduce delay. In many cases there is also an environmental benefit through the
introduction of revised procedures.

67. The eVectiveness of this regulatory framework is apparent in the output of the airspace change
process. For example, in the case of the North Sea Airspace Change that was approved in 2003, pre
departure delay, on the North Sea ATC sectors run by NATS, accounted for some 20% (about 327,000
minutes) of the total annual NATS attributable delay before the change. In addition to reducing delays, the
airspace change also met the MoD’s requirements for airspace in which training could take place in the full
operating envelope of modern combat aircraft. In the case of the EastMidlands airspace change introduced
in 2005, safety was enhanced by routeing traYc away from a known choke point, deconflicting flows in the
Midlands area. Furthermore, environmental benefits were achieved by avoiding centres of population and
introducing revised approach procedures that keep aircraft higher for longer.
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4. The Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

Introduction

68. A key challenge facing all regulators is to ensure that they regulate in the most eYcient and eVective
manner possible, with interventions focused where they can do most good. This challenge lies at the heart
of the CAA’s mission statement and of its responsibilities to the aviation industry. To achieve that end the
CAA focuses on where it can do most good in discharging its duties—in the areas of safety, improved
regulation and business eYciency, all of which will benefit consumers and the environment.

Safety

69. The overall eVectiveness of the CAA in discharging its particular responsibilities in respect of safety
is demonstrated by the high level of aviation safety that the UK has achieved since the formation of the
CAA. The CAA has been proactive in identifying issues and trends that could have had a negative impact
on the UK safety record, and in instigating remedial action.

70. Findings from the audits performed by ICAO to ensure that its Member States comply with its
Standards and Recommended Practices are another measure of the CAA’s eVectiveness as a safety
regulator. The UK (principally SRG) was audited in July 2000 and ICAO concluded that “overall, the
framework in place for the regulation of civil aviation activities in the UK mainland is comprehensive and
up-to-date and complies with all international requirements necessary for the control, supervision and
enforcement of civil aviation activities”. A follow-up visit in July 2004 concluded that theUKhad “exceeded
ICAO’s expectations” in addressing all the findings from the 2000 audit. An expanded ICAO audit
programme has recently been established, which will cover all aviation regulatory activities, and it is
expected that the UK will next be audited in 2007.

71. The CAA has worked closely with other aviation safety regulators to identify best practice and where
applicable adopt more eYcient ways of working. A recent exercise consisted of a comparative study carried
out with the National Aviation Authorities (NAAs) of Germany, Sweden, Italy, and Spain.

72. The study found that from this group of five, only the CAA has a proactive safety regulatory
management system, that the CAA’s customer service ethos is more developed than in the other NAAs, and
that the UK’s co-operative approach to safety involves a higher level of interaction with industry. Despite
these additional demands, a comparison of the staYng levels found that the CAA’s utilisation of resources
compares favourably with the otherNAAs. Across the regulatory areas studied, theCAAhandles 50%more
approved organisations per inspector/surveyor than any of the other NAAs in the study, and is also using
the most eYcient combination of technical and support staV. This finding is particularly significant when
considered together with the safety performance achieved in the UK.

73. Safety is paramount in all aspects of the work of the CAA and staV in all Groups are aware of the
potential impact that many aspects of their work can have on the safety of the aviation industry. DAP staV
play an essential role in a variety of safety related activities, including the design and approval of instrument
flight procedures, the production of aeronautical charts and data that are used in flight procedures, and the
airspace arrangements that permit the safe interaction of all airspace users in the heavily used airspace over
the British Isles. For example, DAP and SRG staV are actively engaged in the work to harmonise the
diVering demands of the MoD and those regional airlines that operate outside the confines of the UK
controlled airspace (airways) structure. A number of fresh initiatives have been put in place to address the
potential for conflict in uncontrolled airspace, and this work continues.

Better regulation

74. The CAA is a signatory to the Enforcement Concordat and aims to follow the five Better Regulation
Task Force (BRTF) principles of Proportionality, Accountability, Consistency, Transparency and
Targeting. To work actively towards achieving better regulation for the industry, the CAA has taken part
in, or is reviewing or developing, the following initiatives:

— The CAA contributed to the review of the economic regulators conducted by the BRTF in 2001
and supported the recommendations of that review, allowing for the fact that the framework for
the economic regulation of airports diVers from that for other sectors. In April 2005, the BRTF
asked the regulators to report on how they had implemented the Task Force’s recommendations.
The CAA’s response confirmed how it had implemented each of the relevant recommendations.

— In 2004, the CAA took part in the review of regulatory inspection and enforcement carried out for
theGovernment by PhillipHampton.When the CAAassessed the impact of the recommendations
contained in the Hampton report following its publication inMarch this year, it reached a number
of positive conclusions. Many of the positive aspects of the report were already incorporated into
the CAA’s policies and working practices. The CAA concluded that it would adopt a pragmatic
approach to implementing the report’s other recommendations, as part of its continuous
improvement strategy.
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— The CAA aims to ensure that the scale of its regulation is proportionate by taking proper account
of the circumstances of a particular case. Examples of current initiatives to provide best practice
regulation include the Light Aviation Airports Study Group, chaired by the CAA, which aims to
assess industry proposals on new regulatory concepts that may be applied to light aviation airport
activities, and the review which is taking place of the regulatory oversight methods for approved
companies in order to increase eYciencies and reduce overall costs to the organisations. Other
examples of steps already taken or which are planned include:

— the progressive withdrawal from the regulation of air fares flowing frommarket liberalisation
so that less than 1% of airline fares now have to be filed with the CAA;

— adopting more flexible and simplified approaches towards aviation data collection which has
enabled a significant reduction in staV resources;

— encouraging more of the work usually carried out by the regulator in an airport price cap
review to be taken forward jointly by airports and their airline customers through a process
of “constructive engagement” in areas where they are better placed than the regulator to form
judgments;

— implementing EC aviation legislation in ways that do not impose unnecessary burdens on the
aviation industry; and

— reviewing whether the conditions in NATS’ licence now place an unreasonable burden on the
company in terms of reporting requirements.

75. The CAA complies with the Cabinet OYce Code of Practice on Consultation where appropriate and
its work on developing regulations and requirements is undertaken in full co-operation with the aviation
industry. All primary and secondary legislation relating to the CAA is subject to Regulatory Impact
Assessment (RIA) and this is carried out openly and eVectively. For example, DAP used the RIA process
when proposing changes to aircraft equipment such as the Mode S Enhanced Surveillance and the
introduction of Phase 1 and 2 of the Airborne Collision Avoidance System (ACAS) II during 2004–05.

Consumers

76. The main stakeholders in the CAA’s consumer protection work are licence holders, UK airlines and
the public. The CAA ensures that its work remains aligned with its stakeholders’ requirements in a number
of ways.

— Close contact with the regulated industry: theCAAmaintains a regular dialoguewith senior airline
and tour operator representatives on matters relating to developments in the industry and in
regulatory matters. It also regularly attends travel industry events across the UK, to represent the
CAA’s position and to listen to issues raised by smaller businesses and members of the public.

— Public consultations: in pursuing its role in providing advice to the Government on the adequacy
of the legal framework, the CAA consults extensively with consumer bodies, industry
representatives and others. The information is made available as widely as possible through the
national media and the CAA’s web site.

— Public surveys: to assess the impact of its work on ATOL, and public attitudes to insolvency
protection, the CAA commissions public surveys on specific topics. The results of the surveys
influence the future direction of the CAA’s work.

— ATIPAC: the Air Travel Insolvency Protection Advisory Committee was formed by the Secretary
of State for Transport to advise the DfT and the CAA on matters relating to the protection of air
travellers against insolvency. It comprises representatives of consumers, the travel industry and
independent travel experts.

— AUC: the Air Transport Users Council was established by the CAA to represent the interests of
air transport users, on matters relating to consumers’ experiences of air travel, even where they fall
outside the regulatory scope of the CAA.

77. TheCAAhas for the past two yearsmanaged a significantly increasedATOLworkloadwhile keeping
cost increases to theminimum possible. In two years the number of licence holders (although not the volume
of passengers carried) has increased by around 30%, while total costs have increased in real terms only by
2%. This has been achieved through introducing streamlined processes, as well as new arrangements under
which some checking and administrative work is carried out on the CAA’s behalf by specified private
companies and trade associations.
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Gauging consumer needs

78. The CAA conducts face to face interviews with departing air passengers, annually at Heathrow,
Gatwick, Stansted, Luton and Manchester and every three or four years at other major regional airports.
By the end of 2005 some 280,000 departing air passengers will have been interviewed during the year.

79. The CAAPassenger Survey is designed to identify andmeasure factors thatmay help explain demand
for commercial air travel to, from and within the UK. The fieldwork and analysis is conducted by the CAA
with significant financial support from the private sector. The data has a wide-range of uses within the CAA,
Government and the aviation industry. The consumer benefits as the data and analysis is used by the
aviation industry to inform decisions on the planning of air services and airport facilities.

Airport regulation

80. In regulating airports the CAA seeks and takes account of the views of the Air Transport Users
Council, which represents passenger interests, during the five yearly reviews ofHeathrow,Gatwick, Stansted
and Manchester airports. The CAA does not wish to impose on airports a blueprint for passenger service
standards given the evolving nature of the airline business and changing passenger needs. However, at the
last review completed in 2003, we brought within the regulatory regime some basic quality measures at
Heathrow, Gatwick and Manchester airports.

Air fares

81. The CAA prefers airlines to be free to set their own fares under the constraints of competition and
with a minimum of regulatory intervention. However, outside the EU single market, Government-imposed
restrictions under bilateral air services agreements can confer market power on airlines. In such cases, the
CAA, after taking into account the relevant circumstances, is prepared to intervene to ensure that consumers
have basic on-demand travel at a price reasonably related to the cost of its provision.

Regional air services

82. In February 2005, the CAA published a comprehensive study of the development of UK regional air
services over the last 10–20 years. This was based on CAA statistical data and on interviews with
representatives of regional airlines, airports and regional bodies. It examined both the overall growth of the
market and issues associated with connectivity to London and hub airports elsewhere in Europe.

Business eVectiveness, governance and staV

Financial performance and cost control

83. Over the years the CAA has made considerable eVorts to improve the eYciency and eVectiveness of
its operation but this has been particularly evident since the events of 11 September 2001. The CAA’s
manpower has fallen from 1,091 in 2001 to 957 in 2005, a reduction of over 12%. During the same period,
commercial flights have increased (by some 10%), as have the CAA’s responsibilities and workload. The
CAA’s operating costs, excluding ASSI, have fallen by over £3 million (2.6%) which in real terms equates
to a reduction of more than 9% compared to inflation. Much of this eYciency has been generated by close
scrutiny of accommodation costs, actively engaging staV on improving CAA processes, and by moving to
more electronic means of interchange with industry, including publishing documents on the Internet rather
than traditional printing.

84. All CAA costs are recovered from those subject to the CAA’s regulation (the regulatory sector) via
statutory schemes of charges, or in the case of air navigation services, from the UK’s share of route charges
payable to Eurocontrol. The UK is unique in Europe in having to recover all its costs, including a return
on capital employed, from the aviation industry. Through its charges consultation process, the CAA ensures
that activities and costs are subject to regular scrutiny by regulatees. This uniquemethod of funding aviation
regulation in the UK, and the resulting scrutiny it generates, encourages the CAA to continue to drive for
eYciency and cost eVectiveness.

Performance indicators

85. Annex 2 provides an overview of the performance of the CAA in relation to service standards and
cost. Examples of improvements include:

(a) ATOL: over recent years the CAA has reduced the time taken to process new applications,
although last year the time increased as a result of a 50% increase in the number of applications.
Despite this growth in the number of ATOL holders, the time taken to renew existing licences has
remained significantly lower than five years ago. These improvements have been achieved while
holding total ATOL costs more or less constant.
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(b) Pilot Licensing: the Personnel Licensing Department (PLD) is required to turnaround
professional and private pilot licence and other applications within a 10 working day target and,
to achieve its stated service standards, 90% of applications must meet this target. Performance
indicators show that the average number of days taken to grant flight crew licences and associated
licence ratings has reduced in the two year period 2003–05 with private licence turnaround
reducing from 7.5 working days in 2003 to 4.8 days by 2005 and professional from 5.9 working
days in 2003 to 3.1 in 2005. This has been achieved during a period of increased licence
transactions.

(c) Cost Performance: despite increases in areas of responsibility and cost pressures from insurance,
the overall cost per passenger of the CAA’s activities is projected to fall to 48p by 2009–10, down
from73p in 2001–02. The overall cost of theCAA in 2001–02was £123.3million reducing to £120.0
million in 2004–05. Further cost reductions are anticipated in later years as a result of continuing
eYciency measures and further staV reductions resulting from the development of European
Regulation.

SRG costs and charges review

86. Although the CAA consistently fulfils its statutory objective of recovering its costs from those it
regulates, it became increasingly clear that some sectors of the industry have been paying more than their
fair share of SRG costs. In 2004, the CAA Board appointed a Joint Review Team (JRT) comprising
representatives from diVerent parts of the industry, the CAA and the Government to take a thorough look
at the system and make recommendations for improvement. The aim of the review was to achieve charges
mechanisms that were more cost related, fair and reasonable, which minimised cross-subsidies between and
within Charges Schemes, and improved the transparency of SRG’s charges overall. As a result of the review,
proposals were developed for revisions to the Charges Schemes that could, over a period of five years, have
a significant impact on charges to certain sectors of the aviation industry. The Board modified the final JRT
proposals and gave final agreement in May 2005 to charges covering an initial 15-month period. The CAA
then conducted an extensive public consultation. It is the CAA’s intention to phase in the modifications to
the charges structure in order to alleviate the financial impact on the smaller operators and is seeking to
minimise as far as possible the impact that the proposed increased charges would have on general aviation.
The transition arrangements will also allow several further reviews of SRG’s regulatory approaches to be
undertaken.

Benchmarking

87. As part of the review of SRG’s costs and charges in 2004, a firm of consultants was employed to
undertake an independent benchmarking exercise of the CAA’s support functions to establish the relative
eYciency, and hence value for money, of the functions. The reference group used for the analysis comprised
a variety of best performer organisations from diVerent sectors, which included large FTSE 100 companies,
a small number of airlines and public utility companies.

88. The results showed that the CAA support functions provide an eYcient and high quality service. The
Finance and Procurement functions were shown to represent good value for money and exceptional
performance was reported for all of the functions in at least 30% of the activities included in the review.

Governance

89. The CAA operates a CAA-wide Management System, which sets out the CAA’s policies, principles
and procedures that underpin day-to-day operations, which is monitored along with all financial and HR
matters through the CAA-wide Executive Committee. This System delivers cross-CAA processes, which
ensure established best practices are consistently applied.

90. The CAA Board recognises the importance of good corporate governance and has ensured that
appropriate corporate governance procedures are in place within the CAA and are regularly reviewed.

91. The CAABoard is the key element of the CAA’s governance and compliance and its composition has
already been outlined in paragraph 5. Reporting to the Board are Executive Members who have delegated
responsibility for operations and management, and for the development of strategy and policies, subject to
the Board’s approval. EachGroup has its own Policy committee, which includes at least two non-executives.
The Policy Committees develop plans and strategies, review key policy issues and monitor progress on the
Business Plan and cost eYciency. Executive Members and senior management keep the Board informed of
developments within each regulatory Group through regular presentations. The Board has a formal
schedule of matters reserved to it, and is provided with information to enable it to maintain the strategic
direction and to monitor the overall performance of the CAA, including key business risks.

92. For the purpose of taking key regulatory decisions (for example price controls at designated airports
and allocation of frequencies to airlines on routes where capacity is scarce) which are reserved by law to a
Member of the CAA, panels of up to three Members are appointed by the Board to hear the evidence and
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decide the case. Similar panels also hear appeals from licensing decisions taken by CAA oYcials. In this
capacity, the CAA Members sit as a quasi-judicial tribunal under the supervision of the Council on
Tribunals.

93. The Non-Executive Members have responsibilities to ensure that strategies proposed by the Board
are fully discussed and critically examined. Their diVerent backgrounds and experience complement those
of the Executive Members and bring an independent judgement to Board decisions.

Employees

94. The CAA’s ability to fulfil its statutory remit, to deliver its Corporate Plan and to relate eVectively
to the aviation sector both in the UK and internationally, is primarily dependent on the capability and
quality of staV. TheCAA’s ability to attract, retain, develop andmotivate high quality staVwith appropriate
skills, knowledge, experience and competencies will determine current and future success.

95. The CAA is an Investor in People and actively encourages and supports the continued learning and
development of employees, and promotes diversity and equality of opportunity for all. The CAA’s
PerformanceManagement process ensures that staV are clear about what is expected of them, and that they
are given frequent feedback on how they are doing, along with opportunities to develop their careers.
Employees are recruited with a wide variety of backgrounds—principally aviation, principally private
sector.

96. The involvement and participation of staV is vital, and both formal and informal arrangements are
in place for consultation with all employees on matters such as Health and Safety and all matters relating
to the business. The CAA has good relationships with its Trade Unions (TU), Prospect and PCS, and works
closely with TU oYcials and representatives.

Environment

97. On environmental matters, the CAA’s activities are largely undertaken by DAP within the
Environmental Guidance issued by the Secretary of State and through the work of the Environmental
Research and Consultancy Department (ERCD). The work of ERCD is highly respected and the
department is frequently called upon to complete noise assessments for the DfT or airports. Understanding
of tranquillity, emissions and noise continues to develop and the CAA remains focused on the relevant
issues. The Airspace Change Process gives proper regard to the environmental impact of the change, but the
challenge remains to balance the public’s desire to fly and the airlines’ willingness to meet that demand, with
the impact on the environment, particularly in the vicinity of airports. Increasing public awareness of the
impact of aviation and awillingness to voice concerns, often encouraged by special interest groups, hasmade
it almost impossible in recent years to reach consensus. However, provided the CAA operates in accordance
with its statutory duties, the Government objectives will be achieved.

Conclusion

98. The UK airline industry is the leader in Europe and the success of UK aviation has played, and
continues to play, an important role in the UK economy. The UK has a mature and responsible aviation
industry that is both innovative and in possession of a strong safety culture. The CAA contributes widely
to this through its safety oversight of the industry, coherent policy on economic and airspace issues, and
protection of the public against insolvency by tour operators. The CAA’s duty to recover fully its costs from
those it regulates places a financial burden on the aviation industry that is not mirrored in most other
countries. Nonetheless, the overall regulatory environment, and the high safety standards that are set and
achieved by the CAA in partnership with industry, have enabled UK aviation to mature and flourish.
Similarly, the public’s confidence that advance payments made to tour operators are safe has assisted the
development of the tour operation industry.

99. The net result is that, in the 30 years since its inception, the CAA has successfully contributed to
improvements in aviation safety in all areas, but specifically in large public transport and North Sea
helicopter operations, pressed for a liberalised aviationmarket and tariV deregulation, enabled over 200,000
travellers to continue their holidays despite the collapse of their tour operators and contributed to the
development of harmonised European regulation.

5. The Effect of Growing International and European Union Co-operation on the Work

of the CAA

100. Aviation is a global business and the CAA is pleased to have played a significant role in the
international developments that have brought about major benefits to the aviation industry and users of air
transport services. Examples of such developments include the formulation of common safety requirements
by the Joint Aviation Authorities (JAA), the adoption of minimum levels of insurance for airlines operating
in theEuropean EconomicArea (EEA) and the liberalisation of aviationwithin the single Europeanmarket.
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101. International developments, particularly those in Europe, look likely to have an increasingly
significant impact on the CAA. The CAA will continue to adopt a pro-active and co-ordinated approach
towards Europe and will seek to ensure that the UK’s position and objectives are reflected in major
European developments. The CAA’s view is that some recent EU initiatives did not take suYcient account
of the views of parties with practical aviation experience, or consider adequately the impact of the proposed
rules. For example, the new legislation on rights for passengers aVected by denied boarding, delays and
cancellations was not the subject of a regulatory impact assessment before being implemented and, in
practice, has caused confusion and dissatisfaction among passengers and airlines.

102. The CAAwill also seek to ensure that it has the necessary policy and influencing skills to be a leader
in the debate on the development and implementation of European and other international initiatives. The
CAA recently organised a conference on the Future of Aviation Regulation in Europe, to encourage debate
about how to create a much clearer and more eVective framework for such regulation—a framework based
on a genuine partnership between European institutions and national aviation authorities.

103. To promote a healthy UK aviation industry and benefit the consumer, the CAA will continue to
utilise its expertise to assist and advise Government in areas such as liberalisation and slot reform, EU/US
negotiations and bi-lateral agreements, and competition and consumer policy.

104. Two areas of special significance for the CAA at this time are EASA and the Single European Sky.

European Aviation Safety Agency (EASA)

105. EASA has now been operational since September 2003. The CAA, through numerous working
groups and the provision of direct assistance to EASA, has contributed significantly to the development of
EASA’s rulemaking and aircraft certification activities. In addition, the CAA has provided advice to
industry and support and advice to the DfT at the EASA Management Board meetings.

106. The CAA is strongly supportive of the concept of EASA, seeing potential for major benefits from
raising safety standards across Europe, and from the creation of a level playing field as regards safety. It is
essential, of course, that EASA develops in ways which are consistent with the Government’s stated policy
aim of maintaining the UK’s present high safety standards, identifying potential threats and seeking
appropriate improvements.

107. The CAA is committed to helping EASA to succeed in its mission and to become the world-class
regulator which Europe needs for aviation safety. The CAA will continue to monitor the Agency’s actions
and oVer assistance, support and co-operation as the Agency requests. It has, however, become evident that
EASA still has significant diYculties to resolve, some as a result of constraints imposed by the European
Commission’s staYng and financial Regulations.

108. If these issues remain unresolved for much longer, it will be diYcult for EASA to re-gain the
confidence ofMember States and stakeholders. It is particularly important that these diYculties are resolved
soon, as the Commission has signalled its intent to extend EASA’s responsibilities to include rulemaking
and standards for air operators and their flight crew by 2007 and Air TraYc Management and aerodromes
by 2010.

109. As EASA assumes more responsibilities and functions, the CAA will continue to manage, through
its transition plans, the eVects of these developments on SRG staYng and funding requirements. The overall
objective of matching resources to workload and addressing the issue of surplus staV above the number
needed for long-term and transitional tasks will be a challenge for the CAA until EASA is fully established
and the transition is complete.

Single European Sky (SES)

110. Single European Sky (SES) is a European Commission initiative, launched in 1999 when air traYc
control delays were at their peak. The European Parliament approved four high level regulations, to give
eVect to SES, in March 2004 and these are supported by a range of Commission Regulations covering such
matters as flexible use of airspace, airspace classification, charging for air navigation services, certification
of air navigation service providers and the interoperability of systems. Further implementing regulations
are envisaged. The key SES aims of eradicating delays and increasing capacity address a genuine need and
the initiative has the potential to deliver significant benefits to UK aviation through:

— providing Europe-wide standards and regulatory frameworks backed by enforcement powers;

— better, more direct routeing for aircraft, bringing fewer delays and reduced costs;

— the possibility of environmental benefits through reduced fuel burn;

— separation of regulation from service provision across Europe; and

— market opportunities for the UK aviation sector through the introduction of common standards.

111. The CAA is a strong supporter of the SES and provides technical advice on safety, legal, economic
and airspace aspects to assist the DfT in promoting the UK position in Europe and in seeking to shape SES
legislation to accommodate and, if possible, reflect UK best practice. The DfT and the CAA, working
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together, have succeeded in moderating the Common Requirements for the Certification of Air Navigation
Services Providers, limiting the extent of the Airspace Classification Regulation, promoting the UK system
of joint and integrated civil/military provision of air traYc services and gaining flexibility for national
requirements in the SES regulations.

112. The CAA’s primary objectives, in its work on the SES initiative, are to preserveUK safety standards
and to argue for proportionate regulation and maximum subsidiarity. While the CAA supports greater
harmonisation across Europe, one size does not necessarily fit all. TheUK aviationmarket is, in manyways,
more advanced than elsewhere in Europe, for example there is commercialised provision of air traYc
services, contestability for the provision of these services at airports, economic regulation of the designated
airports and a licensed company (NATS) as the monopoly en-route service provider. The CAA does not
wish to see existing benefits to airspace users lost in the name of uniformity and believes that regulation
should be proportionate to the risk posed by the services in question. The European Commission does not
always follow best regulatory practice in developing legislation and the CAA, alongside the DfT, seeks to
remedy the Commission’s deficiencies in consulting the industry and keeping stakeholders informed. In this
latter respect the CAA has engaged with the aviation industry through a wide variety of consultation
mechanisms including workshops, seminars, information papers and regular bulletins. The eVectiveness of
these arrangements has been widely acknowledged by UK and other European bodies.

113. The CAAhas been designated as theUKNational Supervisory Authority for the SES initiative and,
as such, will be required to supervise and enforce the application of the SES legislation and to assess
compliance with the regulations.

114. Also relevant to SES is the SESAR project, which aims to define and implement a Master Plan for
European air traYc management to provide a harmonised and fully interoperable Air TraYc Management
network—exploiting new operational concepts and technology and delivering enhanced safety and
eYciency, while minimising environmental impact. The CAA will engage in the Project Definition phase of
SESAR to provide guidance on its safety requirements and comment on the outputs. The project’s
Implementation Phase is due to begin in 2007, at a cost of some ƒ30 million per year until 2020, and the
CAA has concerns over the arrangements for the funding and governance. The Commission has proposed
a Joint Undertaking involving itself, Eurocontrol, and private sources (including stakeholders). The CAA
remains unclear as to how the interests of national Governments and air navigation services providers will
be adequately represented.

November 2005

Annex 1

CORE AIRSPACE POLICY REQUIREMENTS DRAWN FROM THE CIVIL AVIATION
AUTHORITY (AIR NAVIGATION) DIRECTIONS 2001

— The continuation of the body known as the Joint Air Navigation Services Council (JANSC).

— The production and maintenance of a co-ordinated strategy and plan for the use of UK airspace
for air navigation.

— The development, application and maintenance of a national policy for the classification of UK
airspace, including design criteria, rules, guidelines and common procedures.

— The co-ordination of temporary changes in the utilisation of UK airspace to meet special air
navigation requirements.

— The development, monitoring and enforcement of a national policy for the use and assignment of
civil aeronautical radio frequencies and Secondary Surveillance Radar codes.

— The establishment and publication of consultation arrangements with the MoD, DfT and air
traYc service providers.

— The provision of advice to Government in both the national and international arenas.

Annex 2

PERFORMANCE INDICATORS

Using Information from:

CAA Corporate Plan 2005 (and previous plans).

Performance Indicators from CAAAnnual Report and Accounts 2005 CAA StaVNumbers fromGroup
Business Plans for 2006–07.
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Aviation Activity

The graph below shows the volatility of airline traYc, particularly long-haul traYc, to world events. It
clearly shows the impact of the terrorist attacks on 11 September 2001, the conflict in Iraq in the first quarter
of 2003, the outbreak of SARS in May 2003 and the subsequent recovery after each of these events. The
graph reflects traYc volumes (in terms of revenue passenger kilometres) since 2000, indexed month-by-
month using 2000 levels as a base. It shows that Association of European Airlines (AEA) airline traYc is
now above 2000 levels including traYc on the North Atlantic route.
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The impact of world events on AEA airfreight volumes was relatively more subdued as indicated in the
graph below. While AEA total international passenger traYc did not recover to the 2000 levels until 2004,
the airfreight market shows more resilience with traYc levels rebounding by mid 2002 and remaining steady
for much of 2003 before rising again early in 2004. As a result, total Freight Tonne-Kms (FTKs) for AEA
airlines in 2004 were almost 15% above the 2000 level. However, the 11 September 2001 event had a sharper
and more lingering impact on the UK airfreight market due to the relatively high exposure of UK airlines
to the North Atlantic freight services. Even so, the strong recovery since the end of 2003 has resulted in the
FTKs of UK airlines in 2004 being 20% higher than the 2000 level, although in terms of freight tonnes at
all UK airports, the 2004 volume of traYc is just 2% above that in 2000.
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The graph below left shows one measure of aviation activity—total commercial flights in UK airspace—
which counts each civil flight in UK airspace once. The graph below right shows Available Seat Kilometres
(ASKs)—the number of seats available for sale for each stage of a flight by stage distance—which
summarises the level of UK airlines’ activity.
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Service Level Indicators

TheCAAuses a number of indicators tomonitor against its service and performance and there are several
codes of practice and service standards in place across the organisation. The CAA is also a signatory to the
Government’s Enforcement Concordat.

1. Air Travel Organiser’s Licensing (ATOL)

As part of its consumer protection role, the CAA manages the ATOL scheme which licenses air travel
organisers to protect consumers financially. There is a published Code of Practice for the ATOL scheme
that sets out its principles of service and commitments for service levels, which has been approved by the
Cabinet OYce’s Regulatory Impact Unit. The “time to decision” indicators (below) reflect the CAA’s
performance on making ATOL decisions. The Code of Practice targets are decisions within an average of
eight weeks of receiving necessary information for both new applicants and renewals. Both of these targets
have been consistently met.
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There was an increase of more than 50% in new applicant ATOL applications in 2004–05 principally due
to the introduction of amended ATOLRegulations at the end of 2003, the Small Business ATOL approach
and a Third Party Agreement with the Travel Trust Association. This has had an impact on the average time
taken to decision, which has increased to 3.8 weeks.
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Performance in both categories improved in 2003–04 despite a significant increase in the number of new
applications as a result of newATOLRegulations in 2003. Theworkload increase was oVset by the adoption
of further streamlined approaches to smaller licences and by new IT developments.
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The average time taken to reach a decision on renewal applications has remained relatively stable despite
the increased workload. This was helped by the introduction of more eYcient working methods to process
the smallest firms, who comprise the majority of the additional caseload licensed during the year.

2. Professional and Private Pilot Licences

In exercising its primary responsibility for the safety regulation of UK registered aircraft, one of the
CAA’s major tasks is the granting and issue of flight crew licences and associated ratings. The indicators
below show, for professional and private licences, the average number of days taken to grant and issue flight
crew licences and associated ratings, and the number of licences issued per CAA licensing staV member.
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The staV eVort used to calculate issues per staV is derived from a time recording information system. This
is the fourth year that the Personnel Licensing Department (PLD) has used the revised and simplified time
code structure relevant to this Performance Indicator. As a result, a direct comparison cannot be made with
financial years prior to 2001–02.

Private licence and rating applications have declined in the fourth quarter of 2004–05, but these
applications can be subject to variation from quarter to quarter in addition to seasonal variations. Overall,
volume trends continue upwards and turnaround times have been held or reduced.
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Towards the end of 2003, the PLD had to refocus its resources to clear a substantial and unexpected
increase in licence transactions as can be seen in the graphs above. Revised work processes were
implemented, but the full extent of the improvements were not realised until early in 2004–05.

The CAA introduced Joint Aviation Requirements for Flight Crew Licensing (JAR-FCL) in July 1999.
The additional work necessary for the implementation of JAR-FCL, associated IT projects and continued
high demand for UK national licences as they were progressively phased out added significantly to the
workload of the Flight Crew Licensing Department, which had a mitigating eVect on productivity during
1999. This situation was rectified during 2000 with the number of days to issue licences improving
dramatically on the previous year.

Efficiency and Effectiveness Indicators

3. Cost control

It is the CAA’s policy to ensure that the costs passed to industry are tightly controlled and eYciently
managed. TheCAAwill continue to face considerable challengesmanaging its workload and projects within
its limited financial resources and all eVorts will be made to ensure that expenditure is kept to a minimum.

3.1 CAA unit cost indicator

The diagram below shows the trend in two important unit cost indicators for the CAA— unit cost per
flight and unit cost per passenger.

The graph has been compiled using the published CAA costs (Total Operating Costs before Income
Equalisation, ASSI and DfT contribution to Eurocontrol) up to 2004–05 and the forecast costs for 2005–06
to 2009–10. All costs have been adjusted for inflation to show 2004–05 outturn costs. The forecast flights
uses the CAA’s base case forecast for Commercial Flights. The forecast passengers uses the CAA’s base case
forecast for Terminal Passengers.

The graph shows a steady decline in unit costs over the period of the Plan with the total cost of all of the
CAA’s activities amounting to 48 pence per passenger by the end of the period.
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Total Operating Costs Graphs

The graph below shows an alterative view to the unit cost trends. At constant 2001–02 prices, despite
increased insurance costs, the CAA has been extremely eVective at reducing overall operating costs.
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CAA Operating Costs
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3.2 Cost per ATOL-Protected passenger

The unit costs of managing ATOL increased in the late 1990s following a decision to spend more on
monitoring and enforcement so as to protect the Air Travel Trust. The increase has since been oVset by
productivity gains. The result for 2004–05 is broadly constant, as the upward pressure on unit costs arising
from new small licence holders is absorbed by the introduction of more eYcient ways of coping with the
workload. Thesemeasures include streamlined arrangements for Small Business ATOLs and the use of third
party administrative arrangements. Air Travel Organisers’ Licensing charges amount to less than 16 pence
per protected passenger.
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3.3 Comparison of yearly movements in total costs, ASKs and RPI

The graph below illustrates the yearly percentage movement of total operating costs as compared to
movements in the Retail Price Index and Available Seat Kilometres flown by UK registered airlines. The
graph shows that the CAA’s total costs are forecast to remain below or just equal to RPI for the period of
the Plan.
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4. Rate of return

The CAA’s regulatory sector, comprising Safety Regulation, Economic Regulation and Consumer
Protection, is normally required to achieve the higher of either an average annual 6% rate of return on the
average current cost of capital employed, or break-even after charging interest and tax.

Following the downturn in the aviation industry, the Government waived the required rate of return to
a break-even for the financial years 2001–02 and 2002–03 but imposed a requirement that the lost rate of
return be recovered in subsequent years in addition to the target set for the annual rate of return. Some of
this was recovered during the financial year ending March 2004, where a 9% return was achieved. The
remainder has been fully recovered in the year ending March 2005, with the Regulatory sector having
achieved a return of 18%.
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5. StaV numbers

CAA Staff Numbers as at 31 October
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CAA total staV numbers in October 2001, excluding subsidiary companies were 1091.5, by October 2005
that number had fallen to 957 a reduction of over 12%. As stated in the 2005 Corporate Plan, SRG’s staV
numbers are now significantly influenced by the development of EASA, and will continue to be so during
the next planning round.

Witnesses: Sir Roy McNulty, Chairman,Mr John Arscott, Group Director, Airspace Policy, Mr Michael
Bell,Group Director, Safety Regulation, andDr Harry Bush,Group Director, Economic Regulation, Civil
Aviation Authority, gave evidence.

Chairman: Good afternoon gentlemen. You are
most warmly welcome. We have one piece of
housekeeping before we begin and that is members
having an interest to declare.
Mr Clelland: I am a member of AMICUS.
Clive EVord: I am a member of the Transport and
General Workers Union.
Chairman: I am a member of ASLEF.
Mrs Ellman: I am a member of the Transport and
General Workers Union.
Mr Wilshire: I do not have union membership but I
do have parts ofHeathrow inmy constituencywhich
might be relevant.
Graham Stringer: I am a member of AMICUS.

Q1 Chairman: Thank you very much. Perhaps it
would be helpful for those of you who have not been
with us before to say before we start that the
microphones in front of you record your words, they
do not project them and so I am afraid you are going
to have to speak up. I should also point out to you
that we have just recently concluded an inquiry into
the financial protection of air passengers so I do not
think we will be questioning any of you on that
matter today. May I begin by wishing everybody a
long, peaceful and happy new year. Sir Roy, I am
going to ask you first to identify yourself for the
record and also your colleagues.
Sir RoyMcNulty: I amRoyMcNulty, the Chairman
of the Civil Aviation Authority. On my far left is
John Arscott who is the Group Director of Airspace
Policy, next to him is Harry Bush who is the Group

Director of Economic Regulation, and on my right
is Mike Bell who is the Group Director of Safety
Regulation.

Q2 Chairman: Did you have something you wanted
to say to the Committee before we begin the
questions?
Sir Roy McNulty: I have some brief opening
remarks if I may. The CAA is the independent
regulator of UK civil aviation and we believe it is
also regarded by many other regulators as a leader
in most aspects of aviation regulation. We are also
in a somewhat unique position as the only aviation
regulator in Europe tasked by its government with
recovering all of its costs including a return on
capital employed from the regulation industry it
regulates, a matter which no doubt some of our
“regulatees” may have commented to you on in their
submissions. Secondly, I would like to emphasise
that safety will always remain paramount for the
CAA. Although, having recently re-looked at it all,
our statutory framework perhaps does not make
that very clear, the paramount importance of safety
is very clear in the guidance that we get from the
Government, in all of our Board’s policies and in the
day-to-day work of the Authority. We have, as we
were requested, set out in our submission our
understanding of the CAA’s remit, structure and
powers together with our assessments of what we do
in pursuance of those statutory objectives and
functions, our view on the eVectiveness of the
regulatory framework and the eVectiveness of the
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CAA in discharging its duties. We hope we have
been able to make all of that clear, although the fact
that we are only one of the players in a fairly
complicated regulatory scene is a factor in
understanding it all. We have also commented on
the eVect of growing European involvement in
aviation regulatory matters. Clearly an increasingly
important part of our job is trying to keep track of,
and trying to influence, regulatory developments in
Europe. We hope that the four people we have
present can answer most of your questions.
However, if we do not have the information to hand
we would like to have the opportunity to provide
supplementary information at a later stage. Finally,
I would like to emphasise that we genuinely welcome
this inquiry. We believe that the CAA does a good
job. The UK has a safety record that is second to
none and that is not only due to what we do, but also
obviously the considerable eVorts that the
Department for Transport makes, and the eVorts
that the industry makes in working with us. We are
recognised in Europe as the leaders in economic
regulation and in airspace policy, and our consumer
protection regime is the best developed in Europe,
although, as you well know, we feel this could be
even better. However, our statutory framework has
evolved over some 30 years or so and we recognise
there are areas where it could be clearer or perhaps
better adapted to today’s world. We also recognise
that, although we believe the CAA does its job well,
we are by no means perfect and we are not
complacent and we will welcome any ideas that
come out of this inquiry that can help us further
improve the job we do.

Q3 Chairman: Sir Roy, it comes as a great shock to
me to know you are not perfect but I will try and
overcome that.
Sir Roy McNulty: I thought we should make full
disclosure to the Committee!

Q4 Chairman: Very wise. You are not just unique in
the way that you get your money but you are unique
in other ways as well. How do you think the Civil
Aviation Authority is going to look in 20 years’
time?
Sir Roy McNulty: I think some of its roles will be
diVerent, particularly in relation to Europe.
Obviously we are embarked on some significant
changes in relation to the Single European Sky, in
relation to EASA and other regulatory matters that
the Commission has embarked on or is likely to
embark on. All of those impinge in one way or
another on the Civil Aviation Authority. I would
expect that in 20 years’ time there will still be a
significant role to play in the implementation of a lot
of that rule making, and there will still be a role for
a national authority such as us.

Q5 Chairman: When did you last undertake an in-
depth review of what you do?
Sir Roy McNulty:We review what we do annually.
As part of the normal planning process we sit down
in June of each year and start fromwhat are the basic
main objectives we are trying to pursue, what are the

strategies we follow for that, what are the plans we
have got and what are the resources we need, but I
would accept that we start that planning process
within the existing statutory framework, we do not
sit down and try to invent a diVerent one.

Q6 Chairman: I understand that. Various people
have commented, as you would expect, on the
conflicting demands of four diVerent areas of
regulation. As you yourself said, you have both the
economic and the safety without the other aspects of
regulation. Do you think that causes you any
diYculty?
Sir Roy McNulty: No. Sometimes it gives us issues
that need to be addressed or managed, but they are
issues which would need to be addressed in some
other way even if we did not have all four aspects of
regulation under our umbrella.

Q7 Chairman: Would it be a good idea to transfer
some of your economic and commercial activities to
a single transport economic regulator for everyone?
Sir Roy McNulty: We do not think that that is a
good idea.

Q8 Chairman:Why not?
Sir Roy McNulty: It has been said to us and to you
onmany occasions that the industry sees advantages
in having a one-stop shop for all of its regulation. In
a number of respects the various regulatory activities
need to work together, for example airspace policy
and the Single European Sky, and some economic
aspects of that and in our opinion it will work much
better in one place rather than if it was split up in
several places.

Q9 Mr Wilshire: Presumably you would accept that
judgments on economic regulation would require
the people regulated to make decisions based upon
what they can charge and what they cannot charge,
so in making economic judgments you are in the
commercial business of what can be aVorded and yet
at the same time you are setting safety standards
which, I would have thought, cannot or should not
be subjected to economic regulation. How can you
possibly do both of those activities at the same time?
Sir Roy McNulty: If you accept, as I hope you
would, that both of those activities should be done,
I think it is best that they are done in one place where
judgments can be made as to what is done in
economic regulatory terms while at the same time
never crossing the line that they would adversely
impinge on safety.

Q10 Mr Wilshire:Would it not be better done by two
independent bodies so that there was no risk
whatsoever of those two activities being confused?
Sir Roy McNulty: I do not think we confuse them.
As I said in my opening remarks, it is very clear in
our minds that safety is paramount. In the
legislation for the NATS PPP that was written into
the legislation safety is paramount, but it is implicit
in all of the other things we do as well. We will
always ensure that we do not do anything either in
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economic regulation or in airspace policy that cuts
across the safety objectives that we see as
paramount.

Q11 Mrs Ellman: Sir Roy, you said that you are
unique in having to recover your costs from the
industry plus your return in capital. Does that not
make you over-dependent on that industry at the
expense of environmental concerns or passenger
interests?
Sir Roy McNulty: In some respects we are
completely dependent in that all of our income
comes from that industry. The record shows that it
does not influence the CAA in taking decisions. The
decisions we take are without fear or favour. We
seek to make the right safety judgments and the
safety record shows that we have been reasonably
successful at that. We make economic regulation
judgments which often the regulatees do not like at
all. I do not think there is a history of the CAAbeing
unduly influenced or influenced at all by who pays
the charges.
Dr Bush: It is also worth adding that in the economic
regulation context it is not unusual for economic
regulators to charge the people in the industry. I
think the uniqueness relates to aviation in Europe.

Q12 Mrs Ellman:What about the position of general
aviation? You have been criticised for not paying
enough attention to that sector.
SirRoyMcNulty: I do not understand. Inwhat sense
related to general aviation?

Q13 Mrs Ellman: We have received some evidence
criticising you and saying that you are more
interested in the major commercial airlines than any
other civil aviation.
Sir Roy McNulty: I have heard that criticism many
times. It is probably true that the CAA pays more
attention to the airlines than it does to general
aviation. I would guess that that can be traced back
to the original legislationwhich has the airline aspect
of our activities front and centre and does not
mention general aviation. We are conscious of the
fact that perhaps we should pay more attention to
general aviation, which is why in the middle of last
year we embarked on a joint review togetherwith the
GA sector of all the strategic issues that relate to
GA. Perhaps it has not had as much attention in the
past as it should. We are intent on trying to rectify
that.

Q14 Mrs Ellman: Why are regulatory costs in the
UK higher than in other countries?
Sir Roy McNulty: As I said at the beginning, we are
the only regulator who has to charge fully all of its
costs. A lot of the activities that we do are done in
France, for example, and no charge ismade, they are
met from general taxation. So I do not think you can
say that we are more expensive than the others when
we are comparing two completely diVerent
economic systems.

Q15 Chairman: Is that because they will do more
things through the Armee de l’Air in France?

Sir RoyMcNulty: They do some of those things, but
even the DGAC, the civil part, does not charge. As
of 1 January they are beginning to introduce some
charging mechanisms, but this is their first step in
that direction. In many of the other countries there
are no charges whatsoever. We are certainly more
expensive. If you charge fully all of your costs you
are going to be a lotmore expensive than people who
do not charge at all.

Q16 Mrs Ellman: Would you prefer a diVerent
method of funding?
Sir Roy McNulty: There are days when I could
heartily wish it because at times it causes a degree of
disagreement with our charge payers, but I would
have to say, standing back from it, that I think it is
for the better because what it does is place a clear
obligation on us to try to deliver decent value for
money. There are a number of consultations and
reviews not least by the Safety Regulation Finance
Advisory Committee which are completely unheard
of in other countries. When we have benchmarked
what the CAA does in each of our regulatory
activities it keeps telling us that the CAA as a
regulator is relatively eYcient compared to other
regulators. That may not be the summit of one’s
ambition, but compared to other regulators the
CAA does its job quite eYciently.

Q17 Mrs Ellman: How do we know whether you
deliver value for money? The National Audit OYce
cannot scrutinise your finances, can it?
Sir Roy McNulty: The assurance we have comes
from several sources. We review the budgets very
carefully. The majority of the board are non-
executive people, they come mostly from the private
sector and have a business background and we
review the budgets very thoroughly every year. We
do benchmarking quite frequently both the
regulatory activities and our support activities and
where we find areas that we can improve against a
benchmark population, we go after those things and
that is why our costs for the last four or five years
have come down consistently.

Q18 Mrs Ellman: Do you have any proposals to
improve scrutiny to your customers and also to
Parliament?
Sir Roy McNulty: I think some of the lessons we
have learned over the last 18 months to two years
from the costs and charges review suggest that the
scrutiny review, consultation, transparency and so
on could be improved further and we will work at
those things. Obviouslywith the general government
drive for better regulation and more transparency
and whatever, we may address other issues whilst
working together with the Department.

Q19 Mrs Ellman: Do you have any specific
proposals for improving scrutiny?
Sir Roy McNulty: Not right now. What was
apparent from the joint review team that we ran for
the past two years was that things that we thought
everybody understood were not well understood by
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a lot of people. That suggests that the work, for
example, of the FinanceAdvisory Committee can be
improved and we will be looking at that.

Q20 Mrs Ellman: Is the 6% rate of return fair?
Sir RoyMcNulty: I think it is. It reflects the fact that
there are capital assets in the business. Capital assets
do not come for free. Although people refer to this as
a 6% profit, it is really recognising the costs of those
assets in the business. I do not think that is
unreasonable.

Q21 Mr Scott: You expect employment costs to rise
in real terms from £55.8 million in 2004–05 to
£65.7 million in 2009–10 despite a reduction in your
staV numbers. Are you planning higher than
inflation wage increases?
Sir Roy McNulty: No.

Q22 Chairman:What is the diVerence? Mr Scott is a
man of great faith; he believes every word you say. I
do but I want to think about it.
Sir Roy McNulty: We plan for an inflation level
increase. There is some movement within the grades
by people acquiring seniority in their job they can
progress a bit through the grades, so there is some
increase from that. Other than that, there is no
hidden big handout or anything of that nature. We
can provide youwith an analysis of the causes of that
variation in the figures if you wish.

Q23 Mr Scott: Thank you. What contingency plans
do you have in place should your assumptions upon
which you base your financial planning be wrong?
Sir Roy McNulty: The whole system works on an
annual basis. Although what we show there is our
current forecast of costs for five years, we levy our
charges annually. So if there was, as there was 15
years ago, a sudden kick up in inflation, then sadly
the charges go up accordingly. We make a budget,
we assess through our budgeting system what
charges we need through the diVerent charging
schemes, and we calculate the resultant charge to the
regulatees.

Q24 Chairman: Regulatees, Sir Roy?
Sir Roy McNulty: It is a word we invented. I am
sorry about it. It is shorthand for all those people
who enjoy being regulated by us!
Chairman: It is not my definition of shorthand. You
might like to give a re-think to that.

Q25 Graham Stringer: As the Chairman and Mrs
Ellman have said, there are a number of unique
features about the structure of the CAA. One of
those unique features is that when you have decided
on what prices airports can charge for landing and
when you have gone through the economic
regulation process that is subject to an appeal to the
Competition Commission. Do any other regulators
have that extra appeal and, if so, is it a good idea?
Sir RoyMcNulty:No other regulators as a matter of
routine to my knowledge.

Dr Bush: It is very diVerent from other regulators. It
is not an appeal, it goes automatically to the
Competition Commission, whereas in other cases it
is an appeal mechanism once the regulator has
determined the charges. As to whether it is a good
idea, I think it causes us some issues around the
length of time for the process; it probably extends it
by six to 12 months. There is obviously the
possibility of duplication of eVort, although we try,
by working with the Competition Commission staV,
to reduce that. There is possibly the thought that
people who are subject to our process will store up
some of the issues and not vent them with us until it
goes to the Competition Commission. There is
always the problem that you get a little bit of grit in
the regulatory decision-making oyster.We canmake
it work. It has worked. We would prefer a diVerent
system. We would prefer something that was nearer
what other regulators have, but it has worked for a
number of years, a number of regulatory periods and
reviews and we are stuck with it at this time.

Q26 Graham Stringer:What extra costs does it mean
to the four regulated airports?
DrBush:The last time the CompetitionCommission
charged around £1.5 million each to BA and
Manchester. Some of that would be work that we
would otherwise have had to undertake. The net
figure will be less than £1.5 million it might even be
substantially less than £1.5 million, it rather
depends. This time, for instance, we will be doing a
lot more of the work in terms of invigilating the
airports’ costs than was done by the CAA last time
so I would expect our costs to be higher and theirs to
be commensurately lower.

Q27 Graham Stringer: You said you would like to
get rid of the automatic referral to the Competition
Commission. Can you expand on what you would
like to see in its place?
Dr Bush: I think we would like to see what I might
call the normal UK regulatory system which applies
in the NATS case, where we reach a view and then it
is for the regulated company to decide whether or
not it eVectively wishes to appeal that. The diYculty
this appears to create for the airlines is that they
would not have a right of appeal under that system,
and so they may feel that they get at least a second
bite of the cherry under this system relative to what
they would have under what I would prefer.

Q28 Graham Stringer: Prices to passengers have
been falling quite dramatically over the last five or
10 years. This Committee has received evidence that
there is competition between the United Kingdom
and European airports. Why are you necessary if
prices to the ultimate consumer are falling due to
other economic factors? Why do we need economic
regulation of the airports?
Dr Bush:Across the vast bulk of the industry we are
not needed and we are not there. Most airports are
not regulated and that is welcome and good.

Q29 Graham Stringer: In volume of passenger terms
you regulate the majority of passengers, do you not?
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Dr Bush: Yes, because of the scale of the London
airports and Manchester we regulate airports used
by the majority of passengers but we do not get
involved in the details of the other airports.
Heathrow is a natural monopoly because of its
network characteristics. Gatwick is pretty much full
up and therefore has a certain degree of pricing
power potentially. There may be growing question
marks in some ways around Stansted and
Manchester and certainly these are issues that we
have said wewould consider if people wished to raise
them, but ultimately it is a matter for the
Government.

Q30 Graham Stringer: You advise the Government
on a lot of the aviation aVairs.
Dr Bush:We do indeed.

Q31 Graham Stringer: I am raising the matter and I
am asking you to answer that question now. Do you
think, given the decline in fares to passengers, that
Manchester, Stansted and indeed Gatwick and
Heathrow, if they were regulated separately or
in separate companies, should be regulated
economically?
Dr Bush: I am not sure that the decline in fares paid
by passengers is necessarily relevant. The question is
whether the airports would be able, in the absence of
economic regulation, to raise their charges to the
airlines, particularly where the airlines do not
necessarily have a choice. In the Heathrow case that
is probably true and it may be true for certain
elements of Gatwick, but it might be less true for
some elements of Stansted and Manchester.
Certainly for two of the airports I suspect there is
still quite a strong case.

Q32 Graham Stringer: It is an interesting point.Who
is the ultimate customer, is it the passenger or is it the
airlines? Whose interest are you serving?
Dr Bush: Our statutory duty is to look after the
interests of both. Users incorporate both passengers
and the airlines. Clearly to the extent that we are
protecting the airlines from charges going up at
airports above where they might otherwise be then
actually that ought to be of benefit to passengers as
well.

Q33 Graham Stringer: I am not clear what process
you will follow if you believe there is evidence that
Manchester and Stansted do not need regulating.
Dr Bush:As part of the current review, as we set out
in the document we published just before Christmas,
we are doing some market analysis which will look
at the market for each of the airports. As a result of
that, if we came up with a view that said there is
suYcient competition, for example, around
Manchester, I think we would at that point have
discussions with the Government about whether it
would be appropriate at some point for the
Government to think about de-designation. But I
think we need to assemble that evidence and look at
it and see what the prospects are. It rather depends
on how much competition there is and how fast it

has been growing around Manchester. There has
been quite a big increase, but Manchester in size
terms is still fairly dominant in that area.

Q34 Mr Leech: Sir Roy, you said that you felt the
current funding arrangements were the best option.
Do you not feel that the current funding
arrangements lead to people being under the
impression that you are beholden to the wills of the
airlines and the airports?
Sir RoyMcNulty: That has occasionally been said, I
have occasionally read it, but no evidence has been
put forward that supports such a statement. I can
honestly say from my four years in the CAA that I
have seen no case where the judgment being made in
any of the regulatory arms was influenced by the fact
that the people whom we regulate pay their charges
to us.

Q35 Mr Leech: The Campaign for Rural England
suggested that environmental concerns had been
perhaps sidelined because of the need to keep the
airlines and the airport groups onside.
Sir Roy McNulty: I cannot understand the basis for
such a statement. The CAA has limited
responsibilities in relation to the environment.
Probably the principal area relates to the
environmental guidance which the Secretary of State
gives us for application in dealing with airspace
changes. We also have a technical advisory role in
noise measurement and we have a few relatively
minor duties in relation to the noise characteristics
of engines. In none of that is there any flavour of
being nice to the airlines or being nice to aviation or
doing other than what the Secretary of State has
asked us to do.

Q36 Mr Leech: Do you think there could be a
conflict if your role within the environmental
concerns was expanded?
Sir RoyMcNulty: I think it would all depend on the
basis on which it expanded and the remit that we
were given. At the moment we strive conscientiously
to follow the remit we are given, particularly in
relation to the environmental guidance on airspace
changes. As regulators, we try to do what we have
been asked to do either in terms of statutory
objectives or guidance from the government.

Q37 Clive EVord: Sir Roy, I want to take you back to
your answer on the figures relating to employment. I
understand that you are going to cut the number of
staV over the next five years. The figures that were
quoted to you were £55.8 million in 2004–05 rising
to £65.7 million in 2009–10 for employment costs. I
did not really understand the answer. Perhaps it is
me being dim. Why is there the above inflation
increase at a time when you are reducing staV
numbers?
Sir Roy McNulty:We will provide a detailed break
down of the movement in those figures. Secondly,
the existing plan as of last spring does not fully
reflect the reductions that we know we are going to
have to make mainly because the plans that EASA
has have not been clear enough. We are a bit clearer
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ninemonths later what they are trying to do and how
fast they are trying to do it, and I think the plan that
we produce in March/April coming will show a
further reduction in staV and a further reduction in
those wages costs.

Q38 Clive EVord: Does it mean any changes in
operation for the CAA?We have had some evidence
that suggests that it is a bit of a nine to five service
and that a 24/7 service would assist the industry
more. Are there costs involved in that? Are you
intending to address that complaint?
Sir Roy McNulty: The plan will reflect such plans
and strategies as we have for improving our service.
If there is a need in some parts of the industry for a
24/7 service, I have no doubt that we would provide
that, that is not an issue.

Q39 Clive EVord: Can you explain the fluctuations
in the profits and loss of diVerent groups? For
instance, the European Regulation Group had
improvements that were significantly higher in 2005
than 2004 and yet the Consumer Protection Group
made a loss in 2005 compared with a profit in 2004.
Why the two situations?
Sir RoyMcNulty: It goes back to the charges setting
mechanism that I described earlier. We set our
charges about six months before a year starts and
obviously it is a forecast, it is an estimate and life
does not always turn out as we forecast, something
comes along that needs done. Maybe something
needs a 24/7 service that we did not expect and we
put it in place and that is an additional cost ormaybe
the industry volumes do better than we had expected
so we have a gain. It almost never turns out exactly
the way we expected, but usually the swings and
roundabouts balance out, and we have never got
into serious diYculties.

Q40 Clive EVord: They are big swings and
roundabouts. The Economic Regulation Group
achieved a profit of £1 million for the year ended
31 March 2005 compared with just £49,000 in the
previous year; that is a significant diVerence.
Dr Bush: I think one of the problems you have got
here is the law of small numbers. The Economic
Regulation Group is a pretty small operation and it
has some big projects, the timing of which are
uncertain, washing through it, for instance the price
reviewswhich are the biggest things thatwe do. If the
timing of those changes or the need for consultancy,
which is actually a major thing that washes through
changes, that will aVect those figures very
substantially. I think the figures you are referring to
are basically because of that. It came about around
the time of the NATS price review.

Q41 Clive EVord: What issues has the Audit
Commission raised with management in the last
12 months?
Sir Roy McNulty:We have no involvement with the
Audit Commission. We are required to have
external auditors in the way that a normal limited
company would have.

Q42 Clive EVord: I am sorry, I should have said the
Audit Committee.
Sir RoyMcNulty: The Audit Committee reviews the
plans that the external auditors have, it reviews the
plans that our internal auditor has, it reviews with
the auditor at the end of the accounts any issues they
wish to raise, it looks at themanagement letter which
the auditors provide us with of things that we ought
to improve in our accounting processes in one way
or another, and it basically provides us with the
assurance that everything that should be done from
an audit and an accounting point of view is being
done properly.

Q43 Clive EVord:You told us in your submission of
“The CAA’s ability to attract, retain, develop and
motivate high quality staV with appropriate skills,
knowledge, experience and competencies will
determine current and future success.” We have
heard from Prospect that you are having diYculty
recruiting in the Air TraYc Services Investigation
arm of the CAA. Would you care to comment on
that?
Sir Roy McNulty: I do not think today we have
major diYculties. Sometimes we have a few posts
not filled. We are in the same position as any
organisation in that when some people leave you
have got to go out and hire replacements and you
have some vacancies for a period. In 1999 this
Committee had a review of the safety aspects of the
CAA and there were major problems at that time,
particularly in relation to air traYc controllers and
pilots. Since then, working with the Department for
Transport, we have had a degree of flexibility to
move towardsmarket rates and the salary imbalance
is not a serious problem anymore in terms of
recruitment.

Q44 Clive EVord: Prospect has said to us that the
issue is a diYculty in recruiting staV because of lower
salaries paid by the CAA and that that continues to
be a problem.
Sir Roy McNulty: We have the flexibility to add
market supplements to our normal salary ranges and
compete. The trouble is that the market is always
moving slightly ahead of us. Prospect has been very
successful in various negotiating venues so they
certainly are usually a bit ahead of us, but we have
the ability to catch up usingmarket supplements and
it is not a major issue for us today.
Mr Bell: Within the last year we have arranged a
market supplement for air traYc controllers
specifically to address this issue. I was advised only
thismorning thatwe are now fully up to complement
in that area.

Q45 Chairman: Do you mean you have given them
more money?
Mr Bell: Yes.

Q46 Clive EVord:We have been told that within the
past 18 months there have been two separate
recruitment exercises which failed to attract
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suYcient suitable candidates thus leaving posts
unfilled. Are you saying that problem has now been
resolved?
Mr Bell: I am, yes.

Q47 Clive EVord: Is there a problem in maintaining
a balance in your workforce? Is there a danger of
taking on too many ex-Service people at the expense
of the civil aviation?
Sir Roy McNulty: No, I do not think so. The main
area where we have ex-Service people is in airspace
policy. Perhaps I might ask John Arscott to
comment on that.

Q48 Chairman: It has been said to us there are too
many peoplewith an ex-Service background because
they do not have immediate knowledge of civil
aviation.
Sir Roy McNulty: That is a particularly diYcult
question for Mr Arscott to answer as he came
from there!
Mr Arscott:We always approach the task from the
point of view of adopting the best person to fill the
job and fortunately in this country we have such a
joint and integrated air traYc management system
that broadly speaking, whether the individual comes
from the civil community or the military
community, certainly in the area radar context there
is a general understanding across both
specialisations. As Sir Roy said, where we have
specific jobs where we need particular skills which
can only be found in one or the other, for example
fighter pilots as opposed to civil air traYc
controllers, we have a mechanism to pay market
supplements to get the expertise and the skills base
that we need and we do that.
Sir Roy McNulty: For the sake of completeness I
should say also that in the Safety Regulation Group
there are some ex-military people, but it would be in
the range of five to 10% of the total, it is not large.

Q49 Clive EVord: The fact that their experience is
from the military rather than civil aviation does not
present problems, does it?
Sir Roy McNulty: Absolutely. They are ex-military
but they have a specialist discipline perhaps in air
traYc control, airspace planning, may be in
maintenance or something like that. They have the
disciplines that we look to recruit.

Q50 Clive EVord:Finally, have you determinedwhat
the environmental implications of the Aviation
White Paper are for the Airspace Policy
Department? What steps have you taken to recruit
the relevant levels of expertise and how have you
budgeted for this?
Mr Arscott: We are working very closely with the
department, BAA and the various other interest
groups on the development of the Government’s
White Paper. The environmental research and
consultancy department, a group of people who
work for me who are essentially noise and
environmental experts, are doing a lot of work to
contribute to this, but at the moment the evaluation
is not complete, work is still going on and I am sure

at an appropriate time the balance between
operational imperative and environmental impact
will have to be made, but likely as not it will be made
by the Government.

Q51 Mr Wilshire: I wanted to go back to a point that
Mr EVord was touching on in terms of finance. I am
conscious this is the Transport Committee, but I
read your annual report and accounts and I realised
that we need to be a finance committee to get
involved in some of the detail that is there and we are
not that. On page 60, where you have got your
auditor’s report, it says, “We are not required to
consider whether the board’s statements on internal
control cover all risks and controls or form an
opinion on the eVectiveness of the group’s corporate
governance procedures or the group’s internal
controls.” You are a public corporation. As a
member of the Transport Committee I would look
to the Public Accounts Committee to tell me
whether or not your financial performance was
eYcient and eVective rather than legal, which is what
I take Pricewaterhouse to be saying, that this is a
legal set of accounts. You are unable to be checked
over by the National Audit OYce and therefore be
brought before the Public Accounts Committee.
How can I and my constituents at Heathrow, who
are utterly dependent upon your safety regulations
to live happily in my constituency, be sure that you
are eYcient and eVective if we cannot get at the audit
of your accounts because you are somehow the
exception to the rule of being checked over by the
NAO?
Sir Roy McNulty: I honestly do not know the
background as to why it is as it is. As you know, the
CAA is set up as a statutory corporation. It is
required to have an audit rather like a limited
company would have and we have that with PWC. I
do not understandwhy theNAO is not involved, but
we can get the background researched and provide a
note to the Committee on why it is like it is.

Q52 Mr Wilshire: Do I understand from that that
you would be content for theNAO to be able to look
at your accounts?
Sir RoyMcNulty: I do not have a view on it. It is not
an issue.

Q53 Mr Wilshire: Could I encourage you to have a
view?
Sir Roy McNulty: We will look at that as well. We
will provide a note explaining the background and
we will give you our views about the NAO being
involved.
Mr Wilshire: My understanding is that the
Government is arguing—and I do not knowwhether
it is the current or previous government—that
because you are financed by the airlines somehow
you are diVerent.
Chairman: I do not want to labour this point too
much because we have got a lot of things to do.
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Q54 Mrs Ellman: Your safety performance
indicators include upper limits and target rates.
What is that all about? Surely you should just be
looking at zero in terms of that.
MrBell:Whatwe have done is take a pragmatic look
at the safety record which, as I have said to the
Committee when they visited the Safety Regulation
Group, is second to none in Europe and twice as
good as the Americans. What we have done is not
take the unrealistic proposal that we should have no
accidents because the only way you can achieve zero
accidents is by grounding aircraft. What we are
doing is taking a pragmatic look at the current
achieved safety levels, estimating what would
happen if they were not improved and setting a set
of targets to reduce those. You will notice that the
indicator boundaries that are published reflect a
reduction. Our aim is to continue to improve and to
reduce but we do not want to set an unrealistic target
of zero and then fail tomeet it. This is something that
the FAA did a few years ago at the end of the
Nineties and then they dropped it very quickly when
they discovered the sheer impossibility of it. If you
look at the graph that we supplied in relation to the
number of Western built jets and passenger
fatalities, we have only had one since 1989. In eVect
the one that we do focus the majority of our eVort
and our resource on, as Sir Roy said, where large
numbers of passengers are carried, is where the risk
to the people underneath is significant and in that
area we have been very successful.

Q55 Mrs Ellman: Are you confident that you can
maintain that standard if there is a move to light
touch regulation?
MrBell:Yes. I think this question of amove to ‘light
touch regulation’ is quite emotive. It is not
something that I recognise as having been said
recently with any particular relevance, it has been
something that we have been engaged in for as long
as I have been in the CAA and that has been a
continual reduction in the number of people dealing
with an ever increasing number of companies and an
increasing reliance on the companies to introduce
self-regulatory systems such as safety management
systems and safety related quality systems which
enable us to satisfy ourselves with less of an audit. To
some people that does represent an unacceptable
phase of progress but for us it seems the only
practical way to go forward, to maintain the safety
level while reducing our number of staV.

Q56 Chairman: British Airways, who were always
looked upon as being extremely careful and safe, has
been criticised very strongly recently for their
maintenance procedure. Is it not true that relying on
the reputation of a company and its self-regulation
might in itself throw up some rather diYcult
questions?
Mr Bell: I would accept that that is an issue. At the
time British Airways suVered these problems which
were widely reported in the press a few weeks ago
there were a number of issues associated with a large
reduction in their engineering staV. We were

working on the problem throughout and I can assure
you that that particular issue was addressed about a
year before the report actually was published.

Q57 Chairman: One would hope so, Mr Bell,
because it was not exactly a new thing for lots of us
who had watched the steady deterioration of a lot of
their aircraft, particularly on their domestic routes
and been told bymany people about the problems in
the engineering division and, therefore, it seems
rather sad that it took over 12 months before there
was any kind of open and firm criticism.
Mr Bell: We do run a process of monitoring with
some 10,000 reports a year and these are open and
transparent.

Q58 Chairman:Where does the line lie between self-
regulation and the light touch and removing yourself
from a situation where you could come up with an
immediate and quite firm opinion that would
safeguard the passenger?
Mr Bell: That is a very complicated question.
Defining that line is a matter of expert judgment.

Q59 Chairman: Life and death are quite
complicated. The end is simple, you are or you are
not.
Mr Bell: We have the option of removing the Air
Operator’s Certificate from a company and there are
examples of us doing that over a number of years.

Q60 Chairman:How often have you done that in the
last 10 years?
Mr Bell: I could not give you the total but I could
supply that information. On average it is two per
year.

Q61 Chairman: Are they big airlines?
MrBell: Some of themhave significant implications,
yes. The number of options we have available to us
when dealing with an airline which is not performing
is quite varied. We can query the activity and the
post holder could be replaced and restrictions could
be placed on their operation.
Chairman:Mr Bell, in the note you will give me you
are going to explain how often you have done that in
the last five years, not to be too cruel, and what types
of imposition has come from you to the companies
concerned.

Q62 Mrs Ellman: Are you telling us that safety
standards will not be compromised?
Mr Bell: We have no intention of compromising
safety standards and we work to the best of our
ability to ensure that they are not compromised and
I stand by our record.
Sir Roy McNulty: Perhaps I might add a comment
on the British Airways case that you raised. I think
it is correct to say that we identified from our
surveillance of BA a number of matters of concern
before even the first of those incidents took place.
We raised those with BA, I personally met with Rod
Eddington to explain our concerns and action has
been taken, which is very evident from their record
in the last 12 to 18months, and it has got a lot better.
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I do not like the “light touch” phrase. I thinkwe have
put heavy reliance on the safety management
systems that companies operate. We expect them to
have a good safety management system and we
check that they do and then we monitor how it is
going. If we see that the system is not working as
intended or if we see drop-oVs, we raise that quite
quickly from our surveillance, which we intend to
keep. It is not light touch withdrawing, hands oV or
whatever. We get far more complaints from people
that we are still too intrusive than we do from people
who say we are not doing enough.

Q63 Mrs Ellman: Has your work been aVected by
the Better Regulation Commission?
Sir Roy McNulty: In some respects it has and in
other respects there is quite a lot still to come.As you
know, there aremany initiatives that we are all going
to benefit from over the next year or so arising from
the Hampton Report, the Better Regulation Task
Force and we are working together with the
Department for Transport on a number of aspects of
that. We had a major seminar with industry just
before Christmas looking for their ideas and we will
address all the relevant aspects of both of those
reports. What we will try also to ensure is that none
of that cuts across the obligations that we have
stemming from ICAO or other requirements in due
course from Europe or indeed that it cuts across the
statutory duties we have. We can always improve.
As I fully and freely admitted earlier, we are not
perfect and if better regulation can be applied in the
CAA we will do so.

Q64 Mrs Ellman: How many Regulatory Impact
Assessments have you produced?
Sir Roy McNulty: I would need to research that but
it is very many. It is our standard policy when there
is a change in regulation to do a Regulatory Impact
Assessment, but we can get a count down of that
over the last several years and supply that to the
Committee.

Q65 Mrs Ellman: Are there any regulatory policies
of the CAA which have not been covered by a
Regulatory Impact Assessment?
Sir Roy McNulty: I would need to research that. In
the last three or four years it has been our universal
habit to do Regulatory Impact Assessments but
there are perhaps exceptions and one of those, for
example, is economic regulation, where the whole
process of consultation, debate and so on is so full
that there is no need to do a special Regulatory
Impact Assessment. At the end of it all, everybody
understands perfectly well what is involved.

Q66 Mrs Ellman: What changes have you made in
response to the Hampton Report?
Sir Roy McNulty: As yet none, but quite a number
of the recommendations in theHamptonReport, for
example risk-based regulation, are things that we
already have in our policies and approach. As I said,
in the last few months we have begun to review that
ourselves, we are discussing it with the Department

and I have no doubt that a full response and a full
action plan will result of things that are relevant to
us, but not all of it is.

Q67 Graham Stringer: Can I just have one last bite
at the BA cherry? What you seemed to be saying is
that there was a problem at BA, you took action and
now everything is as safe as it ever was at BA. You
were also saying that there was a period when these
incidents that were reported in the newspapers took
place and passengers were at risk. What have you
learned and how you will improve the performance
so that you intervene before those passengers are
at risk?
Sir Roy McNulty:What we and BA learnt was that
in the downsizing that they had to undertake post-
9/11, they perhaps went at it a bit too quickly and
without adequate attention to the supervision of
certain maintenance tasks. I think that is a lesson
they have taken on board, it is a lesson we certainly
have taken on board, and we will watch very
carefully any similar situation in the future.

Q68 Graham Stringer: That is slightly missing the
point of my question.
Sir Roy McNulty:My apologies.

Q69 Graham Stringer: You are saying that
something went wrong, you understand that now
and you will keep an eye on it. What I am really
trying to get at is how you intervene earlier when
something is going wrong. Passengers were at risk
because the intervention came later than it should
have done, were they not?
Sir RoyMcNulty: I think the solution lies in perhaps
having got into earlier dialogue with BA about
exactly how they were going to implement the
organisational changes that they did. Having said
that, it was not so much the changes that they made
that were wrong, it was in some aspects of the
implementation of it that things did not work out
as planned.

Q70 Graham Stringer: Can you assure us that the
low cost carriers who have incredibly quick
turnaround times are not putting passengers at risk?
Sir RoyMcNulty:We are certainly satisfied with the
safety regimes of the low cost carriers registered in
this country whom we supervise.

Q71 Chairman: That is not quite the same thing, is
it? That is a rather careful use of the English
language. You are saying you are satisfied with the
safety regulations which the ones that are based in
this country have put in place. Do you have any way
of checking their safety regulations if they are based
somewhere else, like in Ireland or Latvia?
Sir RoyMcNulty: The only way we have of checking
is from the Safety of Foreign Aircraft process or
from incidents that happen within this country, but
we have limited reach in relation to airlines
registered elsewhere. To come back to Mr Stringer’s
question, the safety surveillance that we exercise is
exactly the same for low cost airlines as it is for
traditional airlines. Our experience has been that the
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low cost airlines take safety very seriously and they
take maintenance very seriously because if you are
going to achieve the aircraft utilisation that they aim
for and the turnarounds that they aim for then the
last thing you need is amaintenance problem getting
in your way.

Q72 Graham Stringer: When we visited your
headquarters before Christmas we had a discussion
about the impact of the European air safety
organisation and I want to paraphrase the
discussion. It was that while southern states and new
states within the EuropeanUnion are being brought
up to standard no improvements are taking place
and many of the improvements you might wish to
see or we might wish to see have not taken place. Is
that the case, Sir Roy?
Sir Roy McNulty: I think it is the case, as we
mentioned in our memorandum to the Committee,
that EASA is experiencing significant diYculties in
getting itself set up and operating in a satisfactory
way for a range of reasons and some may be to do
with organisational diYculties, some may be to do
with staYng diYculties and some may be to do with
management or planning diYculties, I do not know,
we are not inside the organisation. I think so far we
are a bit disappointed with the way it has got going.

Q73 Graham Stringer: So it is slowing down the
improvement of safety regulations.
Sir Roy McNulty: For example, the JAA had a rule
making programme aimed at keeping up with safety
issues in the industry and technology issues, and that
rule making programme has certainly slowed down.
I do not think, at the moment, safety rule making
and safety standards setting is getting as much
attention as it was, andwe do not think that is a good
situation.

Q74 Graham Stringer: In some of the written
evidence that has been presented to the Committee
you are accused of being slow to embrace new
technologies such as LED, by which I assume they
mean light emitting dials although they do not say
that. It is claimed that that is better for airfield
lighting than current technologies. You are accused
of being slow to change the regulations applying to
the heights of buildings around airports, you are
accused of applying rules that applied to aeroplanes
that operated just after the Second World War, and
you are also accused of not giving as much support
to airports when they are developing new
technologies as was the case in the past. Would you
care to comment on those criticisms?
Sir Roy McNulty: I will ask Mike Bell to comment
on the specifics. I think it is probably true that we are
cautious. That is not an entirely undesirable
characteristic for a safety regulator but, more
importantly, most of the things that you refer to
relate to safety standards which are international
standards. Quite a number of the standards that we
aim to see in place in this country stem from ICAO
and ICAO moves quite slowly. We are now in a
situation where rule making and standards setting
for aviation is handled by EASA on a pan-European

basis and so it will not move very fast. We have little
freedom of manoeuvre in the areas you have
described, but I will ask Mike Bell to comment on
the specifics.
Mr Bell: In relation to the embracing of new
technologies, I just did not know where that was
coming from. We have embraced new technologies
in the CAA at a pace driven largely by
manufacturers from 1988, for example, when the
Airbus fly-by-wire aircraft was first introduced.
When the cathode tube technology came in at the
same time we embraced that and when that changed
to the LCD screens which are currently fitted to the
triple seven we embraced that as well. I do not really
recognise that. If there is an issue concerning
airports, I will find out about that and answer it. As
regards the height of buildings, our only input into
that is as part of the airspace implications if it
infringes a safety surface and there is a planning
application where an airport has objected to the
height of a building, for example, that is planned to
be built near to it, which is quite relevant in this area,
and it has an implication on the traYc patterns and
the safety of aircraft flying into other airports or the
airport itself.

Q75 Graham Stringer:Youwrote an excellent report
on allowing regional airports to have freedoms for
airlines landing there. The Government adopted
that policy in late September, early October of last
year and I think Ministers are keen, you are
obviously keen and regional airports are keen, but I
am less sure that oYcials at the Department for
Transport are keen. Would you monitor the
implementation of that policy, is that part of your
role and part of your advice to Government?
Dr Bush: As you know, we published a report on
regional airports overall last February, so we see this
as an important part of the information base that the
CAA should be maintaining, and I would anticipate
that in a year or two we will be looking at how the
fifth freedom change that you are talking about had
been implemented andwhat issuesmight have arisen
in the meantime.

Q76 Mr Scott: Sir Roy, I want to go back to what
you were saying about some of the budget price
carriers. If a carrier is not registered in this country
but is predominantly using our airports for flying to
other European destinations, do you believe it may
be helpful if they came under the same jurisdiction as
carriers who are registered in this country?
Sir Roy McNulty: I think that is arguable, but
certainly the system that is set up is based on the state
of registry so that for all airlines and aircraft that are
registered in theUK,we follow their safety aVairs no
matter where they fly in the world and, similarly,
aircraft flying in here from other jurisdictions are
registered and supervised by the regulatory
authorities in those countries. You would need to
pull the whole thing up by the roots and approach it
in a diVerent way if you wished to follow the line of
thought that you have suggested, but the diYculty is
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that aircraft are very movable things and you would
have a very diYcult job of trying to regulate every
aircraft that flies in and out of this country.

Q77 Mr Scott: I was not actually referring to every
aircraft that flies in and out of this country, but there
are certain carriers who predominantly may be
registered abroad, but they are using British airports
the whole time to fly their customers and surely they
should come under your jurisdiction.
Sir Roy McNulty:Well, as I say, if the—

Q78 Chairman: Sir Roy, can I just stop you there.
This point has concerned, as you know, this
Committee before and you do have the power, do
you not, to do airport checks?
Sir Roy McNulty: Absolutely and we do random
checks, as we call them, on specific aircraft, picked,
I was going to say “at random”, but actually it is not
at randomand I think it is quite carefully targeted on
where we think there might be issues and we can
carry out those checks if we have concerns.

Q79 Mr Goodwill: Yes, that was the point I wanted
to develop because it is apparent that every new
former Soviet Republic has got its own airline and
many people are concerned about the resources
available to those airlines to maintain high safety
standards. As I take it from your previous answer, it
is slightly more than a tyre-kicking exercise, but
there is very limited time in which you can inspect
these aircraft when they are on the ground. Is that
true?
Sir Roy McNulty: That is true. Can I ask Mr Bell to
expand a little bit on what we do?

Q80 Chairman: Very briefly, Mr Bell, because I do
want to get on to the European angle.
Mr Bell:We currently conduct around 200 of these
a year and the plan is to increase that substantially
in the years ahead. When we do them, we check the
crews’ licences, we check the condition of the aircraft
and we do what we can without actually flying it.
SuYce to say, it is, as you say, not the in-depth
inspection that we might wish, but, without
interfering with the schedules of the airlines for no
real purpose, it would be quite diYcult to do more.
I think I ought to say that our main source of
intelligence of the serviceability or otherwise of these
comes through our current reporting system. If the
maintenance organisations dealing with them or the
aircraft control people who are running the service
on the day pick up the problem, then we will target
that aircraft.

Q81 Mr Goodwill: Do you think it would be useful
in circumstances where you pick up serious question
marks about a particular airline to suggest that you
be invited to their home airport where you can
maybe have a more in-depth scrutiny of their
services and facilities, their records, their staV
training and the rest will follow where maybe you
finally put them on a blacklist?

Mr Bell: I think that is a very interesting point, but
I think that politically it would be very diYcult to do.
It would open us up of course to the reciprocal
inspection regime and we would be quite interested.
Sir RoyMcNulty: But I think it is a relevant point to
what Europe does eventually. As you probably
know, the United States has a programme whereby
it reviews the regulatory set-up and regime in all of
the countries which fly into the United States and
that is a big exercise. The United States does it, and
I believe eventually Europe will have to do it because
blacklists and spot-checks are only a part of the
solution. The main thing that needs to be done is to
satisfy yourself that the regulatory regimes in the
countries from which these aircraft come are sound
and in a condition as we would wish.

Q82 Chairman: I want to ask you about that because
to get that sort of sweeping power that the FAA
have, which is what you are talking about, which has
been expanded over the last five or six years, we
come back to this Single European Sky. You say you
strongly support it, but you also say that the
Commission often fails, or sometimes fails, to follow
best regulatory practice in developing legislation.
What do you mean by that?
Sir Roy McNulty: Might I ask John Arscott to
comment on that?
Mr Arscott: We have been involved with the
Department from the outset with the Single
European Sky and I think we envisaged when
Madam Palacio was in the Chair in Brussels a much
lighter regime than the one that is emerging now, but
we seek to mitigate the eVects of the European
legislation to as great an extent as possible—

Q83 Chairman: How?
Mr Arscott:—and, generally speaking, I think we
have been successful, although there are some
significant hotspots in terms of perhaps charging
and perhaps overly prescriptive regulation in some
parts of the Single European Sky legislation.

Q84 Chairman: Well, how well is the European
Commission managing all these constituent parts?
Mr Arscott: Well, the fact that they are able to get
rules through the majority of states in the Single Sky
Committee and there has been no dissension to date
I think they would consider to be a great success, but
our objectives in a European regulatory context are
subtly diVerent from a number of other states’.

Q85 Chairman: So do the Government not support
you or are they simply not very eVective in getting
what they want through?
Mr Arscott: The Government take the lead and we
in fact support them in this regard and I think, as I
say, that the Government in the lead and the team
that we have put together in Europe in the Single
European Sky has been eVective given the very
diVering views of the Member States of the
European Union.
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Q86 Chairman: Sowhen the Association of Licensed
Aircraft Engineers say your relationship is a
“master/servant” situation, that is not an accurate
description?
Mr Arscott: I am not familiar with that particular
topic, but it is not a situation that I would recognise
in the areas in which I have expertise.

Q87 Chairman: I see. They say, “It would appear to
us that apart fromAnnex 2 aircraft the task of safety
regulation falls upon the EASA . . . In our opinion it
is this change of direction from being a stand-alone
authority . . . to that of a competent national
authority under the control of EU
commissioners . . . that does need an inquiry as to
what the remit of the . . . CAA should be”.
Sir RoyMcNulty: Perhaps I might comment on that
because we mistook the earlier question as relating
to the Single European Sky. It is true that there is a
change in the regulatory structure in Europe, but the
CAA has not been a stand-alone regulator for a very
long time.

Q88 Chairman:Well, then let me ask you, is EASA
fit for purpose?
Sir Roy McNulty: That is a diVerent question and
my answer to that is so far not yet.

Q89 Chairman: So what is it? Is it its structure, is it
its management, is it its resources? What is wrong
with it?
Sir Roy McNulty: I think it is in varying degrees all
of those things. I think the setting up of EASA was
not well handled and it acquired significant
responsibilities in September 2003 at a time when it
only had a handful of staV and that is not a great way
to start up an important regulatory agency.

Q90 Chairman: So what happens if we finish up with
in eVect the lowest common denominator in safety
regulation?
Sir Roy McNulty: I do not think we are necessarily
headed towards the lowest common denominator
thing. EASA inherited a body of rules agreed
through the JAA system, which this Committee I am
sure is familiar with, which had been built up over
many years. It took over certification responsibilities
which the JAA had, and was intended to start a
standardisation programme, which is really a system
of audit and review of all of the regulatory set-ups in
the various Member States. To date, it has
proceededwith the certificationwork, but has had to
get the national aviation authorities to do most of
the work and, because of the staYng and resource
diYculties, it has struggled with that certification
work. The rule-making, as I—

Q91 Chairman:Has it slowed it down or is it working
at the same speed as it would have done when you
had total control?
Sir Roy McNulty: It has slowed things down
compared to the JAA system. There is no doubt that
EASA has brought into the certification and
approval system a range of additional bureaucratic
steps, added to its own resource diYculties which are

causing significant delays to manufacturers in this
country. They say that tasks which the CAA used to
complete in days, and nobody ever suggested we
were the fastest thing the world had ever seen, but
things that the CAA did in days are taking EASA
months at times to do and this is imposing significant
problems on industry.

Q92 Chairman: So what are the Government and
what are you doing in order to change that situation?
Sir Roy McNulty: We have been uncomfortable
about the way in which EASA was evolving for a bit
over a year now. We have been in dialogue with the
Department and I think the Department view, I
hope they will tell you, is much the same as our view,
that this thing is not evolving satisfactorily.We have
had dialogue with EASA on many occasions. They
have sought to improve some things, but others have
in turn got worse. We have had dialogue with the
Commission and the Commission initially were
resistant to the idea that anything was amiss. I think
they are coming—

Q93 Chairman: They really thought they were
perfect—is that it?
Sir Roy McNulty: They thought they were perfect
and that we were ‘whingeing poms’, which is the
phrase which comes to mind, but the Commission
would never say anything as rude as that. Basically
we have been trying to persuade both EASA and the
Commission that there is a problem, and what we
need from both of them is action to deal with the
diYculties. All of those diYculties have been
exacerbated in recent times because EASA has a
significant budget problem. The budget that they
produced at the end of last year for 2006 showed a
big income shortfall. They proposed that this be
solved by slowing down or completely stopping a lot
of the certification work due to be carried out this
year. The Management Board very sensibly said,
“Get lost! That’s a ridiculous idea”, and basically
they are proceeding at the moment with a budget
which runs out of money in three or four months’
time.

Q94 Chairman: But this is bizarre, is it not, really?
You are telling us that they have taken over
responsibilities which they cannot exercise, they
have not got the staV, they have not got the money
and, in order to be able to say that they are doing the
job, they are seriously suggesting slowing down the
work which has a direct impact upon companies in
this country and their only solution is to go
cheerfully on until they run out of money half way
through the year. Is that what is happening?
Sir Roy McNulty: That is a modest summary of
where we are.

Q95 Chairman: And what is the Government’s
attitude to this? They are taking the work away from
you or are they continuing to give you more work?
Sir Roy McNulty: We are still doing a lot of the
work, but essentially under sub-contract to EASA.
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Q96 Chairman: What does that do to your
charging regimes?
Sir Roy McNulty: It has not aVected our charging
regimes in a significant way because we charge the
full cost to EASA.

Q97 Chairman: So do the companies feel they are
being double-charged?
Sir Roy McNulty: They occasionally say it, but it is
not correct.

Q98 Chairman: But it must have some eVect on your
financial forecast, must it not, in the Corporate
Plan?
Sir RoyMcNulty: The Corporate Plan reflects, as of
last spring, our best guess as to the reduction in our
workload. As I said earlier, the plan that we are
currently finalising will show a somewhat
accentuated reduction in our workload, but we will
reduce our resources as our workload goes down.
That is not a problem.
Chairman: Now you have started the dogs of war
running!

Q99 Mr Leech: Can you foresee a situation where
you will be being asked to charge less for the work
you are currently doing?
Sir Roy McNulty: Asked by EASA to charge less?

Q100 Mr Leech: Yes.
Sir Roy McNulty: They have already asked us to
charge less and we have said we cannot.

Q101 Mr Leech: But can you foresee a situation
where you will be forced to do that?
Sir Roy McNulty: No.

Q102 Mr Goodwill:Would you say that the United
Kingdommade amistake in signing up to this EASA
system as opposed to our own system which you
have already said is second to none and twice as safe
as the United States’?
Sir Roy McNulty: No, but I think you must
remember, as I referred to earlier, that we have not
moved from a UK completely self-suYcient system
to EASA. The UK was already very much engaged
in Europe with the Joint Aviation Authorities which
was a sort of club, if you will, which on a voluntary
basis agreed the rules which are applied here, and the
JAA handled the certification activities on a co-
operative basis, so a lot of aviation certification and
rule-making has been done in Europe for 20 years or
more. We all thought, and I still believe, that the
JAA had had significant defects due to the voluntary
basis. It could not enforce the rules, so those
countries that did not like the rules just ignored them
and it was not a very eYcient way to proceed, and I
think the 1999 hearing that this Committee had into
aviation safety underlined that quite emphatically.
Therefore, EASA, which is a body which has the
legal powers to enforce, which has the ability to
standardise and audit what is going on in the
Member States, andwas intended to put together the
resources to handle the certification more eYciently,
ought to be a better solution. What nobody, I think,

imagined was how much diYculty they would have
in getting the show up and running, but none of the
problems that they have is insoluble with proper
management, proper governance, proper planning
and a proper way of running the operation.

Q103 Chairman: But that is exactly what they have
not got.
Sir Roy McNulty: That has, I think, been the
problem, but I do not regard it as an insoluble
problem. I think if the Commission—

Q104 Chairman: One can always pray for better
governance. It does not necessarily do a lot.
Sir Roy McNulty: Well, it has been done and
achieved in many organisations in the past and the
improvements follow quite quickly. This one
urgently needs attention in those areas.
Chairman: So if we have not got any other hope, we
have got God!

Q105 Mr Wilshire: I am going to amaze myself,
Chairman, by resisting the temptation to have a
swipe at the EU on this one, even though it is an easy
target because it is far too serious. What I am
hearing is that the system is slowing down, so certain
things are not being done, some things cannot be
done because there are not the resources and the
system is not well governed and managed. What I
want to hear from you is: can you assure me that this
change has no safety implications whatsoever formy
constituents living near Heathrow because what I
am hearing suggests that the safety is being
compromised by the problems you are listing and I
should be going back to my constituents and telling
them that they are at greater risk tonight than they
were before I heard what you had to say?
Sir Roy McNulty: We certainly are not aware of
anything that should give your constituents cause
for concern today, but we know and this
Committee has—

Q106 Mr Wilshire: How about tomorrow?
Sir Roy McNulty: Tomorrow is certainly okay, but
if EASA was allowed, and I am sure it will not be
allowed, to continue along the course it is currently
on, I think you could predict some way down the
road that safety problems will ensue somewhere. If
you have slowed down your rule-making, if you are
causing companies problems in getting modest,
technical changes processed, if you have not put in
place the standardisation and audit of all the
regulatory regimes within the European Union, you
are asking for trouble some day. I should add though
that we are monitoring the implications and eVects
of all of this in the UK quite carefully, and there is
within the EASA regulation the option for a
country, where it sees an immediate safety problem,
to take immediate action itself and sort it out later
with EASA. If we saw a case of them doing
something or something happening as a result, we
would take that emergency action.

Q107 Mr Wilshire: Would you tell this Committee
or tell Parliament that you had done so?
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Sir RoyMcNulty: If it is this Committee’s wish to be
told, we will tell you.

Q108 Mr Wilshire: It would certainly be this MP’s
wish. For the benefit of the record, can I be
absolutely clear that I have heardwhat I think I have
heard and that is that if something is not done about
this problem, the safety of my constituents at some
stage in the future is going to be compromised?
Sir Roy McNulty: That is what you heard.

Q109 Chairman: Can I just ask you whether it is
correct that, when EASA was set up, you scrapped
several thousand additional requirements for import
regulations?
Sir Roy McNulty: I can get you a note of the exact
number and 7,000 does not ring a bell, but thousands
is the case. The CAA had created a significant
amount of additional requirements, particularly for
imported aircraft. When EASA came into being,
technically all of those were wiped away, but we
went through them very carefully and we came up
with a list of, I think, between 50 and 100 which we
thought were absolutely essential, and EASA has
agreed to keep those, but all of the rest have gone
and we will get you the exact number.

Q110 Chairman: So what numbers are we talking
about? One witness said 4,000 UK regulations,
somebody else said 3,000 plus.
Sir Roy McNulty: Can I ask Mr Bell for the exact
numbers?

Q111 Chairman:MrBell, have you abandoned 3,000
regulations and, if so, why?
Mr Bell: I am glad to get the opportunity to answer
this question because, like a lot of questions, it is
certainly not simple. At the onset of EASA—

Q112 Chairman: Mr Bell, nothing in connection
with this Committee is simple!
Mr Bell: In 2002, we undertook a review of all
existing additional requirements for import and
additionally our directives which were extant at the
time. What we found was that a number of them,
when we did an in-depth analysis, had been replaced
by manufacturing change and were no longer
required. We also lumped a number together into
generic groups and then, when EASA arrived and
they were removed immediately by the regulation,
we replaced them using Article 10(1) of Regulation
1592 to ensure that maintenance of these
requirements in theUK continued until the dialogue
with EASA could take place. We did that—

Q113 Chairman: Wait a minute. You abandoned
how many—3,000, according to our witnesses? Is
that accurate?
Mr Bell: We brought this down to a number of
around 50 to 60.

Q114 Chairman: You looked at them because they
had been around for many years and you discovered
that many of them were not necessary anymore
because of changes in manufacture?

Mr Bell: Correct.

Q115 Chairman: But you did not let them go, you
just said, “We’ll put them down in a diVerent form”?
Mr Bell:We put them down in a diVerent form and
held on to them until we had a dialogue with EASA
in each case and EASA has accepted all of the
requirements that we felt were essential and some of
them, they decided on a legal basis, were outside
their jurisdiction, not being air-worthiness, and we
apply these by means of operational rules at the
moment. Some of these will be very familiar to you.

Q116 Chairman: So I think it is called, “Whatever
you do, you’re going to win”. It is an admirable idea.
Mr Bell: It is ensuring safety is maintained in the
transition and that was our keymessage throughout.

Q117 Chairman: Sir Roy, what about transparency?
How transparent are the changes? These are very
good publications with some very becoming
pictures, but supposing this Committee wanted a list
of those changes which have come about because of
the creation of EASA and the impact on existing
rules, where would we find that?
Sir Roy McNulty: You could find it by asking us.

Q118 Chairman: I am quite capable of doing that,
Sir Roy, but supposing I did not enjoy the helpful,
constructive and highly informative relationship
that I have with you, how would I find that?
Sir Roy McNulty: On the website.
Mr Bell: If you were a customer or a person who is
coming to us with an aircraft to register, you would
be able to gain that information directly from us.

Q119 Chairman: And it is quite clear from the
website exactly how you aremoving away from your
existing series of regulations?
Mr Bell: No, the website—

Q120 Chairman: No, I did not think it was.
Mr Bell:—gives the current existing standard and, if
you felt obliged, you would need to compare that to
the standard that was in existence pre-EASA and I
think we could make a very good case that we had
removed a significant number of regulations which
we had decided ourselves were obsolete before we
entered the final process.
Mr Wilshire: Could we ask for a paper on that
very subject?

Q121 Chairman: Well, what I was going to say to
you is that I think we need to know a little bit more
about transparency generally, dowe not, because we
have seen evidence saying that the Safety Regulation
Group is running down its Safety Research
Department because you think it is going to be part
of the European remit in the future? Is that true?
Sir Roy McNulty: I will ask Mr Bell first of all to
comment.

Q122 Chairman:Mr Bell, now you have started on
the slippery slope, is it true?
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Mr Bell: Yes.

Q123 Chairman:Why?
Mr Bell: Because the EASA Regulation does
provide for EASA itself to conduct appropriate
safety-based research in the future.

Q124 Chairman:And it also provides for all of these
other things which they are not doing and you have,
from your own experience, a clear indication that
they are not even capable of doing all the things that
they are supposed to be doing, so whywould you run
down your Research Department before there is
very clear evidence that an alternative exists?
Mr Bell: I think really the simplest way I can answer
that is to state that the Regulation which came into
force on 28 September 2003 took away from us the
power to eVect the certification requirements.

Q125 Chairman:Wait a minute, let me be clear. Say
that again—it took away from you?
Mr Bell: The authority, the legal requirement to
eVect the certification requirements.

Q126 Chairman:There is a diVerence between a legal
requirement and an authority, is there not? They
may not ask you to follow a persistent programme
of research, but presumably, from your own point of
view, you would at least like to know what is
happening in safety regulation when you know that
there is a problem with European institutions.
Mr Bell: Yes, but, if I may say, the issue is if
regulation research is taking place into an area of
responsibility of EASA, in our dialogue with our
charge-payers and our internal examination of
process, we decided we would need to refocus our
research project on areas where the CAA had
regulatory responsibility and, with that transfer of
regulatory responsibility to EASA, there was a very
uncomfortable decision, but onewhichwe took, that
future regulation on the areas of aircraft certification
is EASA’s responsibility.

Q127 Chairman: But it is not working, Mr Bell.
Mr Bell: It has not started yet is the fact and we are
very disappointed about that point.

Q128 Chairman: Yes, we are all disappointed, Mr
Bell, but there is a diVerence between being
disappointed and being safe. I am frequently
disappointed. Life disappoints me every day, but it
does not mean to say that I take decisions based on
that. I do my best to make sure that they based on
fact.
Mr Bell: This is where the Chairman and myself are
in full agreement about the uncomfortable situation
we are in today and why we were able to say that
safety is not being compromised today, but there is
an unfortunate interregnum which has occurred in
the European countries.
Chairman: I do not like interregnums, Mr Bell. They
make me very unhappy.

Q129 Mr Wilshire: Chairman, I heard the CAA say
they are not doing something because of
Regulations. For the record again, can we be clear,
do those Regulations say that you do not have to do
it or you must not do it?
Sir Roy McNulty: To the best of my recollection,
and I will check, the Regulation we referred to does
not forbid us from doing research, but I think it
undermines the point of doing the research if it is
research into a subject over which we have no
jurisdiction.

Q130 Mr Wilshire: So, in that case, you have chosen
not to do research into safety, knowing that the
people taking it over will not do it either? Is that
correct?
Sir Roy McNulty: No, I think in the expectation
that, perhaps rather slower thanwewouldwish, they
will get round to it.

Q131 Graham Stringer: I think what might help the
Committee is if you could tell us, knowing what you
know now about the performance, or lack of it, of
EASA,what youwould have done in the light of that
knowledge that you did not have?
Sir Roy McNulty:What we would have done?

Q132 Graham Stringer: Yes. Would you have kept
the research going on?
Sir Roy McNulty: I think we would probably have
been reducing the research anyway, and the CAA
overmany years has been reducing research, because
almost all technical advances and regulatory
advances in aviation have been done on a co-
operative basis and I do not think there is a very
strong argument for the UK having a complete and
independent research capability in things like this. If
we may, we will provide a note on the research
programme and, when you see that, I think you will
see that these are very long-term issues that we are
tending to look at in our research programme. They
are not near-term safety issues. They are things that
are being looked at with a view to rules that might
emanate five to 10 years hence.

Q133 Chairman: But there may be aviation
technologies that are emerging with new innovative
approaches, may there not?
Sir Roy McNulty: Some of them are, some of them
are to dowith operational issues.Wewill provide the
Committee with a note.

Q134 Chairman:Yes, we will need to have a note on
that, Sir Roy.
Sir Roy McNulty: I think we would have given the
wrong impression if we were saying we had stopped
it altogether. We are continuing—
Chairman:No, you have made it very clear that you
are running it down and we are also equally clear
that we do not think it is a brilliant idea, but we will
read what you have got to say.

Q135 Mr Scott: Can I just clarify that EASA have
not started doing this—is that correct?
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Sir RoyMcNulty:To the best ofmy knowledge, they
have not started any research yet.

Q136 Mr Scott: So you are running it down and you
have said that you envisage that EASA will not be
able to do this role adequately anyway?
Sir Roy McNulty: No, I have not said that. I think,
with proper planning, proper management and
proper resources, this is a job that EASA should be
capable of doing properly. As of today, they cannot,
but bear inmind the conversation thatwe had earlier
about charges, our consultation on charges and the
industry’s views of our charges. I think we would
have great diYculty if we proposed to UK industry
today that we keep on with a research programme
into activities over which we have no jurisdiction
today and keep on working as though nothing has
happened. That is exactlywhat people keep accusing
us of doing and actually it is not what we do. We are
trying to handle quite a diYcult transition in a
sensible way, recognising the charges that we levy on
the industry.

Q137 Mr Scott: But these savings which would be
made would obviously be helpful.
Sir Roy McNulty: Yes, it is money which the
industry would have to pay for, but we will provide
a note on the nature of the research activities, the
costs of the research activities—

Q138 Chairman: You are not altogether convincing
us, Sir Roy. I know that will come as a surprise!
Sir Roy McNulty: I rather sense that!

Q139 Mrs Ellman: What influence does the CAA
have on what EASA will do? At the beginning of
your statement earlier on, you said that you could
have influence on regulatory matters in Europe.
Now, what kind of influence will there be on EASA
from the CAA in regard to these aspects?
Sir RoyMcNulty: I want to be sure that I have heard
that—what influence will the CAA have on EASA?

Q140 Mrs Ellman: Yes.
Sir Roy McNulty: The CAA indirectly has no
influence other than we are obviously a player in the
European aviation regulatory system and we do
some work for EASA, but the primary influence on
EASA comes from two sources: one is the European
Commission itself; and the other is the EASA
Management Board. It is through the UK
representation on the Management Board that we
have the most opportunity to influence things, but,
as I have said in my recital of problems to do with
EASA, thatManagement Board and the governance
it provides is not yet up to standard.

Q141 Chairman:You are one vote in 23, Sir Roy? Is
that what you are telling us?
Sir Roy McNulty:We are one vote in 23.
Chairman: Thank you, as long as we can establish
that.

Q142 Mr Goodwill: How many of your opposite
numbers in these other EU Member States share
your reservations and would we have allies if we got
a degree of back-tracking before we got ourselves
into this parlous situation which you forecast?
Sir Roy McNulty: I think a year ago I would have
said almost nobody. Today I think there are perhaps
five to 10 countries that are getting to have a view
similar to ours. There are a lot of countries,
particularly the newAccession States, who are not in
the same area as we are in terms of regulatory
experience or anything like that. They do not have
aviation industries the size that we in the UK have
or France has or Germany has, but I think there is
an emerging coalition of views, an emerging
common view that there are some serious problems
and they need to be addressed, but as yet I would not
say the Commission are fully on board and they are
obviously very important in this.

Q143 Chairman: I want to allow you to escape, but
we have got so much we could continue to ask you.
Have you done any work on the health of cabin
crews and crews generally in relation to air quality?
Mr Bell: You are referring, Madam Chairman, to
the air quality issue that has been raised in a number
of forums?

Q144 Chairman: Yes. This Committee was actually
on one where air in the cabin became somewhat—
Mr Bell:We fully recognise that this issue is one of
considerable concern to quite a number of people.
What we are seeking is better evidence and we have
instituted or joined in on a research project which
has been conducted and we have anAviation Health
Working Group.

Q145 Chairman: Have you made that clear to
everybody because the pilots did not seem to know
it and did not seem to be too happy?
Mr Bell:Well, I think the problem we have got here
is that the UKCAA in this area has not got a specific
responsibility any longer for the design of the
aircraft and we have instituted requests to EASA to
take a look at this as well, as have the pilots’ group.

Q146 Chairman: Have you told anybody what you
are doing or is it a secret?
Mr Bell:No, it is not a secret, but I think it is fair to
say that those who have requested us to do
something are not satisfied with what we are doing.

Q147 Chairman: Yes, I do wonder why! What is
your approach to complaints on the grounds of
abuse of dominant position by an airport operator
outside the airports review process?
Dr Bush: Well, if there were such a complaint, we
would consider it under section 41 of the Airports
Act, but there are alternative opportunities for
people which would also be to go to the OFT which
has Competition Act powers in respect of airports.

Q148 Chairman: You let BAA get its £105 million
back on the new runway at Stansted, did you not?
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Dr Bush: Actually no decision has been made about
that at all. I know this is probably what you are
being told by certain airlines at Stansted, but it is not
the case. At the moment we are out to consultation
on the criteria we might use in the current airports
review to determine how much of that money they
will get.

Q149 Chairman: So it is not correct that you backed
oV as soon as you were threatened with legal action?
Dr Bush:We have not backed oV anything. We are
out to consultation and that is what it means; we
have had some responses in and we are now
considering them.

Q150 Chairman: Do you think the regulatory
reviews are too expensive and take too long?
Dr Bush: Well, it comes back to the point that we
made earlier, that the Competition Commission
element means that they are longer than they might
otherwise be and they are probably more expensive
than they might otherwise be.

Q151 Chairman: So is it true to say that you do not
understand the economic models underlying
modern, low-cost aviation?
Dr Bush: Well, I do not think it is true to say that.
Actually we have published only in December a
review of what we think the drivers of demand in the
UK are, whether it be price or whether it be income,

Supplementary memorandum submitted by the Civil Aviation Authority

RESPONSE TO WRITTEN QUESTIONS FROM THE COMMITTEE

Remit and Powers

1. In striving for eYciencies, what consideration have you given to the possibility of allowing some CAA
services to be provided by competent third parties on a competitive basis?

The CAA believes that, in order to maintain a coherent safety regulatory system that continues
to deliver the high safety standards that are enjoyed in the UK, it is important that core regulatory
activities are, in the main, carried out by the CAA. However, the CAA regularly reviews activities
which might usefully be outsourced to others. During the last seven to eight years the CAA has
outsourced many support activities: IT services, mail services, printing, catering, security, and travel
management. Such arrangements are not confined to support activities and the CAA authorises
appropriately qualified persons in industry to carry out a number of safety regulatory functions
including, for example, pilot flight testing. The CAA will continue to keep this under review in order
to provide the most eVective service to those we regulate.

The ATOL scheme provides several examples of how the CAA enables third parties to provide its
services. For example, the CAA has reached agreements with one travel trade association and a bank
under which they carry out administrative functions relating to ATOL, as well as providing financial
protection, for participating ATOL holders. This enables ATOL holders to choose to obtain their
ATOLs from the CAA either directly or via either of those bodies. About 200 ATOL holders hold
their licences via such third party arrangements, and the CAA is in discussions with other potential
providers of this service.

In providing refunds to the customers of collapsed ATOL holders, the CAA engages the services
of claims handling agencies which are equipped to manage high levels of demand, selecting them on
the basis of price and their ability to provide a good service to the public. In the last two years,
almost 80% of the public’s claims were handled by third parties, and there are presently three agencies
providing this service.

so we are actually engaged with the underlying
economics of the aviation industry. So I think that
accusation is unfounded.

Q152 Chairman: The Airlines’ Consultative
Committee at Stansted says that there is no
appropriate structure for dealing with airline
complaints regarding the abuse of dominant
position by airports.
Dr Bush:Well, that is simply untrue. They can either
complain to us or they can complain to the OFT,
which has the role in relation to the Competition
Act, and they have not.

Q153 Chairman: I think what really, Sir Roy, is very
clear is that we are going to have to send you a series
of other questions and I would be grateful for a
quick turnaround and to have the answers quite
quickly.
Sir Roy McNulty:We will do our very best, Madam
Chairman.

Q154 Chairman: Can I say to you all that you have
been very patient and very helpful. I do not know
that you have entirely reassured us. In fact, and you
will forgive me for saying this, I think you have put
the wind up several of us, but we are grateful to you
for coming and doubtless we shall meet again, as the
witches say inMacbeth. Thank you very much.
Sir Roy McNulty:We will look forward to that.
Chairman: I do not know many almost perfect men!
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2. It has been suggested that the CAA should be given a wider remit in terms of promoting all aspects of
aviation, including innovation, exports, and sports, and that you should report to the Department for Trade and
Industry as well as Transport. Would you welcome such an extension of your remit?

The CAA would not welcome such an extension of our remit, as we fear it could detract from the clarity
of the objectives currently given to us through legislation and through guidance from Ministers.

We note that the FAA used to have a mandate to promote the growth of the airline industry. That
mandate was repealed in the aftermath of the ValuJet crash in 1996, when questions were raised about
possible contradictions between the promotion mandate and the FAA’s safety obligations.

We recognise that the French DGAC has “support for the aircraft industry” as one of its objectives.
However, that needs to be seen in the context of the DGAC’s role in providing launch investment and R&D
funding for the French aviation industry. The CAA does not have such functions.

PerformanceManagement

3. How do you use targets to drive performance on service level and eYciency?

Challenging objectives and targets are set for each Executive Member of the CAA Board and these are
cascaded down throughout the organisation. Each Group Director will add other objectives and targets
specific to their respective groups. Targets and performance objectives are developed annually for staV at
all levels as part of the employee performance appraisal process. All employees, including the Executive
Members have formal six monthly meetings with their line managers to assess progress against objectives.
Corrective action or objective updates are then generated, and the remuneration of ExecutiveMembers and
employees will be aVected by achievement or otherwise of their respective targets and objectives.

4. Why do you not have any performance indicators or targets relating to your environmental objective?

Following the Civil Aviation Authority (Air Navigation) Directions 2001, the CAA is required to take
into account various factors relating to the environmental impact of aviation. The guidance to the CAA on
Environmental Objectives relating to the exercise of its Air Navigation Functions (January 2002) provides
amplification and clarification of those Directions. In most respects, the Department for Transport is
responsible for the environmental regulation of aviation. The CAA has limited ability to require aviation
stakeholders to provide environmental data and we have been given no statutory or other obligation to
report on the environmental performance of aviation.

5. Do you publish all of the service level performance data you record? Do you have any plans to increase the
publication of performance data as a means of increasing transparency and demonstrating the quality of
your service?

We do not currently publish all the performance data gathered. However, it is our intention to put on the
CAA web site all relevant indicators in early 2006.

In addition, SRG has a Standing Committee called the Safety Regulation Finance Advisory Committee
(SRFAC). This joint Industry/CAACommittee meets on average five times a year and is used as the vehicle
to consult on SRG’s charges, budget plans, actual performance against budget, and to discuss the wide range
of performance indicators that SRG produces. The SRFAC also provides a forum within which industry is
consulted on SRG eYciency and proposed business initiatives.

6. Your corporate plan makes reference to a number of papers due for delivery to the Board during the course
of 2005 and 2006 in relation to improving eYciency and cost eVectiveness.What real benefits have been achieved
so far and how are you measuring and validating these?

The Corporate Plan identifies a number of improvement projects that the CAA initiated during 2005–06.
Examples of such projects are set out below:

— Review of SRG’s Operating Standards Division: The structure and organisation of the Division
was reviewed, which will result in an annual reduction in staV costs of £376,000 being realised from
April 2006.

— Review of location of SRG’s Regional OYces: The review of the requirement for, and the location
of SRG’s 10 regional oYces has resulted in three being merged into one site and one oYce being
relocated to SRG’s main site at Gatwick. This has resulted in reduced accommodation and
employment costs providing an annual saving of £157,000.

— SRG’s Medical Department: Other organisational rationalisations have been achieved, including
the restructuring of the management of the Medical Department, which has reduced annual costs
by £133,000.
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— CAAHouse, London: The CAA has rationalised its occupancy of its London property, which has
enabled an additional floor of CAA House to be sub-let at commercial rents, providing an
additional income of £265,000.

— Insurance arrangements and VAT: The CAA initiated a review of its insurance arrangements
during 2005 and was able to renegotiate its policies, and it is forecast that the premiums will be
reduced by £240,000. It is expected that this saving will be maintained over future years. Also
during this period, the CAA has renegotiated its VAT recovery methods with HM Customs and
Excise and it is forecast that the CAA’s VAT charge will be reduced by £700,000. It is expected
that this saving will be continued for future years.

The initiatives outlined above have reduced the CAA’s annual costs by £1.87 million. This is part of a
continuous process; for example during 2002–03 the CAA initiated a review of its publications methods,
which resulted in the CAAmaking all of its publications available on the internet. This has saved an average
of £650,000 per annum.

Projected cost savings are incorporated in the annual budget setting process, which is overseen by the
Board. Any variances from the savings planned would show up in the reporting of budget against actual
expenditure, which is reported to the Board monthly.

7. What progress have you made in developing a CAA programme of eYciency improvements and identifying
quantifiable benefits?

Each update of the CAA’s Corporate Plan incorporates a programme of eYciency improvements aimed
at delivering the overall eYciency improvement target set by the Board.

The CAA is currently developing its business plans for 2006–07, which will be used as the basis for the
next Corporate Plan. A number of eYciency improvements have been identified, but have yet to be endorsed
by the CAA Board. Examples of such improvements, which are currently being planned for 2006–07, are
set out below:

— SRG’s Operating Standards Division rationalisation of regional oYces initiated in 2005 will
continue with the objective of merging other regional oYces in 2008.

— The merger of SRG’s Airworthiness Maintenance Standards Department with its Design and
Production Standards Division will be implemented early in 2006–07 and future eYciency
improvements will be identified as a result of the merger.

— The Consumer Protection Group will be developing the skills of its staV to enable them tomanage
a greater variety of further tasks and to be able undertake risk assessments on licence holders.

The improvements identified in the business plans of the regulatory groups and the corporate centre will
be consolidated into the CAA-wide 2006–07 Continuous Improvement Programme. This will include
recommendations of the Hampton Review and the Better Regulation Task Force’s “Less is More” report.
The programme will also include quantifiable targets for each of the improvement initiatives. The progress
of the activities will be monitored against the plan and reports will be provided to the CAA Board.

8. Was Phase 1 of the Electronic RecordsManagement programme successfully completed in September 2005
as planned? How is Phase 2 progressing and when do you expect this to be complete?

Phase 1 of the Electronic Records Management (ERM) Programme is scheduled to be completed at the
end of January 2006, four months later than originally stated. The ERM software products which were
available initially, failed to meet the acceptance criteria of the CAA following product assessments prior to
the start of Phase 1. This situation was largely caused by changes to the requirements of The National
Archive (TNA) for those products to gain TNA accreditation, which resulted in some products losing their
accreditation (12 products reduced to four). TNA accreditation was one of the CAA’s key criteria for
acceptance to enable compliance with the Government’s ERM2004 directive. A further assessment of
products was therefore undertaken, which delayed the start of the ERM Programme by three months.

Other factors associated with the definition of the requirements and prototyping of the software
contributed to the delay, but we have contained these instances within the planned contingency for the
Programme.

The ERM Programme was re-planned to take account of the above situations, with Phase 1 given a
revised completion of the end of January 2006. Phase 1 is on target to meet this milestone.

Phase 2 of the ERM Programme (Proof of Concept) can only follow once the ERM System has been
designed and built, and therefore is delayed as a consequence of the delay in Phase 1. Where possible, Phase
2 activities have been brought forward, including some pre-planning work. Phase 2 is still forecast to be
completed within budget and duration, but will now complete in July 2006 (originally April 2006).
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9. Is the wider Electronic Document and Records Management System still on course for completion by
December 2007 and are costs still in line with those initially planned?

The whole ERM Programme remains within the budget and overall timescales. Therefore, despite the
early stages of the Programme taking four months longer than initially stated, the CAA expects to complete
the whole programme by no later than December 2007 as originally planned.

10. Why were 27 of your 59 key actions for 2004–05 not met in full and on time? Was it due to poor planning
or poor delivery? And is the fact that performance was particularly poor against those actions described as being
CAA-wide indicative of problems of coordination?

The CAA intends that the key actions set out in its Corporate Plan are both challenging and focused on
the strategic direction required by the CAA, DfT and Industry. However, as with any business, the CAA
recognises that there will always be occasions, because the Plan has been drawn up about six months before
the start of the year, when events require activity to be re-prioritised to deal with issues that arise
subsequently, and necessarily take priority over those originally put in the Corporate Plan.

In its 2005–06 Corporate Plan, the CAA reported that “out of 59 key actions for 2004–05, 32 had been
met in full and on time, and 11 were completed though not on time and 15 that were delayed mainly due to
a lack of resources or changes in priorities, and one action was not completed as it was no longer required.”
The reported delays were not due to poor planning, poor delivery or poor coordination.

The CAA monitors closely delivery against the key actions identified in the Corporate Plan as the year
progresses and regular reports are put to the Board. The criteria for deeming an action to be late were
stringently applied, with four of the 11 actions “not completed on time” being only delayed by at most four
weeks. This marginal delay did not cause any significant problems to the operation of the CAA or its ability
to achieve its objectives.

During 2004–05, the CAA had to react to many EASA related issues which could not have been foreseen
and resulted in four projects being postponed because specialist resources were diverted to support EASA
crisis activities. As a regulator, the CAA is also subject to the decisions and processes of external agencies
such as Eurocontrol, which are outside of its control. Nine of the delays encountered were due to such
external causes.

The Plan included four projects delayed due to requests from industry to increase timescales in order to
ensure that all of their issues were adequately addressed. One example was the SRG Costs and Charges
Review. The project had been scheduled to last eight months, but due to industry’s request for more time
to attempt to achieve a consensus on the CAA’s charging proposals, the project was extended for a further
three months.

Two of the delayed actions reported in the Corporate Plan were associated with the EDRMSprogramme.
The reason for these delays has been included in our answer to question 8 above.

11. What actions have you taken to ensure that you achieve greater success with the key actions detailed for
2005–06?

The CAA continues to monitor progress against all its planned actions and ensure that these actions
remain challenging. However, the CAA will continue to give priority to any business critical issues as and
when these arise, particularly if they have a safety context, and will manage its resources accordingly.

12. Do you apply cost-benefit analysis in the setting of safety standards?

Cost-benefit analyses are carried out routinely as part of the Regulatory Impact Assessment (RIA)
process. If a new safety standard is to bemandated, the Cabinet OYce guidelines require the CAA to consult
using the RIA mechanism, which includes the determination of the cost of a proposal and the impact it
would have on industry, and in particular on small businesses. At the completion of the consultative phases
of the process, a Final RIA is drafted and accompanies the proposed legislation for approval by the
appropriate Minister of State. The Ministerial “sign-oV” of the RIA includes the following statement:
“I have read the Regulatory Impact Assessment and am satisfied that the benefits justify the costs”.

Economic Regulation

13. In 2003, our predecessor Committee criticized the CAA for failing to ensure the development and
investment in runways and airport facilities. In your own view, have you improved in this area?

The Committee’s criticisms of the CAA in its 2003 report related, we understand, to the statutory
objective in the 1986 Airports Act to encourage investment in new facilities at airports in time to satisfy
anticipated demands by users of such airports. This duty applies only to the CAA’s role as the economic
regulator of airports and, in particular, its function of setting price caps on charges to airlines every five years
at the three designated BAA airports in London—Heathrow, Gatwick and Stansted—and Manchester
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Airport. For the BAA London airports, the CAA set price caps in 2003 which have enabled BAA to
undertake investment at those airports expected to total around £5 billion [in 2004–05 prices] over the period
of the current price caps (2003–04 to 2007–08). The vast bulk of this investment is at Heathrow with the
construction of Terminal 5, following the grant of the necessary planning permissions, which is due to be
completed by the end of this period. The CAA included a mechanism in the price caps at Heathrow to
provide an incentive to BAA to complete the various stages of the Terminal 5 project on time.

The scale of airport investment currently being undertaken and the speed with which it followed the
Government’s decision that Terminal 5 should go ahead after amuch delayed planning process suggests that
problems have lain somewhere other than in the exercise of the CAA’s regulatory responsibilities for
airports.

A similar conclusion might be drawn from the advice the CAA gave the Government on the UK’s future
airport needs in 1990. That detailed study led to the CAA advising the then Government that a new runway
to cater for demand arising in the South East would be needed in the first few years of this century. TheCAA
considered a number of options for locating this additional runway development, including Heathrow,
Gatwick and Stansted as well as at other sites in the South East, mainly from an air traYc control
perspective. The Government subsequently set up a working group, on which the CAA was represented
which identified in a report published in July 1993 those airports that, from a wider perspective, had scope
to provide additional runway capacity to serve the South East. TheGovernment did not pursue the working
group’s main recommendations.

The CAA has recently (December 2005) published a consultation paper setting out the issues for the next
review of the price caps at the BAA London airports for the five years starting in April 2008. The paper
identifies the need for investment in new airport infrastructure, including runways, to cater for future
demand from airlines and passengers as a major issue for the review and discusses possible ways to
incentivise BAA to bring forward the right investment at the right time.

14. How are you planning to encourage development at airports over the next decade?

In its December 2005 consultation on BAA’s airport charges from 1 April 2008, the CAA explicitly
recognised the need for investment in airport infrastructure, and made a number of proposals consistent
with its duty to encourage investment in time to satisfy anticipated demand. In addition to adopting an
evolutionary approach to the review, designed to avoid unnecessary change to regulatory policy and to
create a stable climate for investment, the CAA has focused on the need to ensure that the legal requirement
to set price caps every five years does not impede investment. The CAA has therefore proposed a number
of modifications to ensure greater flexibility in revenue recovery over time:

— where a major investment is contemplated, or where the future rate of growth in demand is
uncertain, allowing BAAgreater flexibility in its pricing. This would enable the strength of demand
for new capacity to be assessed (better informing the decision on the timing of the investment), and
allow prices to follow a path to a level covering the costs of investment. If such an approach led
to prices in 2008 to 2013 that were higher than merited by airport costs, there would need to be
compensating adjustments in future price control periods; and

— where demand is uncertain, revising the regulatory framework from 1 April 2008 so that under-
recovery of revenues against allowed revenue (eg as a result of weaker demand than forecast) in a
given five year period could be rolled forward and recovered in future periods, and linking allowed
returns on investment to actual (rather than forecast) capital investment.

The CAA is currently consulting on this position in respect of BAA’s airports until 20March 2006. It will
firm up its position once it has considered responses to that consultation. (The CAA expects to undertake
an equivalent consultation on the issues around Manchester airport in November 2006.)

15. What has been the eVect on airport investment of the Competition Commission’s rejection of the “single
till” model?

The Competition Commission actually rejected the “dual till”2 model, and recommended the
continuation of the “single till” model. In principle, it is impossible to establish the eVect of this decision,
as the degree of investment that would have occurred had a “dual till” approach been adopted can never be
known. However, in practice, investment has been very strong under a “single till”3 approach. This is
illustrated in the chart below, which shows investment across BAA’s three London airports at
unprecedented levels over the period 2003–04 and 2004–05, the first two years of the current price control
period.

2 Under which airport charges would be calculated with reference to the costs and revenues associated with providing
aeronautical activities alone, removing the scope for commercial revenues to reduce airport charges below the costs associated
with the provision of these activities.

3 Under which the revenues from all aeronautical and commercial activities, undertaken by the airport company, are set against
operating costs and capital charges for the purposes of calculating the revenue required to be raised through regulated
airport charges.
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Actual and forecast investment at BAA's designated airports, excluding the 
second runway at Stansted and Heathrow East.
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16. Does the CAA still favour the “dual till” model?

At the last review, the Competition Commission concluded, and the CAA agreed, that having considered
the relative merits of alternative regulatory approaches, airport charges for the current five year control
period should be set on the basis of a “single till”. In the light of its evolutionary approach to the current
airports review, the extensive discussion and analysis of this issue at the last review and resulting conclusions,
the CAA does not intend to re-open the debate over the introduction of a “dual till” for this review. It is
therefore proposing that price caps for airport charges in the next five year control period should continue
to be set on the basis of a “single till”.

The CAA is currently consulting on this, and will therefore not firm up its position until it has considered
responses to that consultation.

17. Why are you proposing to continue to treat the three BAA airports as single entities rather than one
overall entity?

In its February 2003 decision on the price controls for BAA’s designated airports,4 the CAA decided to
apply price caps on a stand-alone5 basis on the grounds that it would:

— provide for a level playing field between Stansted and non-BAA airports in the South East;

— remove a potential distortion whereby Stansted investments may be undertaken even though
Stansted users do not value them suYciently to pay for the life cycle costs at that stage; and

— improve the transparency of regulation for each airport.

However, the CAA is not at this stage aware of any additional arguments or evidence that was not
considered as part of its February 2003 decision that would suggest that the stand-alone approach to price
regulation should be reconsidered. Further, the CAA considers that the requirements of UK and European
competition law are more likely to be met through a policy of stand-alone regulation.

The CAA is currently consulting on this position, and will therefore not firm up its position until it has
considered responses to that consultation.

18. How much weight do you attach to the CAA Passenger Survey in the process of determining airport
price caps?

The CAA Passenger Survey provides comprehensive and detailed information about the flow of
passengers through the designated airports. It is a vital planning tool for airports, airlines and aviation
related stakeholders who meet some 50% of the costs in return for access to the data. Its main use in the

4 Economic regulation of BAA London Airports (Heathrow, Gatwick, Stansted), 2003–08, CAA Decision, February 2003.
5 A stand-alone approach sets price caps by reference to the costs, assets and market conditions of each airport individually,
but does not imply treating each airport as a separate company in its own right.
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regulatory price cap reviews is in assisting with analysis of the market circumstances of each airport as it
provides comprehensive information of airport catchment areas. However, the existence of the Survey
provides the CAA with the opportunity to seek specific information from passengers and was recently used
in this way for the CAA’s December 2005 report on the demand for outbound leisure air travel and its key
drivers. The CAA will be considering what further use it might make of the scope the Survey gives it for
accessing passengers’ views in the current airports price review.

19. To what extent is the Air Transport Users Council (AUC) involved in the creation of regulatory policy in
areas other than specifically consumer protection, and do you have other mechanisms for involving consumers
in the regulatory processes?

The AUC’s principal focus is onmatters that directly aVect the interface between airlines/airports and air
passengers. In general, these cover aspects that fall outside the CAA’s regulatory remit but this does not
constrain the AUC from expressing an independent view on any issue that it judges to have a significant and
direct operational impact on customers of air services or where its experience in the field of customer/
operator relations enables it to make a distinctive contribution on matters subject to regulation, or in
response to formal consultations. Consequently, in the area of economic regulation the CAA specifically
seeks the views of theAUConmatters that are likely to aVect the interests of consumers—such as the pricing
and quality of services and facilities provided by airports, route licensing policy, and competition and
transparency issues regarding air fares.

The AUC is free to comment on any issues where, according to its own judgment, it wishes to promote
the interests of air passengers. It responds to consultations from theCAA, theGovernment, or the European
Commission; it participates in oYcial working groups or committees where it feels it is able to add value,
and it promotes a consumer view proactively (for example, seeking meetings with oYcials or ministers) as
it considers appropriate.

The level of detail of the AUC’s consultation responses, or the scope of its involvement in committee or
proactive work, varies according to a number of factors. The main ones are its perception of the degree of
consumer interest or possible consumer detriment and its potential ability to influence an outcome. But an
important secondary consideration is the degree to which it believes its contribution will add value to the
contributions of other interested parties.

20. It has been alleged that the Air Transport Users Council (AUC) is not adequately resourced. Can you
explain how this body is resourced, and how the level of resourcing is determined?

TheAUC receives its funding from the CAA, as anAuxiliary Groupwithin the CAA corporate structure.
The level of funding is determined via the CAA’s normal business planning process.

Regulation EC 261/2004 on compensation and assistance for air passengers in the event of delays,
cancellations or overbooking came into force on 17 February 2005, resulting in a significant increase in
complaints and enquiries to the AUC. The AUC and CAA had expected the Regulation to generate
additional complaints and enquiries, but it was impossible to predict the level of increase.

In the event, the AUC was not able to keep up with the increase in demand for its services arising from
Regulation EC 261/2004, with the result that there have indeed been allegations that it is not adequately
resourced. It has, however, taken on additional staV, and, as the training of the new staV progresses, is
catching up with the backlog. The AUC and CAA have together monitored the impact of the Regulation
and both believe that the AUC is currently resourced at an appropriate level.

General Aviation

21. In your submission to this inquiry which amounts to some 114 paragraphs, you mention General Aviation
just twice. Does this reflect how important you think this sector is?

The fact that we mentioned General Aviation (GA) just twice in our submission does not reflect our view
of the importance of General Aviation. Instead, we consider that the extent to which GA was mentioned
reflects more the questions which were posed for this inquiry. Those questions stemmed from the statutory
framework within which the CAA operates, and from the guidance given to the CAA by Government.
Neither the statutory framework nor the guidance from Government make much, if any, explicit mention
of GA and, as a result, our submission did not make much explicit mention of GA either.

None of this detracts from the CAA’s view that GA is an important sector of UK aviation. TheGA sector
and its interests are given attention continuously in the Airspace Policy and Safety Regulation activities of
the CAA, and currently there are several major joint initiatives underway with GA:

— Light Aviation Airports Study Group—This review, undertaken by the CAA and Industry, is
considering the use of non-licensed aerodromes for flying training and some small public transport
operations.
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— General Aviation Regulatory Review—This Industry/CAA review is considering the future shape
and extent of UKGeneral Aviation regulation once EASA takes responsibility for Operations and
Licensing issues.

— General Aviation Strategic Review—This CAA/Industry review is considering the wider benefits
of General Aviation to the UK. Included in the review will be the economic benefits of General
Aviation to the UK economy and technical and sectoral trends.

— Small Air Operator’s Certificate (AOC) Holders—Many small General Aviation companies also
have an AOC and oscillate between AOC operations, aerial work and private flying. The CAA/
Industry ReviewGroup is looking to reduce the regulatory burden and oversight without aVecting
safety levels; this involves the increased use of Industry bodies to take on a more active interface
between the CAA and companies so as to reduce CAA involvement and hence costs.

The CAA would not be engaging in such reviews if we thought that GA was not important. Please also
see answers to questions 22, 23, 26 and 27.

22. The CAA is currently running two reviews of the General Aviation sector—could you explain what you are
reviewing, and what areas of policy will be influenced by the outcomes?

The Review Teams will be looking at the following:

— a description and definition of general aviation in the UK;

— the existing UK policy context for general aviation;

— GA sectoral trends in the UK during the past 10 years;

— UK versus international trends;

— other regulatory models used within Europe and elsewhere;

— the accident rate for UK general aviation over the past 10 years compared with selected other
European National Aviation Authorities and the Federal Aviation Administration. (The Review
Teams will consider appropriate safety targets for general aviation.);

— benefits (quantified so far as possible) to UK or European aviation industries from general
aviation;

— implications of general aviation activities for other users, and for the community generally
(including, so far as practicable, environmental impacts);

— major current developments which are likely to aVect UK general aviation: airspace,
infrastructure, technology, regulatory, costs, etc;

— issues concerning access to airports;

— future trends aVecting GA;

— methods and eVectiveness of consultation and dialogue between GA interests and CAA/
Government;

— key strategic issues for UK general aviation;

— possible legal and Regulatory changes;

— costs of administration;

— costs to industry;

— advantages and disadvantages of each proposal; and

— cost eVectiveness and risk analysis.

Given the very broad scope of these two reviews and the wide range of activities and issues being
examined, and the fact that the CAA is taking part in the reviews with a completely open mind, the CAA
does not wish to pre-judge the areas of regulatory or other policy that will be influenced by the outcomes
of the reviews.

It should be noted that all the information concerning the two reviews, ToR’s etc, have been published
on the CAA web site.
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23. Was there a link between the protests from the General Aviation sector against the proposed new safety
regulation charges and the announcement of two reviews of General Aviation (the Strategic Review and the
Regulatory Review)?

The announcement of the two reviews did not stem from the protests of General Aviation (nor, as has
been suggested by some, from the CAA anticipating the Transport Select Committee inquiry, which was
announced some five months later).

The strategic review arose from a number of discussions in the CAA Board about the Joint Review Team
(JRT) project and its proposals, and from the Board’s recognition of a need for the CAA and other parties
to have a better understanding of the key strategic issues facing the UK General Aviation sector. We are
not aware of any comparable wide-ranging review over the last 10–15 years, and there are currently many
developments in progress and planned which have important implications for that sector eg:

— the Single European Sky initiative;

— the European Aviation Safety Agency;

— changes in airspace classification;

— changes in technology eg Mode S;

— continued rapid growth in commercial air transport; and

— possible introduction of unmanned air vehicles.

Against the above background, CAA and DfT had felt for some time that a strategic review of the GA
sector could be useful, but we were concerned that the industry might not welcome it. However, CAA
discussions with DfT Ministers showed that there was now an appetite in the industry for a review of this
nature.

The Regulatory review of Large AOC holders was a Business Plan initiative before the start of the Costs
and Charges review. The Small Aerodromes working group and the Small AOC working group review
stemmed from the JRT analysis, which highlighted the full cost of the regulatory activities being undertaken
once cross-subsidy was removed. Both of the latter two work streams were established before any
consultation on SRG’s revised charges took place.

24. Should the CAA not have a non-executive Board member from the General Aviation sector in order to
ensure proper balance and representation?

No. Non-executive Members of the CAA Board are appointed by the Secretary of State on merit under
the rules of the OYce for Public Appointments. They are not appointed in a representative capacity. If
Members were to be appointed on a representative basis, all the principal classes of organisation regulated
by the CAA would be entitled to representation on grounds of fairness. This would make for a very large
Board, which would be at risk of its agenda being distorted by the special interests of those representatives.

That said, we are interested in having someone with experience of general aviation on the CAA Board,
and the advertisement last year for a new Non-Executive Director stated that experience of the GA sector
was one of the areas which would be an advantage to applicants, amongst other attributes. In the event, the
person appointed to fill that vacancy does not have a general aviation background.

25. Is it not true to say that your proposed charging scheme for safety regulation is unfair on General Aviation
as compared to the airlines who do not pay VAT or fuel taxes under ICAO protocols?6

No, this is not a true statement. Please see answers to questions 26 and 27.

26. What modifications were made by the Board to the proposals put forward by the Joint Review Team on
Costs and Charges for the Safety Regulation Group?

The JRT Report for the Board was completed in April 2005.

Changes to the JRT Recommendations by the CAA Board at its meeting held on 4 May 2005 were as
follows:

(a) The proposed implementation date was deferred from 1 October 2005 to 1 January 2006 so as to
enable a full 12-week consultation period to provide industry with an appropriate amount of time
to coordinate a response to the consultation. The normal charges consultation period adopted by
the CAA is five weeks.

(b) The proposals would be restricted to initial changes over a 15-month period concluding on
31 March 2007. This 15-month period will also permit greater clarity to be obtained around the
impact of work transferring fromSRG toEASAandhowEASAwill workwith SRG. The original
proposals were to be implemented in full over a five year period.

6 CAA 31 British Gliding Association, para 1.
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(c) To lessen the impact on the GA community:

— to limit the increase onAOCholder charges to 25%of the combined annual and variableAOC
charges levied for the year ended 31 March one year prior to the charging year. The JRT’s
recommendation was for a limit of 40% applicable.

— to limit the increases proposed within the General Aviation and the Aerial Application
Certificates Schemes of Charges to 8.4%. The average price increases as per the JRT Report
were 11.1%.

These limitations were expressly acknowledging that while charges had to increase to reduce cross-
subsidisation, caution should be exercised because of the impact on the GA community. However, given the
gap between the cost of providing the regulatory activity and the income being generated by the current
charges, the Board considered that taking a limited step forwardwould not compromise theGAcommunity.

Following receipt of industry comments resulting from the charges consultation process that closed on
5 September 2005 and the Adjournment Debate held in the House of Commons on 11 October 2005, the
CAA Board made three further amendments to assist the GA community as follows:

(a) Charges for Permits to Fly within the Airworthiness Scheme would increase by 10% (previously
23.1%).

(b) Charges for the General Aviation Scheme would increase by 3% (previously 8.4%) with the
exception of parachuting whose charges would remain at the previous years’ level.

(c) Aerial Application Certificates Scheme charges would increase by 3% (previously 8.4%).

27. What assessment did you make of the regulatory impact on diVerent parts of the aviation industry from
your proposed reform of safety charges?

As part of the development of the Charging proposals, the CAA was always cognisant of the impact the
proposals would have on the aviation industry. Consequently, it undertook impact analyses for the
proposed charges covering the operators and organisations of the following regulatory areas all of which
have elements of GA included as they cover large as well as very small operators:

— Air Operator Certification.

— Aerodrome Licensing.

— Maintenance organisations approvals.

The analyses were compiled with an emphasis on identifying the impact on the smaller organisations. The
analyses compared the current and proposed regulatory charges as a percentage of the organisations total
operating costs.

The analyses concluded that on average for those AOC holders that operated aircraft below 15 tonnes
the current charges represented 0.28% of their total operating costs and that this would increase to 0.35%
when the AOC proposals were implemented. The range of operators within this group is extensive and
turnover figures range from £130 million (Helicopter operators) to the smaller AOC holder whose turnover
does not exceed £1 million.

These percentages were also broadly consistent for those AOC holders that operated aircraft above 15
tonnes.

The analyses concluded that on average for the eight smallest aerodromes with turnover below £2 million
the current charges represented between 0.08% to 0.20 % of the organisations turnover. This would increase
between 0.25% to 1.46% if the charging proposals were implemented.

The analyses concluded that on average for a Part 145 maintenance approval with turnover below
£1.6 million, the current charges represented between 0.35% of the organisations turnover. This would
increase to 0.45% if the Charging proposals were implemented.

The conclusion from each of these analyses is the same in that the proposed charge increases represent a
very small proportion of the turnover of the companies sampled. If the charge proposals did cause
organisations to question their viability, then that would be for a reason or reasons other thanCAA charges.

All members of the JRT were given full disclosure of the work carried out on the small operators. The
results of which developed the transitional arrangements and determined the period of implementation.

The CAA’s policy is to undertake RIAs wherever appropriate. In this case, the CAA did not undertake
a formal RIA because:

— there is no proposed change in regulatory policy; the change is in cost recovery methodology;

— the process of change had been initiated over a number of years via the Safety Regulation Finance
Advisory Committee (SRFAC).With significant amendments beingmade to the Charges Schemes
over many years, although more so in the last two years;

— the proposals were principally as a consequence of JRT. The work of the JRT ran for a 15 month
period and the JRT was comprised of representatives that covered all sectors of the aviation
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industry. In addition, the CAA approached the JRT process in an open and transparent manner
and during the 15 month period the CAA finances and eYciencies were subject to close scrutiny
by all sectors of the aviation industry;

— based upon thework undertaken in SRFACandmore recently in the JRT, theCAAfirmly believes
that it has complied with the principle that supports the RIA process, namely that of evidence-
based policy making; and

— the Better Regulation Task Force’s publication on Independent Regulators (2003) mentions that
“in line with the principle of ‘comply or explain’, independent regulators should explain why
particular aspects of the RIA process do not apply to them.” The publication recommends to the
independent regulators the Cabinet OYce guide to better policy making as a useful starting point.
In establishing the Cost & Charges Joint Review Team, and by providing a 12 week consultation
period for industry comment the CAA believes that it has explained the changes to the cost
recovery process in suYcient detail so as not to require the compilation of an RIA.

For the past seven years SRG has fully conformed with Cabinet OYce Guidelines for best practice in this
area and Regulatory Impact Assessments are routinely carried out for all new regulations.

28. What role do you think self regulation should play in the regulation of General Aviation?

Various regulatorymodels are used by theCAA in its oversight ofGeneralAviation (GA) activities. These
range from self-regulation, through “devolved” regulation to “full” regulation depending upon the activity
and the risks involved; the activities are therefore regulated proportionately. However, devolving regulation
does not absolve the CAA of its legal responsibilities and an appropriate level of oversight of such activities
must be maintained.

Self-regulation plays a significant part in GA activities. For example, foot-launched aircraft and
conventional gliders are self-regulated activities but EASA’s remit now encompasses certain airworthiness
aspects of glider operations which, hitherto, had been unregulated by the CAA. ACAA led/Industry Group
is currently considering what future regulation should comprise for this sector of the aviation industry. It
is, however, complex as GA encompasses everything from foot-launched hang gliders through unmanned
aerial vehicles to Boeing business jets. Therefore, “one size will definitely not fit all” and proportionality to
risk is dominant in the CAA’s thinking on this issue.

The Group is considering what future regulatory models will be required or available once EASA takes
over responsibility for Operations and Licensing for some elements of GA. The Group is due to report to
the CAA Board in June 2006. Undoubtedly, self-regulation will continue to play a significant role in the
non-EASA (ie so called Annex 2 aircraft) sector of UK GA. In addition, again for non-EASA aircraft, the
CAA would wish, subject to Industry competence being available, greater devolution to take place.

Airspace Policy and Sustainability

29. Would you agree with the Campaign to Protect Rural England that the CAA should be given a new
statutory duty to promote environmentally sustainable development?

The CAA is already required by the 2001 Air Navigation Directions and the Environmental Guidance to
have regard for the Government’s policies on sustainable development and to take into account the need to
reduce, control and mitigate, as far as possible, the environmental impacts of civil aircraft operation.
Consequently, the CAA is broadly content with the balance between its obligations in respect to the
environment and those regarding the safe and eYcient use of airspace and does not see the need for further
statutory duties.

In August 2005 the Campaign to Protect Rural England wrote to the CAA concerning our assessment of
tranquillity in considering airspace change proposals. The CAA responded in some detail and oVered to
meet the Campaign’s representatives. Despite a number of subsequent oVers to meet, the CAA has not, thus
far, received a response.

30. We have been told that the height and location of flight paths are changed on a piecemeal basis preventing
adequate assessments of the cumulative environmental impact. Is that an accurate description?

Controlled airspace is established for the safe containment of civil air transport aircraft. Air traYc
controllers are able to use the full lateral and vertical extent of controlled airspace for the purpose of
achieving the most eYcient and expeditious flow of traYc. Such use will vary according to the operational
circumstances such as weather, volume of traYc and landing and take-oV direction at local airports. Safety
remains the overriding consideration. Therefore, notwithstanding the establishment of routes, which are
published as a template for flight planning purposes, the precise position and altitude of aircraft within
controlled airspace will depend on the prevailing operational circumstances and fluctuations in demand.
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Safety and Security

31. In your regulation of the National Air TraYc Service (NATS), you have now imposed financial incentives
to avoid delays in the morning peak. Is this not likely to encourage NATS to take risks with safety standards
in order to avoid penalty payments?

No. A scheme of financial incentives has been in operation since PPP in 2001 and the CAA’s decision to
further enhance it from 1 January 2006 was against the background of its safe and eVective operation to
date. The enhanced service quality term is specifically designed to influence NATS’ planning and resourcing
decisions and not the daily activities of ATCOs and their managers. It is intended to encourage NATS to
ensure that it has in place the correct infrastructure and resource to cope with traYc demand at all times of
the day including the morning “rush”. In particular, it is aimed at providing an incentive for NATS to have
in place suYcient resource, primarily controllers, to be able to staV fully the operational positions needed
at that time of the day and, thus, should have the eVect of enhancing safety rather than degrading it.

The operational safety culture of the NATS operational managers, such as flow managers, watch
managers and operational supervisors, is such that they will always ensure that safety is the first priority in
any decision making process and will, within the criteria imposed by that priority, attempt to make the air
traYc system run as smoothly, eYciently and eVectively as is possible. Thesemanagers do not allow financial
pressures to impinge on their sound judgement on matters of safety and, in practice, have been dealing
eVectively with such pressures, in running a most eYcient, high capacity operation, for many years. The
CAA believes that the new delay term does not create any extra pressure in this respect.

Moreover, the measurement of delay performance takes place at one remove from the NATS operations
itself, in both time and position. It will bemeasured amatter of days later at the EUROCONTROLCFMU,
in Brussels, and therefore cannot act as a real time performance monitor in the operational environment
(which the CAA acknowledges could directly influence the decision making of the local flow managers,
watch managers and operational supervisors).

The CAA approves the NATS operation, under the UKAir Navigation Order, on the basis of its mature
and eVective Safety Management System (SMS). That SMS requires NATS’ managers to assess all
operational risks to the safety of day-to-day operations and take immediate action to ameliorate any risks
so identified. The enhanced delay term does not change that and it remains NATS’ responsibility to ensure
its operation is, and can be shown to be, safe.

The CAA’s Economic Regulation Group and Safety Regulation Group worked closely together on the
specification of the delay term from the very early stages of its development and were at pains to remove
any element that could directly aVect safety such as penalty criteria that might encourage inappropriate
operation in deteriorating weather conditions.

32. We have had industry representations that your approach to safety regulation is becoming outmoded and
overly cumbersome, encouraging box-ticking and perhaps tempting some in the industry to withhold
information. Is there a risk that your model of safety regulation could become self-defeating through overload
and fatigue, especially in the General Aviation sector?

The CAA audit philosophy for the oversight of AOC holders and maintenance organisations has been
developed over the past 20 years. It is a proportionate system based on giving credit to high performance
companies and increased oversight to those companies that are either changing their business or
experiencing safety related problems. On an annual basis a review takes place between the Accountable
Manager, nominated post-holders and company Quality Manager with CAA staV to ascertain the
company’s safety performance. Based on this information, together with future company plans and the
CAA’s own audit experiences throughout the year, a future CAA audit programme for the following year
is formulated.

There are, however, recent EASA requirements which are legally binding and therefore have to be met,
and these involve Part M and Part 145 activities.

Where European law does not prevail, then the CAA’s previous pragmatic approach to oversight is
retained. As mentioned in the answer to other questions, there are a number of ongoing initiatives which
may, particularly in the field of General Aviation (see question 21 for details) reduce regulatory oversight
and make CAA regulations more proportionate. These include:

— Light Aviation Airports Study Group.

— General Aviation Regulatory.

— General Aviation Strategic.

— Small Air Operator’s Certificate (AOC) Holders.

— Large Air Operator’s Certificate Holders—AReviewGroup is examiningwhether oversight of the
larger AOC operators can be reduced without detriment to safety. This would involve giving credit
for Safety Management Systems, improved Quality Assurance programmes etc.
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In summary, there is a measure of compliance finding due to EASA’s requirements but this is
complemented by the CAA’s performance monitoring which is, by nature, more investigative and searching
than pure compliance finding. The CAA is continuing to improve its oversight methodology to be less
intrusive into a company’s operations whilst maintaining an acceptable level of oversight commensurate
with the safety risk. TheCAA is just seeking assurance that the company ismeeting its regulatory obligations
and we do not believe our model of safety regulation will become self-defeating through overload and
fatigue. Furthermore, the CAAhas seen no evidence, neither to our knowledge has evidence been produced,
that this is the case. There are, however, some concerns to be addressed by EASA regarding proportionality
for maintenance operations aVecting General Aviation aircraft; the CAA is assisting EASA in those
deliberations.

33. We have received a representation that the CAA has been insuYciently bold in challenging the unrealistic
policies of other jurisdictions in terms of security. Are you satisfied that the present aviation security regime is
fully satisfactory? If not, please write to us under separate cover, and in confidence with your concerns.

There is often a tension between safety and security matters and the CAA works closely with Transec
(which has responsibility for aviation security). TheCAAadvises Transec on issues aVecting flight and cabin
crew performance with respect to safety interfaces.

Post September 11, the CAA was instrumental in seeking some limited alleviation to Transec policies for
flight crew in particular. However, these did notmeet all of BALPA’s aspirations. TheCAA is not convinced
that further alleviations, sought by BALPA, have safety implications and therefore are outside of the safety
domain on which the CAA advises and must be viewed as social matters.

The CAA is satisfied that the current security rules represent the correct balance between safety and
security.

Aviation Health Unit

34. The Civil Aviation Bill will require the CAA to start recovering the cost of running the Aviation Health
Unit from the aviation industry. What direct benefit will the industry get for its money?

TheAviation HealthUnit will remain a source of information and advice about healthmatters in relation
to aviation for flight crew and airline passengers. It will identify the need for, and support appropriate
research on aviation health concerns. For example Head of AHU will be the Chair of the Steering Group
of the Ideal Cabin Environment (ICE) project (sponsored by Industry and the European Commission) and
in collaboration with the other consortium members which include universities, research institutes and
industry (including Airbus) will seek to identify the best possible internal cabin environment. This should
inter-alia provide European industry with a commercial advantage.

EASA

35. Are you aware of any ineYciencies or duplication of eVort caused by the transfer of responsibilities to
EASA? What action are you taking to minimise these?

We are aware of many ineYciencies caused by the transfer of responsibilities to EASA.

There is limited duplication of eVort, but we are now denied the previous flexibility we had prior to the
EASA contractual arrangements. This may mean that we have to revisit an applicant a second time if they
wish to raise a matter with us that is not covered by the existing contract. We are providing continuing
feedback and advice to EASA and the Commission to highlight ineYciencies as we uncover them, and to
seek possible solutions.

36. What steps are you taking to ensure that there is transparency in the process of transferring responsibilities
to EASA? Are you able to demonstrate to industry that you are reducing your costs in proportion to the degree
of work EASA takes over?

EASA’s current responsibilities were transferred to it by the implementation of Regulation (EC) 1592/
2002 on 28 September 2003. To ensure that there is transparency in the transfer of tasks, the DfT and SRG
hold regular meetings with UK industry to brief them on transition progress. The Joint Review Team
initiative and consultation onUK fees and charges covered in detail the impact of EASA on SRG costs. The
Safety Regulation Finance Advisory Committee (SRFAC) is briefed fully on the steps being taken to reduce
the CAA’s costs as work is transferred to EASA. However, the CAA and the DfT can only brief industry
on EASA and on our own plans based on what is known. Industry has understandably found it diYcult to
understand a transition in which much of the work, to implement functions EASA took over from the
National Aviation Authorities, has been sub-contracted back to those NAAs because of EASA’s lack of
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resources. Due to the diYculties EASA is having with poor management, poor planning, lack of finance etc,
it has been very diYcult for the CAA to keep industry well informed about the transition, and to ensure that
transition is managed in the most eVective way possible.

37. How long would it take to get EASA turned round to a fully functional state where it is able to fulfil all its
duties satisfactorily?

There are many factors that will determine how long it will take for EASA to reach a fully functional
state where it is able to fulfil all its duties satisfactorily. These include EASA’s management capability and
governance arrangements, its ability to recruit the required numbers of suYciently experienced staV, and
resolution of the current funding problems. It is diYcult to predict how long it will take to resolve all the
issues but, based on experience with other organisations in diYculty, it should be possible to make EASA
fully functional within about two years from the start of a comprehensive turn around programme. The
CAA and DfT are pressing for urgent action through the EASA Management Board and the European
Commission. It is the action taken by those bodies, and EASA’s own management capability, which will
largely determine the outcome.

38. What arrangements have you put in place for redeploying and transferring employees aVected by EASA?

The CAA’s primary aim in relation to staV aVected by EASA’s establishment has been to encourage and
assist staV in obtaining jobs with EASA. Thereafter, the CAA’s priority has been to ensure adequate staYng
to cope with current and projected CAA regulatory work, whilst seeking to minimise the risk of
redundancies as a consequence of EASA.A number of measures have been put in place to this end and these
are summarised as follows:

— Pursuing Jobs With EASA—Wherever practical and appropriate we have put measures in place
to encourage employees to follow-up job opportunities with EASA. The measures put in place
include practical assistance such as the provision of intensive language training, familiarisation
visits to Cologne and open days in the CAA attended by representatives of EASA and by Cologne
City OYcials.

— Redeployment—We have focused on encouraging employees to consider their options at EASA
or within the CAA. Arrangements have been put in place to ensure that all CAA vacancies are first
publicised amongst those areas impacted by EASA, before wider publication elsewhere in the
CAA. Managers considering these employees for vacancies are required to take a creative
approach to considering their suitability and expect that an element of training and retraining will
be required.

— Voluntary Early Retirement—Arrangements are in place for considering requests from
individuals to retire early with immediate payment of pension, where that retirement would result
in a net reduction in staV numbers. Subject to appropriate business benefits being derived (and an
overall financial limit), employees may leave under this scheme.

— Flexible Retirement—In 2005, the CAA introduced Flexible Retirement arrangements and these
have enabled the extension of employment in several cases where a job currently exists but is
expected to disappear in due course as a result of EASA. This has enabled SRG to provide
continuity of cover for jobs of recognised limited duration. The individual employees concerned
will simply retire later than they would otherwise have done.

The CAA has pursued all the above avenues but with limited success in terms of staV moving to EASA.
This is due to a number of factors, the main ones being EASA’s HQ being sited in Cologne, the lack of
employment opportunities for partners moving to Cologne, CAA staV concerns about the eVectiveness of
EASA’s recruitment process, and the poor reputation EASA currently has. These factors make EASA less
attractive as a career move for our staV.

39. It has been suggested to us that staV immobility may inhibit your ability to downsize as appropriate in
response to EASA. Do you expect to be able to reduce the workforce without the need for redundancies? If not,
how have you budgeted for this?

Themeasures put in place and referred to in response to question 38, together with staV leaving the CAA,
mean that the CAA is on track to achieve the necessary workforce reductions, on the basis of EASA’s
current responsibilities, without the need to resort to compulsory redundancies. Indeed, by the end of 2005,
more staV had been successfully redeployed, or had left, than was expected in our early plans. These
arrangements are reviewed on a regular basis to ensure that that remains the case.

In summary, through careful monitoring and updating of the measures in place as required, we do not
currently expect to resort to compulsory redundancies as a result of EASA and its current responsibilities.
We do not recognise “staV immobility” as a major issue for the CAA as it downsizes in response to EASA.
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40. What has the staV reaction been to the transfer arrangements? In particular, how has morale been aVected
by the uncertainty of timings in relation to EASA?

Morale has been diYcult to maintain in areas where we have had to encourage employees to pursue
alternative jobs outside the area in which they are currently employed. EASA has not been an attractive
alternative for many of these staV, for the reasons described above. A further impact onmorale is, of course,
the ever-reducing possibilities for a career with the CAA.

We have sought to maintain morale through sensitive change management, open and frequent
communication and a supportive approach. This has been balanced with the need to challenge any idea
amongstCAAemployees that EASAmight fail to get fully established.An external assessment of SRGcarried
out in August 2005, as part of its IIP assessment, found that employees most directly impacted felt that there
was sensitive and pro-active handling of the changes required as a result of EASA and that employees felt
appropriately informed and assisted in the transfer of work to EASA.Not surprisingly, the results of our StaV
Survey, published early in 2005, show that those employees most impacted by EASA are less optimistic about
their own and the CAA’s futures than staV in other areas of SRG and the CAA generally.

41. Have you experienced staV leaving the CAA in anticipation of a reduction of scope who has not subsequently
been recruited by EASA? What actions are you taking to prevent this loss of regulatory skill and experience?

Yes. Of those who have left the CAAdue to a reduction in scope, 28% have taken up roles with EASA, 33%
have been redeployed to roles elsewhere in the CAA, 29% have retired and 10% have resigned. Accordingly,
72% of the staV lost in anticipation of a reduction in scope have not joined EASA.

Whilst it is inevitable that valuable employees have been lost from the CAA, we are seeking to maintain
regulatory skills and experience through being clear with staV precisely what opportunities continue to exist,
in order that the CAA can retain adequate skills and experience to meet ongoing requirements. We have
backed this upwith enhancements to our staV development arrangements tomeet the challenges of the future.
Inevitably the CAA’s capability in a range of specialist areas of aviation engineering will reduce. However, we
plan to retain suYcient specialist expertise to continue to deliver successfully our statutory and advisory roles.

The Advisory Role

42. One of the Airspace Policy Group’s key objectives7 is to provide advice to the Government on national issues
such as financial protection as well as international issues like the development of EASA and the Single European
Sky. To what extent do you think your advice is listened and adhered to?

The CAA provides advice to Government across a very wide range of aviation policy issues, including
Airspace Policy.Wework closely with theDfT on such issues, and the CAA’s views are generally well received
and Government’s subsequent actions are usually consistent with our advice.

There are occasional diVerences of view—a recent instance was the CAA advice on Financial Protection
for Air Travellers, where the Government rejected our proposal for a £1 levy. However, such instances are
rare and, in the vast majority of cases, there is a close alignment on policy positions—especially in the many
international fora in which we are engaged.

43. What role did you play in the work culminating in the 2003 Aviation White Paper?

The CAA Chairman was a member of the White Paper Steering Group (WPSG), which oversaw
preparation of the White Paper, and he is now a member of the White Paper Implementation Programme
Board.

In its response to the DfT’s consultation, the CAA articulated the need for a careful and well-balanced
analysis of all of the options under consideration to ensure that safety, economic, airspace and environmental
issues were given due regard. TheCAA’s response drew on the expertise of each of the various strands of CAA
activity, including:

— the ability of the UK to meet its obligations in terms of European legislation on nitrous oxide
emissions in the vicinity of certain airports;

— safety aspects of various infrastructure, project and logistical matters;

— detailed technical advice on specific aerodrome development issues, including the proposed
development of new airports at CliVe and Severnside;

— advice on the Future Development of Air Transport in the UK: South East (SERAS); and

— extensive airspace and noise modelling of the various options under consideration.

Much of the CAA’s detailed technical advice was instrumental in shaping the outcome of the White Paper.

7 CAA 56 Civil Aviation Authority, Annex 1 para 7.



3287501012 Page Type [E] 01-11-06 00:28:21 Pag Table: COENEW PPSysB Unit: PAG1

Ev 54 Transport Committee: Evidence

Notes promised to the Transport Select Committee during the oral evidence session
on Wednesday 11 January 2006

1. Note on the Position on the CAA Being Subjected to Auditing by the National Audit Office

The CAA has no financial relationship with Parliament and is not to be regarded as acting on behalf of
the Crown. This distinguishes it from most other regulators and bodies to which the NAO already has
access, which are either non-ministerial government departments or are mainly funded by public money.
Where direct public expenditure is involved, the NAO has a clear role to play, but this does not apply in the
case of the CAA.

The CAA is a public corporation, which is financed from charges on the industry it regulates. The
National Audit Act 1983 explicitly excludes it from those bodies of which the Comptroller and Auditor
General may carry out an examination. The Civil Aviation Act 1982 was amended in 1984 to remove the
role of the Comptroller and Auditor General in relation to the CAA’s accounts. The CAA is now subject
to independent external audit by auditors appointed by the Secretary of State.

The Secretary of State, in consultation with the Treasury, determines the remuneration of Board
members, including the performance related pay scheme which applies to the CAA’s executive directors.
This scheme includes finance and eYciency and cost-control targets. Furthermore, in giving the CAA
Chairman guidance about the aims and strategic direction which the Government wishes him to pursue, the
Secretary of State has said that he expects the Chairman, as a matter of course, to keep the Authority’s costs
under constant review and to devise formal cost reduction programmes where appropriate. The CAA’s
record, at least in the period since 2001, shows that the CAA takes very seriously the need for cost
eVectiveness and is delivering good results in that area.

In determining and setting its charges, all parts of the CAA carry out detailed annual consultation with
those it regulates on future plans and associated charges. The recent extensive consultation with industry
on the proposals for revisions to SRG’s charges to come into eVect in 2006 is a good example of the
eVectiveness of the process.

The CAA is subject to regular technical audit by the International Civil Aviation Organisation (ICAO)—
and will, in due course, be subject to similar oversight by the European Aviation Safety Agency (EASA).
Such audits influence the CAA’s use of resources and the way in which it operates.

2. Note on the Projected Rise in Employment Costs between 2004–05 and 2009–10

Within the heading “Employment Costs” covered in the Corporate Plan there are 26 individual cost code
types, covering National Insurance, London Weighting, pension costs, luncheon vouchers, market related
supplements, redundancy costs etc. The cost code which relates to basic salaries, rises by just below or at
3% pa across the plan period. The market related supplements paid to certain sections of CAA staV rise by
more than inflation across the plan period. This planned increase has been included to ensure that the CAA
avoids getting behind again in areas such as pilot and Air TraYc Controller pay. At the recent Committee
evidence session, Sir RoyMcNulty told the Committee that the newCorporate Plan, whichwill be discussed
at the CAA Board in March 2006, is likely to have lower staV numbers than previously reported, as EASA
takes over responsibilities from the CAA.

3. Note on theNumber ofCases whereAirOperatorCertificates (AOCs) HaveBeenRemoved in the

Past Five Years

The CAA is required to grant an AOC provided that the Authority is satisfied that the applicant is
competent to secure the safe operation of the relevant aircraft. In addition to the flight operational aspects,
the AOC is also dependent upon a number of other factors, particularly maintenance management and the
performance of maintenance either in-house or contracted to third party organisations (otherwise known
as Part M and Part 145 approvals).

When an AOC is suspended, either by the CAA or at the request of the AOC holder, the CAA allows an
AOC to remain suspended while it is kept informed about progress towards a resumption of operations.
Once it becomes clear that there is no such prospect, revocation action is commenced. Revocation may be
immediate if there are extreme reasons for doing do so or if there are urgent safety concerns, but revocation
normally follows a period of suspension and investigation.

AOC suspensions 2001–05 inclusive

There were 59 AOC suspensions in the period.

Part M and Part 145 (Maintenance Approvals) suspension 2001–05 inclusive

There were 35 Part M and Part 145 suspensions in the period.



3287501012 Page Type [O] 01-11-06 00:28:21 Pag Table: COENEW PPSysB Unit: PAG1

Transport Committee: Evidence Ev 55

AOC revocations 2001–05 inclusive

There were 72 AOC revocations in the period. Many of these revocations follow on from a period of
suspension.

Part M and Part 145 refusals

There were 20 refusals for approval of Part M and Part 145 companies in the period 2001–05.

Conclusions

The CAA has powers to suspend or revoke AOCs, and Part M& Part 145 approvals when it is no longer
satisfied that an operator or company is competent to secure the safe operation of its aircraft. However,
these powers are relatively infrequently used because:

— The CAA controls the initial entry standard into the system—therefore only organisations that
have already demonstrated their competence are permitted to operate.

— The operating Industry in the UK is long-established and has developed a culture not only of
compliance withminimum safety requirements, but of operating as safely as is reasonable possible.

— The CAA takes a collaborative, rather than punitive, approach to regulation that encourages
Industry to recognise when standards are declining and when remedial or preventative action,
including suspension, needs to be taken. The CAA will, however, act immediately when
circumstances require.

4. Note on the Numbers of Regulatory Impact Assessments Carried Out over the Past Three to

FourYears. The CommitteeWould Also Like Copies of TwoRIAs, and an Indication of theWay in

which You Believe They Conform to the Principles of the Better Regulation Agenda

The CAA has completed 59 RIAs since 2002, broken down as follows:

SRG 51
DAP 6
CPG 2

Total 59

The CAA publishes its RIAs on its web site and copies of two examples are included with this document.
In preparing RIAs, the CAA follows the BRTF’s five principles of good regulation when considering
regulatory changes. The CAA has also fully embraced the Cabinet OYce guidelines on the completion of
RIAs and pays particular attention to the likely costs and benefits of proposed regulatory changes and the
impact of such changes on small businesses.

5. Note on the Reduction in Activities and Costs of Safety Research

Over the last 10 years, the CAA has invested an average of £2 million per annum in aviation safety
research, althoughmore recently this figure has reduced in areas where regulatory accountability has passed
to EASA, since it would not be appropriate to invest funds in areas where the CAA alone would be unable
to deliver the outcome of the research. However, to ensure that previous research is utilized to Industry’s
benefit, the CAA has been presenting selected information to EASA for consideration, concentrating on
safety issues that were ‘CAA work in progress’ when EASA was formed.

The following table summarises the CAA’s actual and planned safety research expenditure over the
period 2002–03 to 2010–11. A detailed analysis of the main safety research projects over the period 2002–03
to date is shown at Appendix 1.

Financial Year £000

2002–03 Actual 1,682
2003–04 Actual 1,637
2004–05 Actual 1,481
2005–06 Forecast 1,165
2006–07 Planned 1,073
2007–08 Planned 990
2008–09 Planned 913
2009–10 Planned 842
2010–11 Planned 842
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The CAA continues to support research in areas where it retains lead competence:

— In Aircraft Operations, we have created the Flight Operations Research Centre of Excellence
(FORCE). Managed by an operational transport aircraft captain, FORCE is undertaking
research in areas such as Type Rating training and Cockpit Risk Management.

— In General Aviation, the CAA has recently completed research into Carburettor Icing and will
report the results soon.

— In the field of Large Public Transport Helicopters, the CAA has contracts in place to test new
helideck lighting schemes that are expected to significantly improve the safety of night operations
to the UK’s oVshore oil and gas installations.

Where external research is required to help better understand a risk, or to help identify potential solutions,
the CAA is committed, whenever possible, to “gearing” its own contribution to projects principally funded
by industry, other NAAs and other interested organisations. This should avoid duplication and provide
better value for money for all involved.

Examples of this approach to CAA research funding are the matching of contributions from elsewhere,
including the European Commission, Health & Safety Executive, industry bodies (notably theUKOVshore
Operators Association and Shell Aviation), professional bodies (such as the Guild of Air Pilots and Air
Navigators) and other national regulators (such as Norway, USA and Canada). Academic funding (such
as the Engineering and Physical Sciences Research Council (EPSRC)) has also been utilised where
appropriate.

The CAA details the research being conducted in its annual Safety Plan. This document is published on
the CAA website and the 2006 edition will be published in the next few weeks. This is part of the CAA’s
programme to enhance consultation with industry on topics such as where the CAA’s scarce resources
should best be allocated.

With regard to the CAA’s research into “side-floating helicopters”, the CAA withdrew from the final
helicopter type-specific design study, as a cost benefit could not be established. The CAA was prepared to
support partial funding if this could be matched by adequate external funding. Funding partners were
lobbied via the Helicopter Safety Research Management Committee (HSRMC) to provide assistance but
the response was insuYcient.

A report summarising all of the ditching and water impact research has been completed and is published
as CAA Paper 2005–06 on CAA’s website.

Additional information which, although not requested, the CAA would like to oVer to the Committee

6. Note on the Position with ARIs and AADs

In accordance with Regulation (EC) 1592/2002, the European Aviation Safety Agency (EASA) from the
date of its inception was obliged to set the airworthiness standards for most aircraft operated by EU persons
or organisations. Under the terms of the implementing Regulation (EC) 1702/2003 the certification
standards for aircraft already in operation in the EU at 28 September 2003 were set at a datum level
equivalent to that of the State in which the aircraft type was designed. In theUK, the CAAhas a long history
of setting and enforcing its own airworthiness requirements and for many aircraft types had previously
adopted a certification standard above that of the State of Design.

DiVerences in theUK standard often took the form of design changes to be incorporated into new aircraft
at manufacture, or embodied retrospectively into used aircraft on import into the UK. Such changes are
called Additional Requirements for Import (ARI). Other changes aVected the way that aircraft were
operated or maintained and required, for example, additional inspections, time limitations or component
replacements. Such changes are called Additional Airworthiness Directives (AAD). Given EASA adoption
of the State of Design’s certification standard as the EU standard, it followed that no CAA ARI or AAD
would be legally valid any longer. EVectively, all ARIs and AADs would be deleted on 28 September 2003.

Over the 30 years that the CAA has been in existence, a substantial number of ARIs and AADs have been
generated. However, during the last 20 years, SRG has carried out two major initiatives with industry to
reduce this number substantially. The number of ARIs and AADs remaining at the inception of EASA in
2003 was 3500.

To eliminate all but 150 of these measures SRG revisited and reviewed the risk analysis which had
generated them. The two main criteria that were applied to the risk analysis and which enabled SRG to
remove the requirements were:

— whether the State of Design of the aircraft type had taken the opportunity to publish a Service
Bulletin or Service Letter, which took account of the UK’s measures raised in the AAD; or

— if the ARI related to an aircraft that was over 10 years old, and on further investigation of the
world statistics for that aircraft in service, the SRG specialist could down-grade the risk based on
that service record and therefore remove the ARI.
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Regulation (EC) 1592/2002 contains a flexibility provision under Article 10(1) that allows a EUMember
State to act unilaterally in the event that it identifies a safety problem involving an aircraft subject to the
provisions of the Regulation. The CAA utilised this regulation as can be seen from the numbers below. The
approach taken was to use a targeted safety and business risk based analysis in which consideration was
given to the safety and business risk associated with deleting an item after taking into account the origins
of the ARI or AAD, the immediacy of its safety impact, or the position of the State of Design on the item.
The overall intent was to identify those measures without which an unsafe condition may develop as defined
by the new Regulations.

Based on this approach, 150 ARIs were proposed to EASA in accordance with article 10(1), of which
EASA has accepted 94. The remaining 56 have been dealt with as follows:

— Eight items, EASA ruled that the particular measure was outside its legal remit to adopt. In those
eight cases the CAA will maintain the measure as a national requirement in accordance with its
Competent Authority responsibilities.

— 36 items, EASA showed that alternative measures were already in place that would achieve the
same safety intent as the UK Article 10(1) item.

— 12 items, the CAA was persuaded to the EASA viewpoint that an acceptable level of safety could
be achieved without a particular measure in place.

7. Note on SRG’s Actions in Connection with Implementation of LED Lighting at Aerodromes

The CAA is always ready to embrace new technology but does so taking safety considerations fully
into account.

The CAA does not approve or licence individual products that are used within an aeronautical ground
lighting (AGL) system. However, the functional performance and suitability of the system as a whole must
be assessed and accepted by the CAA both prior to its operational use and upon further modification,
including the introduction of new technology, such as LEDs.

In December 2002, the CAA notified Aerodrome Licensees that, at the request of the CAA, the Airport
Operators Association (AOA) had formed a working group to explore the potential uses of LEDs in AGL
applications on an aerodrome and, through co-ordinated research and trials, provide input to the
development of UK policy and requirements for their operational use. By necessity, most of the research
and trials were conducted using LEDs in an actual operational aerodrome environment.

The AOA working group had, by the summer of 2005, completed the initial research and trials and
reported its findings to the CAA. The CAA’s view was that no application should be excluded provided the
operational performance of the LED light source could be demonstrated to match that required of a
conventional lamp, and that the safety of the system was not comprised as a result of an integration of
diVerent technologies.

In August 2005 the AOA requested that the CAA re-issue a notification of the policy and requirements
for AGL applications, which excluded the use of LEDs in specified AGL applications. It subsequently
became known that LED lights in some of the excluded applications were able to meet the required
performance and safety assurances and had already been installed at some aerodromes. In further
consultation with the AOA working group, in December 2005, the CAA revised the policy to only exclude
applications of LEDs which were definitely unable, and unlikely for some time, to be able to meet the
required performance.

8. “Is It True that SRG Has 70 Vacancies Outstanding at the Current Moment in Air Traffic

Standards (ATS) Department?” (Quote from David Luxton)

The CAA is no diVerent to other medium to large organisations in that, at any given date, it has a number
of vacancies as part of ordinary organisational “churn”. As at 31 December 2005, SRG had a total of 64
(9.9%) unfilled posts. This is an unusually high percentage for the CAA and should be viewed in the context
of the transition of some safety regulatory activities to EASA. In the Design and Production Standards
Division, there were 25.6 unfilled posts, which relate to activities that are now part of EASA’s remit. There
were only eight vacancies in the Air TraYc Standards Department and the remainder were spread across
SRG, both in Aviation House Gatwick and across the Regional OYces.

We should also point out that, in common with other commercial organisations, the CAA recognises this
“phenomenon” in its budgeting process, by not funding 100% of its posts 100% of the time. If the CAAwere
to fund all posts all of the time, this would result in higher charges to industry than necessary.
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9. Light Touch Regulation—Clarify that the CAA is Not Stepping Back from Effective Safety

Regulation

Over a numbers of years SRG has transitioned, in some areas, from a regulatory regime of significant
numbers of inspections to a method of audit, and oversight and compliance testing of company Safety
Management Systems. This approach, in partnership with Industry, is muchmore likely to capture systemic
failure in company safety performance, than just relying on inspections alone. The UK safety record is
testament to this approach being successful. The CAA believes that this approach should be seen as
proportionate regulation rather then “Light touch”.

One of the strengths of the relationship between the UK aviation industry and its CAA safety regulator
is that there is absolute clarity about their respective responsibilities—the industry manages safety through
identification and mitigation of the risks associated with its activities, and the regulator provides the
regulatory framework and requirements against which to measure the compliance and practice of the
industry.

The variation in the level of risk and the complexity of the organisations across the sectors are readily
recognised. The CAA, in order to properly focus its resources, must provide a proportionate level of
regulatory oversight on the basis of these conditions. In those areas where there is the highest risk and
complexity, there is a corresponding need for companies to exercise a higher level of systematic control over
their activities, while the regulator needs to provide a high level of oversight that not only tests compliance
but also makes a judgement on how capable and eVective the organisation is in managing its risks.

The formal establishment of a safety management system (SMS) makes the task “easier” for both the
industry and the regulator. SMS is not a formof “self-regulation”. SMS is a tool and the regulatory oversight
function is still undertaken, albeit that it has a greater emphasis on audit against the company safety and
quality management systems and their associated procedures.

To aid our proportionate approach to the diversity of players in aviation, there are a number of regulatory
approaches employed which include elements of prescriptive inspection, audits of formal risk management
systems, alternative means of compliance, codes of practice and, indeed, a measure of devolved/self
regulation as, for example, in the case of the Popular Flying Association (PFA). However, under the latter
arrangement, the CAA (rightly) retains its statutory accountability for the safe conduct of PFA activities.

In the UK we have a mature and highly professional industry in which there exists a very strong safety
culture that is underpinned by very sound regulatory principles and behaviours. The CAAwill not step back
from its statutory responsibility to the Secretary of State and we remain committed to sustaining aviation
safety and seeking continuous improvement in the face of continued growth. Proportionate regulatory
oversight, using a diversity of approaches, will be at the heart of our approach.

10. BA Maintenance—Note on Background and Actions taken by the CAA

The recent adverse press reports and speculation about British Airways’ (BA) maintenance standards
have to be viewed in context. BA flew 867,108 hours (33% of UK total) in 2004 whilst the rest of the UK
fleet flew 1,782,364 hours. Proportionally one can therefore expect more incidents with BA being reported
than any other individual operator. It is important to bear in mind that the three BA incidents recently
featured in the AAIB reports all occurred between 18 and 30 months ago. Much has been done since then
by the airline and its engineering organisation to address the issues, which led to the incidents, whilst being
actively overseen by Safety Regulation Group’s (SRG) Aircraft Maintenance Standards Department
(AMSD).

Without doubt, BA had diYculty for a time in instilling a culture of procedural compliance amongst some
of its maintenance workforce. The precise reasons for this are diYcult to determine but organisational
changes, business re-engineering, transfer of work allocation between engineering facilities and less than
congenial staV/management relations may have been contributory factors. These changes have been
monitored by the AMSD and, with constant pressure to do so applied through the AMSD regulatory
oversight; BA has taken positive action to address any concerns that have arisen. Some examples of how
AMSD have eVected change within BA are shown below:

1. AMSD have highlighted instances of procedural deviation at BA’s two monthly “Quality Review”
meetings with Quality Department staV and management and pressing for eVective corrective action and
improved management controls in respect of each of these instances.

2. AMSD have targeted and are continuing to target routine and unannounced audits of facilities,
processes and aircraft surveys.

3. AMSD have required BA’s own Quality Department to conduct special audits.

4. AMSD have required BA’s maintenance certifier continuation training sessions to focus on the
potential perils of procedural deviation.

In addition to the above, BA action encompasses education, focused continuation training, enforced
attendance at safety seminars, the distribution of a range of safety related publications, the application of an
industry respected maintenance error investigation system and in the extreme cases, by decisive disciplinary
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action. BA also intends to reintroduce a specific supervisory role for the oversight of maintenance. Much
of this activity both by AMSDand BA, despite the impression given by the AAIB report, was initiated prior
to mid-2003 but had not been completed.

In 2003 there were two BA incidents involving serious maintenance errors and one in 2004. During the
past 18 months there have been no such incidents due to maintenance malpractice by BA staV.

There has been a 57% fall in the number of BA reported Mandatory Occurrence Reports (MORs)
involving maintenance error when comparing the average for 1996–2000 with the average for the last five
years (2001–05). All the current signs, including feedback from specifically targeted AMSD audits, suggest
that BA’s response and actions are taking eVect. The CAA is satisfied that the safety threat from
maintenance errors has been fully accepted by BA engineering management.

11. Ex-military Employees—Note on How Many and Where Currently Employed and What

Disciplines

The CAA currently employs 65 ex-military employees. This amounts to around 6% of our workforce. Of
those, 29% have an Air TraYc background, 8% an engineering background and 62% a flying background.
Also, of the 6%, 68% are employed in SRG, 25% in DAP, 5% in Corporate and Ancillary Groups and the
remaining 2% in ASSI.

In the last five years, around 95% of our new recruits have joined from the private sector.

12. EASA—Note to Clarify the Changes in CAA’s Responsibilities following EASA Becoming

Operational

Since EASA became operational on 28 September 2003, the CAA’s airworthiness responsibilities consist
of those required for “competent authorities” under the EASA regime dictated by theBasic Regulation (EC)
1592/2002 and the Implementing Rules 1702/2003 and 2042/2003, together with those relating to aircraft
that are excluded from EASA’s scope. The tasks include:

(a) Issue of Certificates of Airworthiness for UK registered aircraft.

(b) Issue of Noise Certificates.

(c) Issue and surveillance of the following organisation approvals with place of business in the UK:

(i) Production Organisations;

(ii) Maintenance Organisations (eg Part 145);

(iii) Maintenance Training Organisations (Part 147);

(iv) Continued Airworthiness Management Organisations;

(d) Full responsibilities for aircraft set out in Annex II of the Basic Regulation eg homebuilds, ex-
military aircraft and microlights.

(e) State aircraft eg Police helicopters.

The responsibilities transferred to EASA include the issue of Type Certificates and continuing
airworthiness (design) for aircraft not included in Annex II of the Basic Regulation, and approval of design
organisations.

The CAA’s safety regulatory functions are not aVected in relation to Regulation of AOCs, Flying
Training Organisations, Air TraYc Services providers, Aerodromes, flight crew licensing etc. Similarly, the
CAA’s Economic Regulation, Consumer Protection and Airspace Policy activities are not aVected.

Annex

Research Projects by Year 2002–06 2002–03 2003–04 2004–05 2005–06* Total
Project title £ £ £ £ £

Aircrew Fatigue Model 50,000 325,000 55,000 25,500 455,500
Flight Operations centre excellence 0 49,144 190,503 99,251 338,897
Helideck Marking & Lighting 131,068 88,726 89,968 6,533 316,296
Hazard Analysis of GPS/GNSS Approaches 69,642 102,000 53,798 36,500 261,940
Investigation of large water droplets break up 75,500 119,500 48,100 0 243,100
on impact

Lighting and Colour vision on the flight deck 55,949 75,686 52,053 40,300 223,989
Helideck Environmental Issues 36,090 65,200 100,400 13,750 215,440
DiVerential GPS Guidence for OV-Shore 70,384 62,000 53,429 8,547 194,360
Approaches

Helicopter ship operations 27,100 42,500 116,140 0 185,740
Hums Research (Helicopters) 0 0 135,668 30,003 165,671
Pilot View and Visual Clues 16,636 27,962 7,606 0 52,204
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Research Projects by Year 2002–06 2002–03 2003–04 2004–05 2005–06* Total
Project title £ £ £ £ £

Mortality and Cancer incidence in 56,104 66,373 41,058 163,536
Commrcial Pilots
GNSS Monitoring and Advice 35,000 35,000 35,000 27,000 132,000
Objective risk based management of ATM 48,915 66,742 0 13,530 129,187
Balloon Research 30,000 38,000 56,662 0 124,662
Validation of the Fatigue Model 104,840 19,668 0 0 124,508
CAA Chair in ATM & the Environment 40,000 40,396 40,000 0 120,396
Operation Flight Data Monitoring— 95,000 8,379 7,730 0 111,109
Helicopters
Operational Flight Data Monitoring— 33,952 38,270 38,603 1 110,826
OFDM

Human Hazard Analysis of Complex Aircraft 72,150 0 33,483 0 105,633
System

Damage tolerance, fatigue and fracture 40,000 40,000 20,000 0 100,000
Computer Modelling of Evacuations 36,949 35,868 0 0 72,817
Vigilance and Wakefulness Assurance 69,788 0 0 0 69,788
Reliability of composition of composite 0 0 0 36,280 36,280
structures

Gyroplane structures 0 0 0 16,000 16,000
Auditory Interface Design for A/C Systems 21,000 21,500 12,000 12,000 66,500
Airspace Infringement 50,220 14,324 0 0 64,544
Improved Bird Strike Reporting 0 20,000 41,750 61,750
Carbon Monoxide detection 0 0 40,000 20,000 60,000
Assessment of Operaing Systems for Safety 23,750 34,885 0 0 58,635
Related Systems

Large Bird Strike Database 24,905 0 32,750 57,655
Carb Ice 0 0 15,000 39,281 54,281
Research on Cabin air Quality 48,905 3,700 "484 1,784 53,905
Performance Monitoring of Operational 43,000 10,393 "704 0 52,689
GPS/GNSS

Aerodynamics of Gyroplanes 6,461 0 44,758 1,316 52,536
Investigation into key Parameters of Damage 17,000 12,500 22,500 0 52,000
Tolerance Design

Total of larger items 1,430,308 1,463,717 1,382,773 427,576 4,704,373
Other 251,512 172,986 98,184 65,473 588,156
*Nine months only
Total 1,681,820 1,636,703 1,480,957 493,049 5,292,529
Budget 1,700,000 1,600,000 1,500,000 1,165,000 5,965,000

Supplementary memorandum submitted by the Civil Aviation Authority

1. Following the CAA’s appearance before the Committee on 11 January, we submitted further written
evidence on 24 January in answer to the additional questions posed by the Committee. Since then, the CAA
has noted the evidence given by witnesses at the other hearings and would like to take this opportunity to
provide the Committee with some supplementary information and views which we hope will be helpful to
the inquiry.

The Structure of the CAA

2. Several witnesses have commented on the structure of the CAA and, in particular, on having in one
organisation both safety and economic regulatory functions. While some witnesses saw no conflict between
these two roles, Prospect and BALPA commented critically in their written submissions on the CAAhaving
the role as both a safety and an economic regulator. In the evidence session on 11 January, Captain
Granshaw of BALPA went further and said that: “the economic side does have a very powerful and
influencing voice” (page 42 of the uncorrected transcript).

3. We do not see a conflict between the CAA’s safety and economic roles. As the CAA Chairman told
the Committee on 11 January: “We will always ensure that we do not do anything either in economic
regulation or in airspace policy that cuts across the safety objectives that we see as paramount.” The
structure of the CAA allows any safety implications of regulatory proposals in the economic area to be fully
discussed and those proposals to bemodified where necessary, but the EconomicRegulationGroup is never
involved in decision making on the setting and enforcement of safety standards.
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4. We note that, in the aviation industry generally, companies deal continually withmatters of economics
and safety and are successful in keeping such matters in their proper relationship, as evidenced by the
industry’s good safety record. We believe that the CAA has shown itself to be equally capable of keeping
matters of economics and safety in the right perspective, and no convincing evidence has been presented in
support of separating further the economic and safety regulatory functions.

5. We consider that there are clear advantages from having the regulation of safety, airspace and
economics in one organisation, because there can be interplay between these facets of regulation, and
provided that the paramountcy of safety is recognised—as it is by the CAA. We are not aware of any
example in other industries that demonstrates that such matters are better handled through dividing them
between separate organisations.

Safety Research

6. It has been noted that the CAA has begun to reduce its research activities in areas of safety regulation
that, since 2003, became the European Aviation Safety Agency’s (EASA’s) responsibility. It has been
suggested that EASA not yet being in a position to undertake its own research activities will automatically
lead to a diminution of safety standards in the UK. The CAA has provided the Committee with details of
its on-going research activities and associated expenditure, which demonstrates its commitment to continue
with research in areas for which it has legal competence.

7. The safety regulatory framework in the UK is founded on a system of setting safety standards and
publishing requirements, granting licences etc. when the CAA is satisfied that specific criteria have beenmet,
maintaining an oversight of those to whom licences etc have been granted to ensure that the required safety
standards continue to be achieved, and ensuring corrective action is takenwhen those standards depart from
the established requirements. In support of this regulatory framework, the CAA’s annual Safety Plan
highlights the safety improvements on which the CAA intends to focus in the forthcoming years and the
CAA’s safety research programme supplements this work. We wish to emphasise, however, that the CAA’s
research programme is a supporting component of the UK’s safety regulatory framework and not, as has
been suggested, a primary element of it.

Making a Success of the EASA System

8. The CAA is committed to the EASA system, and we recognise it is the way of the future.We are trying
to work towards a future when the Agency is genuinely eVective, when the governance, finance and
regulations are fit for purpose, and when there are sound working relationships between the Agency and
NAAs throughout the EU. That is regrettably not the case today.

9. The CAA, in close co-operation with DfT oYcials andMinisters, has been discussing with EASA and
the European Commission the diYculties which EASA has been experiencing. We have recently proposed
an action programme which is aimed at establishing a strong partnership between EASA and the National
Aviation Authorities, and at dealing with each of the problem areas we see at present.

10. This programmewould take about two years to complete, with priority being given to themost urgent
issues eg the current Budget crisis, Fees andCharges, and the associated problems of bureaucracy and delays
caused to Industry.

11. The Commission has welcomed these proposals and has undertaken to study them further, prior to
discussion at the EASA Management Board. EASA has also welcomed the approach proposed, and has
undertaken to come up with plans of its own to progress an action programme.

Accountability and the National Audit Office

12. In our note regarding the CAAbeing subject to audit by theNational Audit OYce (NAO), submitted
to the Committee on 24 January, we stated that “The CAA has no financial relationship with Parliament
and is not to be regarded as acting on behalf of the Crown. This distinguishes it from most other regulators
and bodies to which the NAO already has access, which are either non-ministerial government departments
or are mainly funded by public money. Where direct public expenditure is involved, the NAO has a clear
role to play, but this does not apply in the case of the CAA.”

13. “In determining and setting its charges, all parts of the CAA carry out detailed annual consultation
with those it regulates on future plans and associated charges. The recent extensive consultation with
industry on the proposals for revisions to SRG’s charges to come into eVect in 2006 is a good example of
the eVectiveness of the process.”

14. “The CAA is subject to regular technical audit by the International Civil Aviation Organisation
(ICAO)—and will, in due course, be subject to similar oversight by the European Aviation Safety Agency
(EASA). Such audits influence the CAA’s use of resources and the way in which it operates.”
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15. Although the CAA is not funded by public money, we acknowledge the points made by a number of
witnesses that the CAA’s cost base should be more open to scrutiny, and it is clear that those from whom
we recover our costs desire a greater degree of transparency. A number of witnesses have acknowledged the
CAA’s eVorts in this regard, and our pursuit of the Government’s better regulation agenda reinforces the
CAA’s commitment to further improvement. We have sought the advice of, and are currently working with
our external auditors PricewaterhouseCoopers (PwC) to review the CAA’s report and accounts against the
criteria used to assess and benchmark the accounts of public sector organisations as part of the “Towards
Best Practice” scheme jointly sponsored by the NAO and PwC. The Secretary of State is already under a
statutory obligation to lay a copy of the CAA’s accounts and any report of its auditors before each House
of Parliament.

16. Developments such as those described above will help to ensure that we achieve best practice in the
conduct of our aVairs and further improve our transparency and accountability. However, the CAA
continues to believe that in the aviation environment within which we operate, and with the current climate
of regulatory change, it is important that the CAA retains flexibility in the deployment of its resources while
improving its regulatory eYciency and transparency. In this regard, we remain of the opinion that oversight
by theNAO, creating an additional layer of accountability, as opposed to the current “commercial” external
audit arrangements and the current consultation with industry, would not necessarily be in the public
interest or in the best interests of those we regulate.

Environmental Remit

17. The CAA has statutory obligations to further the interest of civil aviation and to secure the eYcient
use of UK airspace. Beyond this the Authority is to take note of the Environmental Guidance given by the
Secretary of State which requires the environmental impact of civil aviation to be mitigated to the greatest
extent possible. Given the Government’s objectives for aviation it is important that, whilst environmental
matters receive proper consideration, the CAA’s statutory obligations are not fettered.

18. This Guidance on environmental matters is now due for review, having been delayed by the Clacton
Judicial Review. The Authority would wish to see greater clarity in the revised Guidance so that proposers
of airspace changes and those that are aVected, both in the air and on the ground, are clear about the balance
to be struck between commercial and public benefit and environmental impact.Civil Aviation Authority.

28 February 2006

Memorandum submitted by the Association of Licensed Aircraft Engineers

I wouldwish to reply to your Press Release 09/2005–06 dated 13October 2005which deals with an enquiry
into the remit and work of the Civil Aviation Authority. I represent the Association of Licensed Aircraft
Engineers (1981) of which I am the Vice Chairman. Our Association is an independent trade union,
recognised by the Certification OYcer.

As Licensed Aircraft Maintenance Engineers (LAME) we only use a part of the CAA, as I suspect do
most of those who use its services and pay its charges. The areas we use are:

1. The regulatory processes that deal with the maintenance of aircraft, control of the maintenance of
aircraft and control of the maintenance organisations under EASA Part 145.

2. Training Establishments under EASA Part 147.

3. The issuing of EASA Part 66 licence requirements.

4. Regional and central CAA Surveyors

5. Charges levied against the civil aviation industry.

Our reply will be centred around the above five sub headings contained within the requirements of Part
M as promulgated by EASA. As can be readily seen, in our particular case, EASA is the regulator and the
UKCAAare sub contracted by EASA to carry out certain regulatory duties on their behalf. It would appear
to us that apart from Annex 2 aircraft the task of safety regulation falls upon EASA and EASA uses
National Authorities (ours is the UKCAA) to ensure the dictates of EASA are carried out; almost a master
and servant situation. In our opinion it is this change of direction from being a stand alone Authority, as
envisaged at the time of the CAA’s inception in 1972 to that of a Competent National Authority under the
control of the EU commissioners and theEUparliament as is the present situation, that does need an inquiry
as to what the remit of the UK CAA should be and is it capable of fulfilling that remit?

To Fulfil the Requirements of EC Documents

(EC)No 2042/2003which deals with continuing airworthiness of aircraft and aeronautical products, parts
and appliances and on the approval of organisations and personnel involved in these tasks.

(EC) 1592/2002 which established EASA and set up common rules in the field of civil aviation.

(EC)No 488/2005 on the fees and charges levied by the European Aviation Safety Agency.
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It is imperative that a competent Authority is maintained within the UK to carry out the work required
of such an organisation as ordered by Regulation Document (EC) No 2042/2003. It will also be a
requirement of the UK parliament and incumbent government to ensure that a body recognised by the
government is in place to administer the AirNavigation Order on the government’s and parliament’s behalf.

You give a list of issues that your Committee will wish to look at during the enquiry. The following are
our opinion on them.

Your first point is concerned with: “The remit, structure and powers of the CAA”.

The remit of the CAA, in our opinion, has changed considerably since the inception of the European
Aviation Safety Agency (EASA). Safety Regulation is now in the hands of the Commissioners and
ultimately the European Parliament and the EU judiciary. Our CAA is now in place to ensure that the rules
and regulations coming from EASA are complied with. No more do they make those regulations or rules,
they only abide by those issued by a EuropeanAgency and ensure that those regulations are obeyed by those
organisations and personnel to whom they apply. Even though the remit may have changed we still need
the CAA (or something similar) to carry out the safety regulations delegated to it by EASA. It will certainly
need the powers that it presently holds to ensure that it may enforce the EASA requirements as spelled out
in Part M of (EC) No 2042/2003.We also have to remember that annex 2 aircraft (ie those aircraft that are
not controlled by the EASA) will need a regulatory authority to ensure that they meet all the requirements
and regulations spelled out by the present British Civil Airworthiness Requirements (BCAR) and the Air
NavigationOrder (ANO). In our opinion, due to the foregoing reasons, the only thing that requires a change
is the remit. The present structure and powers must remain.

If we look at our sub heading 4 which deals with central and regional surveyors of aircraft regulation and
safety, then, in our opinion, it is likely that we would ask that this part of the National Authority (CAA)
should be expanded somewhat, the reason why will be discussed when we look at its growing EU
cooperation and general discharge of its duties.

Your second point is: “The performance of the CAA in relation to its statutory objectives and functions”.

The CAA carries these out, as far as aircraft maintenance and safety are concerned (the area we are
concerned with) in an exemplary manner, it cannot be faulted on how it carries out its duties to the ANO,
BCAR, and EASA. It sets an example to the rest of Europe as a fully compliant National Authority with
EASA Safety Regulations that are spelled out in Section M and EC No 2042/2003.

Your third point is: “The eVectiveness and eYciency of the CAA’s regulatory framework”.

The regulatory framework is perfectly transparent via the CAP’s and Airworthiness Notes. It is eVective
and was certainly eYcient prior to EASA. We would need to look at the CAA’s charges. As you are aware,
our National Authority is one of the few authorities who charge for safety regulation, some member states
meet the whole of safety regulation, others, part of the charges. The UKmeets none of the safety regulation
charges and the government requires the aviation industry to bear the regulator’s costs which have to be set
at a level which enables it to achieve a rate of return on capital employed, currently at 6%. The UK
government’s problem now is that EASA charges for its regulatory services, the services presently paid to
the CAA. The Industry will need to see some movement in charges away from the UK CAA. It certainly
will not pay twice. What you need to ask yourselves is who will pay the charges that the CAA needs to
maintain its viability when EASA is duplicating the charges that industry must pay for safety regulation?

Your fourth point is “The eVectiveness and eYciency of the CAA in the general discharge of its duties”.

We have few problems with those items as regarding LAME’s but 90% of the time the CAA is eYcient
and eVective. One of our problems is that the CAA can be seen as very autocratic. It does not like to be seen
as wrong, but of late, as far as we are concerned, it does appear to be much more flexible in its approach to
our queries, perhaps we put our point of view better? There are a few problems with the transferring of the
BCAR licence to Part 66, but this is improving and in some cases can be laid on the customer who knows
the deadline is coming but does nothing about it. We think eYciency could be improved if they, the CAA,
would again divide the departments dealing with aircrew licensing and LAME licensing. This problem
backed by a not very eYcient electronic answering service means that contacting the personnel licensing
departments can be very diYcult indeed. This problem may look trivial to the reader but causes much
frustration for the LAME.

Your final point is perhaps the prime cause of worry as to the viability of the CAA and what of its future?
Since it has to fund itself with charges garnered from the UK civil aviation industry to pay for regulation
plus 6% return on capital, from where will the funding be obtained now that the UK civil aviation industry
has to pay its charges to EASA at the rates set down in (EC) No 488/2005? From where will the money be
obtained to keep the CAA in being?We have to have a competent authority EASA requires it of all member
states, who will pay for it? In all honesty, you cannot expect the industry to support EASA and the CAA
in its present form. Mr Patrick Goudou, the CEO of EASA, at a meeting held at the Royal Aeronautical
Society (in early October) did suggest that the competent authorities of each member state would do work
for EASA on a sub contract basis; it is doubtful that this sub contracted work would support the UK CAA
in its present form. In fact it is a two edged sword, it cannot pay sub contract fees until it collects charges
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from the industry so that it may pay its staV, expected to be 300, and also the sub contract fees that cover
work carried out by the competentNational Authorities. I would also point out that, at the presentmoment,
EASA charges are slightly less than those charged by the UK CAA.

Whilst the foregoing would suggest that the present CAA should be considerably downsized in one
particular instance we would suggest it does need to expand. This revolves around the general aviation
section of the industry, in particular, the light aviation end. You are probably aware that there are more
general aviation aircraft than there are commercial airliners operating within the UK on the UK register.
A large number of light aircraft are privately owned or are used by flying clubs and light taxi services. A lot
of the maintenance is carried out by very small maintenance companies, sometimes just one LAME. The
current and proposed charges levied against such organisations by the CAA could see many of these small
maintenance organisations reach financial failure. We are aware that some of the senior surveyors of the
CAA are of the opinion that the light aviation LAME sells himself/herself short, citing that a BMW car
mechanic’s time is charged at three times that of a person certifying for safety of a light aircraft. That may
be so, but the certifier can only charge what the customer is prepared to pay. The owner can transfer his
maintenance to any maintenance organisation within EASA which gives a lower quote, all maintenance
organisations now meet the same regulations, a scenario that will be exploited by some customers at the
expense of the UK LAME. In the proposed charges 2005–06 the CAA is proposing that the cross subsidy
of General Aviation by the aircraft operator with aircraft above 15 tonnes will eventually cease. In other
words, GA will pay the going rate for regulation to meet the CAA charges. It will be phased in, but again,
the GA industry can only charge what its customers are prepared to pay. We need to be aware that annex
2 aircraft will always meet the CAA charges; the majority of these will be below 15 tonnes and privately
owned a prime example for other foreign Competent Authorities to carry out their maintenance.

We have suggested that the CAA should look at “self regulation” for general aviation, but by using
regional CAAoYces keep an oversight on themaintenance organisations on their territory whichwe believe
would lower charges. Devolvement was suggested as a possible means forward, but to do this would require
more surveyors at regional level. The CAA says general aviation charges are under review and we hope to
move the case for lower charges for some of general aviation when the review takes place. We believe that
such a move is of the utmost importance to general aviation and our members.

In conclusion, it is diYcult to envisage what the CAA does as a whole because so many of us only use one
part of what is available. We believe we know how the CAA deals with our five sub headings. On the whole
we are reasonably satisfied with the points that you wish to investigate. We believe, that the CAA will have
to downsize, unless the government picks up the tab. But providing the CAA is prepared to do something
about devolving general aviation safety regulation, we would seek an expansion of regional surveyors. We
are satisfied in the way that the CAA presently fulfils its role and its transparency in the civil aviation
industry. Unfortunately, due to the acceptance of EASA it would appear that all National Authorities are
subservient to Europe, this will inevitably lead to some modification of the CAA and ultimately lead to a
much downsized Authority which will rely on what it can earn in sub contracted duties, regulation of annex
2 aircraft and possibly some UK government input into its coVers.

2 November 2005

Memorandum submitted by The British Air Line Pilots Association

Intro and Summary

TheBritishAir Line Pilots’ Association (BALPA) is the ProfessionalAssociation and trade union for over
8,200 UK commercial pilots. We represent pilots in every sector of the industry ranging from network
airlines to North Sea helicopter operators.

Our members constantly interface with the CAA; and the evidence that follows draws heavily on their
experiences. As part of this exercise we have consulted across our membership as best as we are able in the
time available; liaised with BALPA representatives in the 26 operators where we are recognised and closely
involved the experienced pilots who comprise the various BALPA technical study groups.

The general views that emerge are:

— that we are fortunate to have the CAA, it is an example that others should aspire to;

— but that there is growing concern that the operators, who fund the Authority, have a dominant
voice;

— that the Authority is serving too many masters, the primary safety role is suVering and the time is
ripe for it to shed some of its economic regulatory functions;

— that it is overseeing a drift into the flags of convenience that bedevils our merchant fleet; and

— it should play a more proactive role in:

— tackling the no-mans land of cross border operators; and

— stimulating debate on future growth issues, such as pilot labour supply and health issues.
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The Remit, Structure, and Powers of the CAA

1.1 The CAA has an excellent reputation internationally as a regulator, and has historically been at the
forefront of the development of civil aviation regulation. This is down to the UK’s primacy as an aviation
nation and to the cross party consensus that the CAA should remain primarily as an independent and
eVective safety and industry regulator.

1.2 There is a belief that the Authority’s remit has become over-extended with it having an increasing
oversight for economic regulation generally and attention to micro economic decisions such as price-
capping and the awarding of route rights. Arguably the need to focus on these areas of its remit has lead to
a dilution of focus on its core role as a safety and standards regulator.

1.3 It is possible that the CAA’s need to straddle every industry issue has led to the neglect of a more
proactive and dynamic approach to safety regulation which would have kept pace with changes in the
industry. As key aviation stakeholders and professional employees it is the perception of many pilots that
the Authority has neglected its role as safety policeman for that of an industry facilitator.

The Performance of the CAA in Relation to its Statutory Objectives and Functions

2.1 That said, the CAA performs well in defending safety and safety standards in a diYcult commercial
environment where there is a growing tendency of corporate behaviour to be commercially rather than
safety driven. TheAuthority oversees the safety licencing, registration and certification ofUKoperators and
employs capable and experienced people to do so. It also audits the financial health and economic viability of
UK licensed airlines, and ensures compliance with EU standards and instructions where appropriate.

2.2 But it is performing less well in developing a credible and consistent procedure for dealing with
airlines whose country of registration is outside theUK, and who exist in a regulatory twilight zone between
diVerent jurisdictions and have become increasingly expert in exploiting diVerences. Nor, we would argue,
has it “drilled down” into the day to day operational practices of some operators who are suspected of
violating regulations or engaged enough with other relevant and qualified stakeholders.

The Effectiveness and Efficiency of the CAA’s Regulatory Framework

TheUKCAA is considered by BALPA to rank amongst the safest regulators in the world, but this comes
at a cost, passed onto the users who are then at a commercial disadvantage to their European competitors.
Funding of the CAA should be from cental Government in line with other European states, and should be
firmy based on a non profit approach (BALPA Flight Safety Group).

3.1 The CAAmanages to dovetail safety and economic regulation to a reasonable degree, from the point
of view of industry growth/expansion and stability, but is reaching the limit of it organisational ability to
juggle both adequately. The CAA has developed a sound expertise in regulating safety and this should
remain its core competence. However, we feel that the Authority focuses too much on its role as facilitator
of the industry. Quite often in its correspondence the CAA conflates the interest of operators and consumers
as one and the same. We believe this is a dangerous assumption and that consumers are as interested in the
accountability of operators and other players as they are in cheap fares and greater access.

The Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

The CAA are far too operator led, in almost all instances on FTL changes they side with the industry
when it wants to make changes that increase fatigue. We unfortunately have seen several instances of this
at (company name) over the last eight months. The CAA are not willing to include the pilot workforce as
a stakeholder in negotiations over changes. There is an inherent conflict of interests when a regulator is also
charged with the promotion of UK aviation as a commercial concern (a BALPA Company Council).

4.1 The CAA employs capable and experienced individuals to oversee its main areas of expertise,
especially in air and ground safety and engineering. It works reasonably well with the industry to introduce
and implement change and innovation and provides safe and eYcient limits for crew scheduling to minimise
fatigue, if not always adequately enforcing these. It provides a credible scientific lead on some aero-medical
issues notably pilot ageing and health in contrast to the discredited politically influenced approach of other
regulators. As we outline below we believe its has been deficient in dealing with the specific problem of cabin
air quality.

4.2 But in other areas the CAA performs less well. Inspection and oversight of individual operators can
be patchy,meaning that some operators can “game” the regulations, and often escape theminima laid down
by the CAA. Often the Authority does not make the best use of the latest techniques and methodologies for
assessing safety and regulation. Techniques such as auditing templates for safety and fatigue as predictors
of problems are a case in point. The CAA is also guilty of being too reactive and relying on paper records,
failing to triangulate and verify its information sources. Its consultative groups such as the Fixed Wing
Advisory Group (FWAG) tend to be dominated by operator concerns and there is a general perception that
employers are “paying the bills” so can call the tune. The approach to other stakeholders feels very much
one of “consultation rather than active engagement.
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4.3 And, on the issue of fatigue risk assessment where we have sound flight duty limits, we have found
poor enforcement in some critical areas. We would suggest that when changes are proposed to Flight Duty
Limitations, (a direct safety issue), then BALPA, as the principal stakeholder for pilots, should be actively
consulted.

4.4 Turning to the sensitive issue of wet leasing and the relevant rules (EU 4097/92) which stipulate that
such leasing should be undertaken only for temporary need or in “exceptional circumstances”, it is our view
that the Authority is too laissez faire and is leading the UK into the same flag of convenience syndrome that
so bedevils our merchant fleet.

The Effect ofGrowing International and EuropeanUnion Cooperation on theWork of the CAA

5.1 The Authority is at a crossroads as it contemplates a diminished role within domestic safety
regulation and the handing over of authority for registration, licensing and a large degree of safety oversight
to the emerging EASA. How we handle this transition is critical, and we do not believe it has received the
governmental attention and support it deserves.

5.2 We welcome the concept of a level playing field across Europe and believe that EASA should
champion industry safety standards and certification holding member states accountable. However it is far
from being equipped with either the staV or resources to do this eVectively. And whilst we have expressed
concerns about the CAA’s role and remit, it is head and shoulders above that of some of its European
comparators. The CAA is best placed to spread good practice within the EASA network and it would be a
mistake for Government to conclude that as some of the remit of CAA is passed to EASA that theAuthority
should be slimmed down. We think there is an opportunity for the Authority to re-focus and re-dedicate
itself to its primary safety and standards role, to provide a professional resource to EASA and to act as
European leader.

5.3 One consequence of open aviation within the EU is that whilst the majority of operators play by the
rules and to the letter others skirt regulations, and seek to exploit diVerences between regulatory
jurisdictions (see point 2.2 above). We believe that the CAA has largely failed to take such operators to task
for twomain reasons. Firstly, its systems andmethodologies of safety oversight are outdated and encourage
a box ticking approach to compliance and encourage an inspection regime which is reactive and easily
managed by the unscrupulous. Secondly, it fails to use its reputation and strength as a regulator to mentor
other regulators in their approach, and to educate them in the primacy of their safety role. As a result some
other jurisdictions have adopted a focus on the commercial viability of the industry and in doing so have
taken a lead from the CAA.

5.4 Security is another area where we feel the CAA has been insuYciently bold in challenging the
unrealistic policies of other jurisdictions, and where the burden on operators and employees has risen to no
great eVect.

Part Two: BALPA’s Specific Concerns

Health and Safety: A Major Omission?

6.1 The Authority has always exhibited a blind spot when it comes to the safety and health of onboard
aviation personnel. Arguably this was influenced as much by the confused sectoral approach of the HSE,
as by any deliberate disregard for occupational heath and safety. Whatever its consequences, this omission
in promoting an agenda of occupational health and safety, has left a major gap which has only began to be
addressed. The CAA can, and should, require operators to aVord adequate time oV to allow Health and
Safety representatives adequate paid time oV to address their tasks.

To operate its Heath and Safety remit eVectively the Authority needs to provide specialised resource that
it currently does not possess and it needs to tap more into the accumulated experience of HSE inspectors as
an interim measure.

Aircraft Environment and Toxic Fume Events: A Major Failing

6.2 Nowhere has its Health and Safety failing for the aviation workforce been more apparent than in the
area of cabin air quality. One of the CAA’s primary roles is to ensure that general aviation activities meet
required safety standards, eg it scrutinises any occurrences which have possible safety implications (ie might
lead to incapacitation). Historically, it has not considered its responsibility to extend to events leading to
some form of impairment in crews, or the short and long term medical eVects related to exposure to
contaminated air. This should be a responsibility of the CAA as safety regulator.
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Under section 7 (1A) of the CAA Aviation Health Bill the Secretary of State is to be responsible for
“organising, carrying out and encouraging measures for safeguarding the health of persons on board
aircraft”.

On cabin air quality, arguably a significant health risk the Authority has to date conducted only a limited
survey based on flawed methodology. This survey was not, in the normal manner of scientific/technical
papers, “peer reviewed.” Nor has the Authority implemented a credible research programme for
determining the origin and eVects of intoxication on both crew and passengers in the short and long term.
We believe this reluctance is due to its conflicted role, and that this issue has to be addressed in the interest
of health and safety. The Authority should develop a research agenda to provide expert advice to those
aVected, by closely co-operating with other leading regulators such as the US Federal Aviation
Administration.

6.3 Pilot Training: A Missed Opportunity?

Airline pilot training is amongst the most expensive occupational training undertaken. Yet its is treated
like a hobby. There is no tax relief, or soft loans and no initiative from government, in contrast to other
nations. As a result UK airlines face a diminishing pool of qualified and type rated pilots.With pilot training
costing £50–70,000, the pool of potential recruits is diminishing and some are concerned about the quality
therein. The CAA as a safety and standards regulator should have an interest in the quality of pilot training.
It should at the very least help to plan and predict future pilot requirements and should act to encourage
training eVort. BALPA is happy to work with the Authority on this. One additional concern in terms of
pilot training is the continuing curtailment of general aviation. GA is where pilots learn to fly and exercise
their professional skills. GA and business aviation are growing areas and we have to safeguard its place in
the industry. Pilot training is one crucial aspect of this.

Conclusions and Reflections

7.1 BALPA believes in the CAA as an eVective safety and standards regulator. However, as it is currently
constituted, it has become conflicted by its dual role as safety and economic regulator for the airline industry.
And although providing an excellent template for safety and standards it has not, because of resource
constraints, been able to enforce these as eVectively as it should. As a result it has missed some pivotal issues
aVecting the industry, and has failed to take forward agendas such as health and safety.

7.2 The CAA is we believe, overburdened with economic and commercial tasks, many of which conflict
with its goal as safety and industry standards regulator. In addition it should be responsible for overseeing
the safety aspects of air traYc control. But does it have to oversee the economic and commercial activities
of the industry? In our view many of its economic functions, such as determining the price cap regime for
user charges and for airports, conflicts with and even deflects the CAA from its core purpose as a safety and
standards regulator.

7.3 As a result there is a case for the CAA role to be redefined as a safety and standards regulator with
the addition of a distinct health and safety remit. To do so it must retain and even supplement its staV
strength. The CAA should be re-constituted as aNot for Profit concern, with an appropriate funding source
derived from Central Government, and supplemented by chargeable services to operators.

7.4 The economic and commercial activities of the CAA should be hived oV into a newly established
Transport Economic Regulator, dealing with all issues of transport market access, pricing and economic
regulation. This would bring in the disparate rail regulators and also those overseeing bus services, as well
as the emerging road pricing initiatives. The pooled expertise and shared experience would be vital to a truly
integrated transport policy.

7.5 The Aviation Health unit should be refocused on investigating health issues which aVect staV and
public. It should develop its own research agenda and providing expert advice to those aVected. It should
act independent of all stakeholders and be primarily concerned with prevention. Its expertise needs to be
supplemented to deal with the issues such as cabin air quality, DVT, radiation exposure etc. The UKAHU
could provide a lead to other EU nations.

14 November 2005
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Memorandum submitted by Prospect

Introduction

1. Prospect is the trade union representing all air traYc controllers and air traYc systems specialists
employed byNational Air TraYc Services (NATS), which is regulated by the Civil Aviation Authority, and
also represents professional and specialist employees of the Civil Aviation Authority, including the safety
inspectors and other specialists employed within the Safety Regulation Group of the CAA. All the members
we represent inNATS and the CAAhave a direct interest in the remit of the Transport Committee’s Inquiry,
and we therefore welcome the opportunity to submit evidence to this Inquiry.

2. We note that the scope of the Committee’s Inquiry is wide-ranging rather than focussed on any specific
aspect of the CAA’s role and responsibilities. Prospect’s primary interest, on behalf of the members we
represent in NATS and the CAA, is in relation to the regulation of air traYc safety. However, we also have
a direct interest in how the CAA discharges its statutory responsibilities in relation to the economic
regulation ofNATS; also the CAA’s role in airspace design, in relation to capacity, and changes being driven
by the Single European Sky legislation.

3. Prospect welcomes the timing of this Inquiry, which comes at a crucial juncture in the development of
the Civil Aviation Authority, given the external influences that will have a direct bearing on the regulatory
functions of the CAA, including:

— Single European Sky legislation and its impact on National Supervisory Authorities such as the
CAA.

— Increasing commercial pressures on National Air TraYc Services (NATS), following the PPP of
2001.

— Current Government policy towards regulation following the Philip Hampton review of March
2005 and the impending Government Bill for “Better Regulation”.

Against these developments it is essential that the CAA is suYciently prepared to meet the challenges
posed by these developments in terms of:

— Independence from Government.

— Capability.

— Resources.

— EVectiveness.

— Respect of those it regulates.

The Remit, Structure and Powers of the CAA

4. Since its inception under the 1972 Civil Aviation Authority Act, the Authority has evolved its role and
responsibilities and been required to fulfil its statutory functions in an ever changing and rapidly growing
aviation industry. Since the separation of NATS from the CAA in 2001 the residual regulatory functions of
the CAA have been divided between four distinct groups:

— Safety Regulation Group.

— Economic Regulatory Group.

— Director of Airspace Policy Group.

— Consumer Protection Group.

Whilst this division of responsibilities within the CAA may appear logical, Prospect is becoming
increasingly concerned that the organisational independence of each Group undermines the over-riding
requirement for cohesion in theway that theCAAdischarges its statutory responsibilities. There is a possible
risk that the current Group structure perpetuates independent organisational structures that are not “joined
up” to provide coherent regulation, particularly in respect of air traYc control.

5. The comment later in this submission on the relationship between the Economic Regulator and the
Safety Regulator arises from specific proposals within the price control framework for NATS during
Control Period 2, as published in September 2005. These proposals in themselves highlight some of the
conflicting objectives from within which the CAA has to operate. For example, the Economic Regulatory
Group of the CAA is seeking to incentivise NATS to reduce air traYc delays that occur during the peak
morning periods by applying a heavier weighting of delay penalty in that period; whereas NATS ability to
reduce delays by increasing airspace capacity is constrained by the restrictions imposed by the CAA’s
Directorate of Airspace Policy; and the economic pressure on NATS to reduce delays during that peak
period would compromise safety if air traYc flow rates were increased above target levels during peak
periods, thereby compromising the safety case required by the CAA’s Safety Regulation Group. In this
example three arms of the CAA are pursuing regulatory policies that would in certain circumstances be
contradictory to each other. It is in that context that we seek greater coherence in regulatory policy delivery
so as to horizontally integrate the separate organisational structures of the CAA.
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The Performance of the CAA in Relation to its Statutory Objectives and Functions

6. The performance of the CAA in relation to its statutory objectives and functions can, in part, be
assessed by its reputation. Historically the CAA has a proud and enviable reputation as an eVective
independent organisation with the highest standards of aviation safety in the world. It is highly respected
within the aviation industry, and there is a widespread perception that the CAA’s promotion of high safety
standards has enabled the UK to have the safest airspace in the world—a fact that can be verified by all
available Air Accident Performance Indicators.

7. However, no organisation can rest on past laurels, particularly in the safety critical aviation industry
which is continually changing and vulnerable to many external developments. It is essential, therefore, that
the CAA is visibly committed to a process of continuous improvement to ensure that it is capable of
maintaining the highest standards of air safety. There should be no dilution of those standards arising from
a combination of economic cost pressures coupled with industry pressure on Government for much less
regulation.

“Lighter Touch” Regulatory Framework

8. Senior CAA oYcials are on record as referring to the CAA adopting a “lighter touch” to regulation.
This is a theme gaining credence inGovernment, and positively recommended in the Philip Hampton report
on regulation published in 2005, which will be a key influence in the Government’s new proposed Bill for
“Better Regulation”. The rationale for “lighter touch” regulation is based on a belief that inspection and
enforcement should not be done without good reason, and that all regulation of industry should be targeted
and focussed. In other words a risk-based approach to inspection and enforcement rather than a “one size
fits all” blanket approach of regular inspection and enforcement.

9. Prospect is concerned that as the CAA moves towards this new lighter touch regulatory regime there
is a very real risk that the highest standards of air safety in theUKwill diminish. The other external pressures
bearing down on safety—particularly the financial squeeze of economic regulation and the economic
pressures driven by low cost budget airlines, will combine to undermine the CAA’s ability to lead regulatory
development and continued enforcement of the highest standards on which its reputation has been built.

10. As the airlines continue to cut their costs tomeet growing competitive pressures, and openly challenge
the cost recovery charges required by the CAA andNATS, the pressure onGovernment to cut “regulation”
will continue. It is often stated that “safety is a given”. This could be complacent—safety is not a “given”.
It can only come about through a framework of high standards based on best practice, set out in clear
regulations, updated by research, and eVectively enforced throughout the industry. Developing concepts of
“lighter touch” regulation runs a real risk of compromising eVective standards of safety and encouraging
greater pressure to reduce costs in all areas, including safety enforcement within the aviation industry.
Airlines seeking to cut costs through, for example, outsourcing catering sources has shown to introduce an
element of risk to continuous operations. Similarly, cost cutting in safety critical areas, if left unchecked,
would have risks of a far greater magnitude.

11. The Civil Air Transport Regulations are there for a purpose, and it must be an absolute rule that there
would be no exemptions from the regulations as published. Yet, we have had recent experiences of the CAA
being consulted by operations at NATS London Area Control Centre for dispensation to overcome the
essential SRATCOH (Scheme for the Regulation of Air TraYc Control OYcer Hours) regulations relating
to the hours worked by operational air traYc controllers. Dispensation to not comply with the regulations
as published was readily given. That could be the unacceptable consequences of allowing “lighter touch”
regulation.

The Effectiveness and Efficiency of the CAA’s Regulatory Framework

12. A key question in assessing the eVectiveness and eYciency of the CAA, is whether it has the necessary
capability and resources to discharge its statutory objectives and duties. In order to be an eVective safety
regulator, the CAA is required to employ teams of highly skilled professionals with suYcient credibility
within the industry and the necessary depth of civil air traYc experience. There continue to be unfilled
professional posts in the Air TraYc Services Investigation arm of the CAA, which it is required to
investigate, report on and initiate follow-up action in respect of civil air traYc aspects of aviation accidents,
incidents and airprox reports. As the Transport Committee observed in its 1999 report on civil aviation, the
CAA must be in a position to attract the best quality candidates for recruitment. Despite a number of
separate initiatives for recruitment and market pay supplements, there continues to be a gap between the
resources required and the staV in post.

13. A common factor in the recruitment diYculties is that CAA salaries are lower than those available
in comparable posts within the larger air traYc service units of NATS.Within the past 18 months there have
been two separate recruitment exercises which failed to attract suYcient suitable candidates, leaving the
posts unfilled. Whilst the CAA is aware of its need to pay comparable market rates, it has consistently
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allocated insuYcient resources to match equivalent salaries in NATS for such posts as air traYc area
inspectors and air traYc systems engineers. It is essential that the CAA has the necessary resources and
commitment to attract the best quality professional staV and retain them within the CAA.

14. As indicated earlier in this evidence, Prospect has a specific concern about the relationship between
economic and safety regulation as applied to NATS. The Economic Regulatory Group within the CAA has
now confirmed its final decision to apply heavier financial penalties for aggregate air traYc delays that occur
during the peak morning period (5am to 9am). Prospect maintains that this decision based on economic
criteria will impact on air traYc safety, and thus conflict with the over-riding requirement of the Safety
Regulation Group of the CAA to maintain the highest standards of air traYc safety.

15. Prospect has expressed its concerns directly in written submissions to the CAA Economic Regulator
during the extensive consultation on the price control proposals for CP2. We have argued that there is a
direct correlation between air traYc delay and safety considerations. Delays attributable to air traYc control
normally arise as a consequence of enforced reductions in traYc flow within particular sectors in order that
air traYc controllers and the systems can cope with the given level of air traYc movements within the
available capacity at that particular time. Reducing the flow of traYc is, therefore a safety tool to minimise
the risk of loss of separation or overload. In that context, the proposal to double the financial penalties tied
to NATS delay performance maybe perceived as a pressure to compromise safety by increasing traYc flow
when capacity is limited, in order to avoid incurring significant financial penalties. Incentive schemes
designed to regulate service delivery by reducing air traYc delays should be focussed solely on increasing
airspace capacity not through the direct measurement of air traYc delay at particular times or on particular
individual delays. Prospect does acknowledge that it is not the intent of ERG’s proposals to influence day
to day operational decisions on traYc flow.However wewould emphasise that such delay penalties designed
on economic criteria do in themselves create a culture of avoiding air traYc delays at peak penalty periods
at all costs, and thereby will inevitably influence day to day decisions taken because of the new focus taken
on reducing delays so as to avoid financial penalties. As a result of the Economic Regulator’s proposals,
NATS has already committed itself to finding £132 million of savings compared to its 2004 Business Plan
for its en-route business; and is now required to find a further £50 million of cost savings to meet the
Regulator’s final proposals. Our fear is that undue pressure will be placed on en-route operations to avoid
any risk of further financial pressure through having to pay delay penalties.

16. The Economic Regulator has assured Prospect that these proposals were assessed by the Safety
Regulation Group. It is not clear how this assessment was undertaken, and how the CAA can eVectively
reconcile its economic regulatory remit with its over-riding safety remit.

Safety Research

17. An essential capability of the CAA’s Safety Regulation Group is the ability to undertake research
into emerging aviation technologies as well as investigating new innovative approaches to safety
management systems. Yet, there is clear evidence that the Research Department of SRG is being run down,
on an expectation that this would become a European-wide capability, even though the newly formed
EuropeanAviation Safety Agency (EASA) will not have its own research facilities.We invite the Committee
to enquire how this research gap will be filled by EASA.

Effect of Growing International and European Union Co-operation on theWork of the CAA

18. One of the greatest challenges facing the CAA at the present time is how it responds to developments
in Europe. The Single European Sky legislation is now in place which will have a significant impact on air
navigation service provision across Europe over the next 10 years. Whilst there will now be growing
collaboration between air navigation service providers (ANSPs) such as NATS, in developing cross border
Functional Airspace Blocks (FABs); there will still be a single National Supervisory Authority (NSA) for
each country to regulate the air service providers and ensure common standards throughout Europe. In
addition, and more significantly for the CAA, the new European Aviation Safety Agency will be given the
power to impose its own European-wide standards.

19. EASA expects to take on many of the roles previously undertaken by professional staV in the CAA’s
Safety Regulation Group. This is having a considerable negative eVect on recruitment in the roles that SRG
will continue to fulfil as the National Supervisory Authority in the UK. It is in that context that the CAA
must be able to clearly define its role, purpose and future within the new European framework for air traYc
management.

20. Prospect’s over-riding concern is that as EASA is established the high standards of aviation safety on
which the CAA has built its reputation will be diluted in order to meet the average of all EuropeanNational
Supervisory Authorities. It is essential that the remit of EASA supports the very high standards of aviation
safety established in the UK by the CAA.

21. We suggest the Committee consider the funding of the CAA, with the suggestion that this should be
at least partly from departure tax to create more financial independence from those that the CAA regulate—
significantly the airlines. This will increase UK airline competitiveness and allow the CAA to operate with
clearer objectivity.
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22. As joining EASA was a political decision supported by DfT, CAA staV should not be financially
disadvantaged as a consequence. There should be no reduction in terms and conditions of service as a result
of the new European dimension. CAA transition costs, which are significant, should come from DfT, not
from the CAA.

23. EASA is inadequately resourced in some areas of national interest. TheCAA should retain the power
to intervene where EASA fails to address the issue, for example oVshore helicopter operations, important
for the UK oil and gas industry.

Conclusion

24. Prospect appreciates the opportunity to submit evidence to the House of Commons Transport
Committee’s timely Inquiry into the work of the Civil Aviation Authority. Our principle concerns relate to
the inter-relationship between economic and safety regulation, and ensuring that there is a “joined-up”
coherent Civil Aviation Authority. The CAA must be able to meet the challenges of a rapidly changing
aviation industry and economic framework. To meet those challenges, the CAA must have:

— Independence from Government, particularly in respect of “Better Regulation initiatives”.

— Independence financially from those that it regulates bymoving to funding based on departure tax.

— Capability to meet the challenge it faces.

— SuYcient resources to fund its work.

— EVectiveness in what it does and to protect UK specific interests.

— Specific DfT funding for CAA transition costs as rulemaking responsibilities transfer to Europe.

— CAA staV terms and conditions to be maintained.

25. We would welcome the opportunity to elaborate on these points in oral evidence to the Transport
Committee.

14 November 2005

Witnesses: Mr John Eagles, Technical Chairman, Executive Committee, Association of Licensed Aircraft
Engineers; Captain Mervyn Granshaw, Chairman, British Airline Pilots Association; andMr David Luxton
National Secretary, Prospect, gave evidence.

Q155 Chairman: Gentlemen, you are most warmly
welcome. I apologise for making you wait, but I am
afraid, as you probably realise, we had a number of
questions that we wished to ask our previous set of
witnesses. Would you be kind enough to identify
yourselves for the record.
Mr Eagles: I am John Eagles, the Technical
Chairman for the Association of Licensed Aircraft
Engineers. We are the union for the licensed aircraft
maintenance engineers.
Captain Granshaw: Good afternoon, Madam
Chairman. My name is Mervyn Granshaw and I am
the Chairman of the British Airline Pilots
Association. I have been employed in the aviation
industry for 29 years and I hold a seat on the CAA’s
FixedWing Advisory Group as a scheduling expert.
I am serving my third term as BALPA’s elected
Chairman. I am still an active pilot.
Mr Luxton: I am David Luxton, National Secretary
of the trade union Prospect and we represent
specialists working within the Civil Aviation
Authority and also all of the air traYc controllers
and air traYc engineers working for NATS.

Q156 Chairman: Does anybody have something
they want to say briefly before we start? Can we go
straight to questions then. I am very grateful to you
for coming this afternoon. You may have heard
some of the questions that we were putting to the
previous set of witnesses. Prospect and BALPAhave
both argued that there are conflicts between the
objectives of the CAA, and BALPA has suggested

transferring the economic and commercial activities
of the CAA to a transport economic regulator, that
this would be more eYcient, and Prospect has called
for greater horizontal integration of the separate
organisational structures. What are the relative
merits of each of these approaches?
Mr Luxton: If I may start, Madam Chairman, our
concern about the way in which the CAA is
organised is that we do sense that there is a sort of
stove-pipe approach to their organisational
structures so that we have economic regulation,
safety regulation, airspace regulation, and consumer
protection regulation, all of that acting
independently and there is a feeling—

Q157 Chairman: Independently, so you are
suggesting they all operate in parallel lines?
Mr Luxton: Yes, in this stove-pipe approach. Our
view is that there is a case for much closer
integration, to have a more joined-up CAA which
we believe would be more eVective then in fulfilling
its overall requirements. The specific example that
we have drawn attention to in our submission relates
to air traYc delay penalties that were imposed on
NATS through the economic regulation and our
concern is that that raises a number of safety
concerns whichwe have detailed in our paper andwe
are not as yet convinced that there has been a full,
rigorous safety assessment of that economic
regulation requirement and, for that reason, it
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underpins our view that there needs to be better
horizontal integration between the diVerent strands
of the CAA.
Captain Granshaw: I endorse the description, it is
very powerful in the Prospect submission, but I
think our view is slightly diVerent. We have heard
from the CAA today about the diYculties they have
had in covering their broad panorama which has led
them to, I suggest as a reaction, adopt a lighter touch
as opposed to a proactive strategy, and we will
probably come on to that later becausewe have great
reservations that the one-size-fits-all type of
regulation is suitable for aviation where safety is so
important. We feel that they should really focus on
their primary role which is of a safety policeman and
there is a conflict and it does in addition, through the
charges structure, in our view, lead to the airlines
having a dominant influence that is diYcult and is in
competition with safety in the way it is structured at
the moment.

Q158 Chairman: But supposing in fact there was an
independent regulator that covered everything, do
you not think it would be possible that that body
could create policies that were in direct conflict with
the need for safety in aviation?
Captain Granshaw: I think that it would be better
handled if the organisations were separate because
the role of the separate and independent safety
regulator would be paramount. I think we all sense,
and I sense, here that there is this feeling of diluted
safety and it is there. We have not felt it yet, but it
is there.

Q159 Chairman: Is there any evidence? Is there real,
hard evidence of a conflict of interest because the
case that you are making really only makes sense,
and it is the same forMr Luxton, if you can actually
say, “This is more than a gut feeling.We actually can
demonstrate that they are moving towards a
situation where there is a conflict of interest”?
Captain Granshaw:Well, an example, and there are
several, is in the harmonisation which has happened
in Europe with the Scheduling Regulations for my
colleague flight crew. I think we know empirically
that we are in the safest EU state for our industry
andwe are fortunate to have a good safety regulator,
but that it cannot do better and be structured better
is the matter in question.When we have harmonised
our Scheduling Regulations, what we have actually
done is harmonised down, so there is evidence that,
against a fairly aggressive attack from employer
trade groups, the economic side does have a very
powerful and influencing voice.

Q160 Chairman: Mr Luxton, did you want to
comment on that? You would not disagree with that
presumably?
Mr Luxton: No, I would not, I endorse those
comments.
Chairman:Mrs Ellman?

Q161 Mrs Ellman:What are the problems that you
see with EASA?

Captain Granshaw: They have been described very
eloquently by Sir Roy. It did have an unfortunate
start. I think one thing that he was perhaps unable
to say is that it is currently badly led. He may have
just implied that. It is under-resourced, it is under-
funded. It is the way to go and what we have to
appeal to you andGovernment to do is tomake sure
that the resource is there and the funding is there.

Q162 Chairman: Badly led in what sense? One
person’s general facing the wrong way could be
somebody else’s saviour.
Captain Granshaw: Yes, I think it is becoming
recognised generally, and I think Sir Roy suggested
that whilst he and his team were a lone voice a year
ago, they are not so now. Regulation is not even
throughout Europe. There are very small numbers
of experienced regulators and in places no
regulators, but the major experienced regulators in
Europe now have serious doubts about their
capabilities. I think we all feel it is right to move in
that direction but not to move ahead of their
capabilities, which is clearly evident now, and the
point that wasmade quite eloquently about stopping
research before the other one is ready is clearly
ridiculous.

Q163 Mrs Ellman: What have been the most
important reasons for moving in this direction?
Captain Granshaw: I think we did it with the car
some years ago. To produce a car and then have to
have it tested in every European state is, frankly, a
waste of time and money, and the same thing with
aircraft type certificates and so on and so forth. If
you can agree a single standard then one test for it
should pass it across all of Europe. We are one body
with one set of standards. As was explained, this has
been going on for some time. It started with the
design of Concorde which was an English/French
arrangement through the JAA and there has been a
lot of work that has been done quite successfully.
The problem with the JAA is that it had no legal
basis and the problem with EASA is that it is
running ahead of its abilities. I have an additional
problem with EASA and that is that one senses the
CAA, if it is possible for an organisation to have one
of these, does have a conscience. There is a sense of
responsibility and accountability. I sense in EASA
that if the rule book is written and the rule book is
followed then that is as far as they feel they need to
be accountable and there is no conscience that
anybody I speak to is able to detect in EASA, and in
safety I think that is an important omission.

Q164 Mrs Ellman: You are saying that you are not
opposed to the principle; it is how it is being done
and how it is being run?
Captain Granshaw: Absolutely.
Mr Eagles: I would agree with that. EASA was
formed with very little debate rather hurriedly and it
is proving it as it is becoming more used. For
instance, the top four levels of management of
EASA are non-aviation people.
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Q165 Chairman: EASA?
Mr Eagles: Yes.

Q166 Chairman: Non-aviation people?
Mr Eagles: Yes.

Q167 Chairman: Do we know what they are,
Mr Eagles?
Mr Eagles: The head of it, M Goudou, came from
the French defence industry, nothing to do with
aviation, and I think now we can begin to see the
problems that the CAA and we are having as well.

Q168 Mrs Ellman: How big is the problem of CAA
staV leaving in anticipation of the work that EASA
is going to do?
Captain Granshaw: That is a question best directed
to them but certainly from our point of view
attracting competent people into certain areas in the
CAA has always been diYcult. It is very diYcult to
find anyone from among my colleagues who fly.
There are no market rates of pay so to attract
experienced captains to go in to monitor the safety
regulation has proved almost impossible. With this
new dimension, frankly, it is way out of alignment.
There are also educational restrictions and various
other limitations that mean the right people who
may have spent 25 years in the industry and have an
enormous amount of experience are, because they
may not have some particular tick in some particular
box, not eligible to apply to EASA, so I think there
are some fairly fundamental flaws in its structural
and human resources requirements.
Mr Eagles: If I can give an example there. If an
engineer from the CAA wants a position within
EASA, the EASA requirements are first of all a
degree and secondly experience. Most European
engineers have to have a degree before they can
practise.We adopt amore practical approach in that
our engineers are practical people.

Q169 Chairman: You like them to know a bit about
engineering?
Mr Eagles: Yes.

Q170 Chairman: Strange!
Mr Eagles: They are more practical. To get a job
within EASA the qualification is first of all a degree
followed by somany years experience. Consequently
our engineers from the CAA are at a disadvantage
so we are not getting the people from the CAA into
EASA that we would like.

Q171 Mr Leech: Just on that point, so are you
suggesting then that the best people—and I presume
we have the best people in this country—may not be
getting jobs purely because they do not have
degrees?
Mr Eagles: Yes.

Q172 Chairman: There is no recognition of
comparable engineering qualifications; is this what
you are telling us?

Mr Eagles: That is right, yes, it is only from the
degree and from that time onwards does their
practical experience count.

Q173 Chairman:Oh, so you could be 30 years doing
the job but if you have not got a degree or you
worked for the École Nationale then—?
Mr Eagles: Yes, that is correct.

Q174 Chairman: Has anybody pointed out that this
is a mild form of discrimination?
Mr Eagles: It is indeed, yes.
Mr Luxton: If it helps, Chairman, we had a similar
problem over the licensing of air traYc controllers. I
know it is not specific to this inquiry but there the
initial proposal was that every air traYc controller
would need to have a degree whereas of course the
requirement is more about practical aptitude and
spatial awareness and attributes that are not related
to academic qualifications.
Chairman: I do not find it entirely surprising that
Europe does not require any knowledge of the
subject but I find it a little unusual and at least we
could have made it clear that we did not think this
was the way forward.

Q175 Mrs Ellman: Is this issue being pursued by
Prospect?
Mr Luxton: Certainly in the example I gave we have
pursued that successfully during the UK
Government Consultation in terms of the European
licensing and there is not the strict requirement now
for the degree level in terms of the licensing
arrangements that will be introduced shortly, but I
thought it is relevant to this discussion.

Q176 Mr Leech: If you have been successful,
Mr Luxton, is there any likelihood, Mr Eagles, that
you will be successful in terms of the engineers?
Mr Eagles: Possibly. The main body of people is
coming from the Civil Aviation Authority and I
would think that they are going to push that idea
forward.

Q177 Mr Leech: So are you aware that the CAA is
pursuing this?
Mr Eagles: I know that they are aware of the
problem. I do not know what action they are taking
to pursue it.

Q178 Mrs Ellman: BALPA have said that the CAA
ignores aircraft crews’ and cabin crews’ health and
safety requirements.What was the evidence for that?
Captain Granshaw: It was news to me what was
described earlier in evidence about research. There is
very serious research underway with the FAA that
we have appealed to the CAA to join in with and as
far as I am aware they have resisted that. We have
also appealed for support into research to collect
better data, to collect better evidence, to better
understand the issues. The facts are, of course, that
the oils that run in a jet engine are extremely toxic
and when engines are either poorly maintained or
seals fail or other problems occur, which happens
from time to time, it is that air that is bled oV and you
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breathe as a passenger or crew member in the
aeroplane, and some individuals when there are
these episodic moments (and they are not that
common but they are more common on some engine
types and some aeroplanes) are seriously and
permanently aVected, but it is so episodic as to be
diYcult to track. The reports are probably not
collated properly and it is our belief that we should
be looking into this now.

Q179 Mrs Ellman: You believe that this is a serious
problem?
Captain Granshaw: Yes. We have a number of
members who have lost their medical licences and
are unable to continue with their careers as a result,
we believe, of organophosphate poisoning.

Q180 Mr Scott: From what you were just saying
would you agree that for an airline which is not
registered in Britain, as a number of budget airlines
are not, if they came within the jurisdiction of the
Civil Aviation Authority that would alleviate some
of this problem you have just mentioned through
proper servicing of the aircraft?
Captain Granshaw: I think Sir Roy did describe the
problem with it, that altering the way we currently
regulate in that context would be like pulling the
roots up.

Q181 Chairman: Is that not an IATA
recommendation?
Captain Granshaw: I am not sure where the
recommendation comes from but what I would say
is that not all regulation is the same. ICAO are the
overall regulator and it does conduct an audit and
there are marks and measures given, but we are
aware that some of the airlines—we now call them
trans-national airlines—operate in a regulatory
twilight zone and their choice of place of regulation
is determinedmore by the cost of that regulation and
the chances of being stopped by the regulator. It is
far easier to be regulated over there and then operate
somewhere completely diVerent. It is an area that
needs addressing. It would be ideal for us to be
stronger in that arena. I do not think it is possible in
an aeroplane that arrives into UK territory for half
an hour or an hour, with the best will in the world
you could flood it with engineers but actually could
you get to the core of just how safe that airline is; the
answer is probably not. I think there was a definition
that was missing in European law which was
“principal place of business” and I think that if your
principal place of business is in theUKor you have a
significant place of business in the UK you probably
should be regulated in the UK. We have seen what
happened with the merchant fleets and flags of
convenience. We are drifting into that twilight zone.

Q182 Mr Goodwill:A question forMr Eagles really.
Whilst reference has been made to airlines that
operate in many countries but are flagged out for
reasons of convenience, there are a number of
emerging airlines flying from countries that people
had not heard of 10 years ago into the UK. Is it your
opinion that some of these airlines would fail

inspections were they to be based in the UK and
subject to the rigorous regime of inspection and
engineering expertise that you can give flag carriers
in this country?
Mr Eagles: Yes, there are a number of aeroplanes,
and it applies also in general aviation, where British
owners of aircraft register their aircraft in, in
particular, the United States where because their
National Airworthiness Authority does not have to
get its finance from the industry, in other words the
state pays, therefore the aircraft are operated
cheaper, and we have quite a lot of American-
registered aeroplanes—Bahamian, British Virgin
Islands—just operating on a flag of convenience.
Coming back to your other question—

Q183 Chairman: Can I just you there for a second,
Mr Eagles, because Captain Granshaw made the
important point that we are drifting into this
equivalent of flag of convenience. Quite apart from
the actual registration of the individual flights, is
there any individual check made by the CAA of the
numbers of times in which primary services are
operated within the United Kingdom for aircraft
registered elsewhere?
Mr Eagles: I am not sure of this but certainly British
aeroplanes can be maintained in any European state
now and some of the emerging European Union
States’ maintenance facilities are probably not as
good as they should be.

Q184 Mr Goodwill: This is not anything to do with
the fact that their engineers are paid much less than
engineers in the United Kingdom? Is it a genuine
safety issue or a protectionist issue in connection
with your members?
Mr Eagles: No, it is a genuine safety issue. On the
safety issue that wasmentioned earlier on, one of the
problems we feel is that the CAA are not strong
enough in making British Airways or national
carriers regulate their maintenance. For instance,
the licensed engineer was always present at the
departure of an airliner and that now has been
withdrawn, so that now for an aircraft of British
Airways departing fromGatwick orHeathrow there
is not a licensedmaintenance engineer in attendance.
One is available but he is not in attendance on the
ramp as we feel he should be. The Australians had a
similar problem and their union kicked up about it
and managed to preserve the licensed engineer on
the ramp.

Q185 Mr Goodwill: Do you think there is enough
communication between engineers in new Member
States with regards to the blacklisting of certain
airlines and do you think the blacklisting system is
too blunt a tool and it could be refined in some way?
MrEagles: I think it is too blunt a tool. I do not quite
know its legality. Can we stop another European
state’s engineering company looking after an
aeroplane? I do not think we can.
Mr Goodwill: I was thinking more in terms of an
airline from, say, an African country or a central
European country which has had concerns raised
about it. There seems to be no halfway house. Either
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nobody knows a thing about that airline or all of a
sudden they are blacklisted. How does that work in
that period between concerns being raised and that
blacklisting?

Q186 Chairman:Do you know the Federal Aviation
Authority’smethods of operation in relation to third
countries? Are you aware of way that the FAA
discipline and control third country aircraft and
would you think that was a better system?
Mr Eagles: I would think it is, yes.

Q187 Chairman: Captain Granshaw?
Captain Granshaw:Absolutely, the blacklist is a very
crude tool and will not actually solve the core
symptoms.

Q188 Clive EVord: Can I just follow that up. Just
enlighten me, what is the situation if a plane is
considered defective in any way? Presumably we
have the authority to ground it?
Mr Eagles: In our own country, yes.

Q189 Clive EVord: So even if it has been maintained
elsewhere if it is not deemed safe it would not be
allowed to take oV again if it landed in the UK?
Mr Eagles: It would be the Civil Aviation Authority
inspector.

Q190 Clive EVord: How eVective is that in
maintaining standards even for aircraft that are not
maintained in the UK under the CAA’s standards?
Mr Eagles: I do not think it occurs very often but it
is there and it does happen.

Q191 Clive EVord: In your opinion, does it have an
eVect on other airlines that use the UK?
Mr Eagles: Yes.

Q192 Clive EVord: So in a sense they are applying
UK standards?
Mr Eagles: That is right. I believe it makes them
think twice about sending defective aeroplanes here.

Q193 Clive EVord: Can I move on to staYng.
Prospect has told us that there are unfilled
professional posts in the Air TraYc Services
Investigation arm of the CAA and has suggested
that there are some key posts that have remained
unfilled because of the lower salaries that the CAA
pay in comparison to NATS. We asked questions
about that earlier on. I do not know if you heard the
answers but we were told that that situation is being
resolved. Would you care to comment on that?
Mr Luxton: I can confirm that as of today there are
still 70 unfilled vacancies within the Civil Aviation
Authority as a whole. That was information I was
given as of this afternoon. The point weweremaking
there about the market rates is simply that there is a
recognition that in order to attract the people who
are going to be regulating eVectively NATS on the
air traYc side, you need to have very experienced air
traYc controllers coming in, obviously with that
relevant experience, and there is a widening of the
gap between NATS’ salaries and those at the CAA.

Whilst I would, modestly, like to put that down to
my negotiating skills on behalf of the air traYc
controllers in NATS but the fact is that we have not
managed to maintain those same salary levels within
the CAA. The way we attempt to bridge that gap is
through market supplements and we have
negotiated with the Civil Aviation Authority on
market supplements. Our issue there is that we do
not believe the CAA has suYcient resources to plug
the gaps that are needed to bridge those gaps in every
area and it does mean that they have recruitment
campaigns that fail to get the necessary people in
that they require.

Q194 Clive EVord: Just so that is clear because you
have said in your evidence that “within the past
18 months there have been two separate recruitment
exercises which failed to attract suYcient suitable
candidates, leaving the posts unfilled”; you are
saying that is still the case?
MrLuxton:That is still the case. Clearly there is a lot
of fluidity within that, that you get some posts that
have been filled but you get gaps elsewhere and then
other people leave, so you have got these constant
gaps and it is diYcult for the CAA to staV up to their
full cadre. Our issue here is that it is important that
they have the resources and the market rates
appropriate to get the right people in. Whether it be
the air traYc inspectors or the flight operations
inspectors, it is essential that we have the right
salaries to attract the best calibre of people for
those roles.

Q195 Clive EVord: It is not a question of there not
being people out there with the appropriate skills; it
is a question purely of market forces not paying
enough?
Mr Luxton: It is a market forces issue.

Q196 Clive EVord: Is there an issue—and this is an
open question to any of you—about the experience
with which people come to work for the CAA
concerning over-reliance on former military
personnel rather than people with civilian
experience? Is that an issue at all?
Mr Luxton: We did not articulate that in our
evidence but there is certainly an undercurrent there,
a feeling that there is too much reliance on ex-RAF
rather than personnel with civil aviation experience.

Q197 Chairman: You heard the suggestion, which
we know is of course an accurate one, that they work
alongside your own traYc controllers, do they not?
Mr Luxton: Yes, they do.

Q198 Chairman: So why should there be
automatically, to be devil’s advocate, a gap between
their knowledge of how the system works and your
own controllers’ knowledge about the system? They
may have diVerent functions but they do work
alongside one another.
Mr Luxton: They do. Our concern is that there is an
over-loyalty towards the needs of the military users.
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Q199 Chairman: So it is perceived. You cannot
necessarily demonstrate there is a problem; it is
perceived?
Mr Luxton: That is fair comment. It is the
perception that there is not suYcient civil aviation
experience.

Q200 Chairman: Captain Granshaw wants to add
something.
Captain Granshaw:As a receiver of the service—and
I have received both because one occasionally has to
fly into military-controlled airports like Gibraltar
and also the civil-controlled airports around the UK
and worldwide—there is a very great diVerence
between the demands and requirements placed upon
a military air traYc controller and a civil air traYc
controller and we in the UK are a very small island
with a tremendous amount of congested airspace. It
is great that they work together but I went to
Swanwick Centre late last year for a tour round and
it is not quite as together as you would imagine. It is
not side-by-side together.

Q201 Chairman: They do in some areas work on the
same consoles, do they not?
Captain Granshaw: In some areas, yes, but I would
advocate that you draw from a broad spectrum, and
the same applies to flight operations inspectors from
aircrew, as there is a diVerence. There is a diVerence
between somebody who can ride on a roller-skate
and somebody who drives an HGV, although they
may both have wheels on, and the same applies
with aircraft.

Q202 Chairman: That is an interesting definition!
Mr Eagles: The engineering recruitment for the
CAA is from engineers who have been involved with
airlines mainly, and of course we have got the two
fields, the airlines and general aviation, general
aviation being all aviation other than commercial
transport, and in consequence most of the CAA
surveyors come from airlines and know very little
about general aviation, light aeroplanes, small
aeroplanes, so we have a problem and always have
had that problem.

Q203 Chairman: Did you hear Sir Roy, he rather
indicated that although that might necessarily be
true this was partly because of the diVerence in the
volume of work. In other words, general aviation in
this country would not constitute the bulk of the
work done by those who were having to regulate its
functions. Would you accept that or do you think
that that is an overplay?
Mr Eagles: There are far more general aviation
aeroplanes that are regulated than there are
airliners. If you add to this the CAA also regulate
gliders and home builds through the various
organisations, general aviation has a lot of
aeroplanes.

Q204 Clive EVord: Could the CAA’s recruitment
diYculties be eased by an increasing delegation of
work to suitably qualified and experienced
organisations or people?

Mr Eagles:Yes, it could indeed, as they delegate the
regulation of gliders to the British Gliding
Association and the home builds to the Popular
Flying Association.

Q205 Chairman:Do youmind if we move on. Could
I ask you very quickly about EASA, do you mind if
we move on. Is it fit for purpose?
Mr Luxton: I would say not. There is one issue that
I think is of particular concern at the moment and
that is the eVect of no aviation research being done
by the CAA.

Q206 Chairman:You simplymentioned that in your
evidence but you notice the suggestion was that, yes,
this was true because they would not have any legal
status in the matter after the transfer of
responsibilities to EASA.
Mr Luxton: I note that the CAA have undertaken
now to give you a list of what research they are still
undertaking but what I am arguing is that there are
serious gaps developing now in the research. I will
give one specific example. We did refer in our
submission to research into oVshore helicopter
operations. Thatmay not be a big priority for EASA
because it is primarily something that occurs in the
UK with our North Sea interests, but there is a
considerable amount of research that the CAA had
been doing in trying to get better protection for
helicopter crews when their helicopters upturn in the
strong winds and volatile conditions of the North
Sea. A research programme that has recently been
stopped was research that was developing
techniques for the helicopter to flip sideways after
ditching into the sea to allow people to escape rather
than to flip upside down, as it does at the present
time. It concerns me that what to me seems a very
important area of research is now lost, fallen
between the two stools of CAA and EASA.

Q207 Chairman: Captain Granshaw, you said
specifically you thought the CAA had got a blind
sport on the health and safety of aircraft crews?
Captain Granshaw: Yes.

Q208 Chairman: What scientific evidence is there
that would support that?
Captain Granshaw: As I say, we do have some
evidence which we are currently sharing.

Q209 Chairman: You were not aware that the CAA
were undertaking this inquiry or at least a
preliminary examination?
Captain Granshaw: Absolutely not, no. In fact, we
believed that when we appealed to them to join in
with the $2 million FAA research programme they
actually said no to us.

Q210 Chairman: How long ago was that?
Captain Granshaw: In the last three months.
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Q211 Chairman: In the last three months?
Captain Granshaw: Yes.

Q212 Chairman: So it has been quite a rapid
decision?
Captain Granshaw: It is a very topical issue.

Q213 Chairman:Can you explain to us when you are
talking about the relationship between EASA and
CAA as being “almost a master servant situation”
what you had in mind, Mr Eagles?
Mr Eagles: Yes, the ultimate responsibility
originally was the Civil Aviation Authority. EASA
was brought about rather hurriedly and rashly. It
now overrules the CAA and in fact EASA
regulations overrule the Air Navigation Order
which is a British statutory instrument, so already
we have the situation where the CAA cannot move
without the go-ahead of EASA, so EASA is the
master and the CAA is the servant.

Q214 Chairman: Prospect, have you got any
evidence about the numbers of experienced people
who are leaving because of the uncertainty because
of this interregnum that we have been talking about?
Mr Luxton: No specific figures. It is anecdotal from
people who talk to me and convey feelings of
colleagues.

Q215 Chairman: So is the morale level low?
Mr Luxton: The morale level is very low at the
moment with all the uncertainty created with the
transition to EASA. I think a lot of this is about
transition. It seems to me that there has not been
suYcient attention given to giving EASA its role and
having it up and running and fit ready to take over its
new roles. I think those are issues of leadership and
direction and having the necessary resources in
place. To put it into context, EASA has a staV of
around 200; the Safety Regulation Group of the
CAA has a staV of around 700. So there is a huge
disparity and when the CAA are examining 10,000
separate safety-related incidents each year through
their Safety Data Unit and analysing that data, that
gives an indication of the size of the task to keep
monitoring safety.

Q216 Chairman: Have you any clear exposition of
what the changes in staV numbers or the transfer of
responsibilities or the access to European-wide
facilities would be which would aVect materially
your staV?
Mr Luxton: I have not no clear visibility of that but
I do know that there is a lot of uncertainty now as to
how it is all going to work in the future. As I say, I
think these are very serious problems of transition.
There is clearly a case for EASA in terms of having
better co-ordination of safety across Europe, so the
concept is not flawed; it is the way in which this
organisation has been set up and, as I say, the
leadership and other issues that have caused the
current problem.

Q217 Chairman:From all of your points of view, are
the interests of consumers and airlines the same
when it comes to regulation of airport charges?
MrLuxton: If Imay, on safety, the interests of all are
the same and it is a question of interpretation in
terms of value for money and risk assessment and
the investment required to ensure safety. We have
made an argument that, if anything, consumers
should be paying more in terms of departure tax as
a way of funding the CAA to ensure that it has the
necessary funding it requires for the work it needs to
undertake on behalf of the industry.

Q218 Chairman: Captain Granshaw, are you aware
of the height and location of flight paths being
changed on a piecemeal basis?
Captain Granshaw: Not on a piecemeal basis but
certainly not with the co-ordination that we think
would be sensible.

Q219 Chairman: Is suYcient notice taken of the
environmental impacts of aviation, particularly
flight paths?
Captain Granshaw: Environment is a very topical
subject and I think aviation can be proud of its
record. The issue is one of safety. If you invent a new
environmental standard you have to allow us time to
develop an engineering practice that will deliver it
safely and introduce it. If I look back over my nearly
30 years in the industry and I look at the noise
footprint, constituents around Heathrow do not
have to wear earplugs for Tridents and 111s any
more and fuel eYciency improvements are
enormous. I am told anecdotally—

Q220 Chairman: They are not always persuaded of
course of the improvement in their condition given
the extra numbers of flights but I accept what you
say.
Captain Granshaw: And we do not resist it. The
industry does not resist the continuing
environmental improvements, but at the end of the
day it is not the industry that drives itself; the
consumer drives the industry and the consumer
wants to travel.

Q221 Chairman: They are usually the ones who go
home having got oV a plane to write a letter of
complaint. Do you think the CAA oVers a 24-hour
service on a suYcient basis right the way across all
of its responsibilities or do you think that too much
of it is done on a nine to five basis?
Mr Eagles:No, on the contrary, I have known Civil
Aviation Authority surveyors who have stayed long
after hours to finish an aeroplane for me. So
certainly the engineering staV are very dedicated to
their jobs.

Q222 Chairman:You did say at one point that there
was a not very eYcient electronic answering service
which means contacting the personnel licensing
departments could be very diYcult indeed. Was that
particularly what you were thinking of?
Mr Eagles: Yes it was really. Just try it, it is very
hard, you just go round and round and round.
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Q223 Chairman: That unfortunately does not make
it unique.
Mr Eagles: No.

Q224 Chairman: Finally, do you think the CAA is
suYciently accountable to the people it regulates,
what Sir Roy called the regulatees?
Captain Granshaw: Do we think it is suYciently?

Q225 Chairman: Accountable?
Captain Granshaw: My colleagues and I have an
issue in the sense that if we were doctors we would
regulate our own profession and here we are as
safety professionals and we do not regulate our own
profession. Sometimes one feels that one attends as
a guest, as an observer but not as an equal
stakeholder.

Q226 Chairman: How could that be aVected by this
so-called called “light touch”?
Captain Granshaw: I do not think the light touch is
right for aviation. I think that there is a diVerence
between regulating a biscuit factory and regulating
something where safety is in the core of everything
you do. I question seriously whether lighter

Supplementary memorandum submitted by the Association of Licensed Aircraft Engineers

Supplementary Information

I have followed the inquiry with interest. In my 53 years of professional involvement with aviation, I have
not witnessed so many changes as have occurred recently.

Some of the Problems with the CAA

The CAA. within the working remit, handles matters very well. Unfortunately the changes to which I
allude, are not of the CAA’s making. They all come from a new strata of bureaucracy imposed upon them
from Europe, the European Aviation Safety Agency.

EASA makes the rules but relies on National Airworthiness Authorities to interpret and enforce them in
their own country. We are finding that individual nations are interpreting them in diVerent ways, and the
standard of enforcement varies.

Within the International fraternity of aircraft engineers, we have noticed a lack of requirement for
standardisation. EASA has this marked down for investigation but under their timetable it will not be
started for another four years. They have not as yet even appointed a Head of Department!

The overall problem is that the CAA has to be financed by the industry. At the Annual Congress of
Aircraft Engineers International in Athens to which ALAF. is aYliated, Eric Sivel of EASA gave us an
introductory presentation. When I enquired when FASA was going to look into charges of National
Regulatory Bodies, in the interest of a level playing field, he replied, “IfUKoperators do not like the charges
they can always go to another EU country for maintenance where the charges are less . . . or where there
are no charges at all”.

Most CAA mandated inspections of foreign manufactured aircraft were withdrawn when EASA took
over. However EASA is now slowly bringing out the very same directives as EASAAirworthinessDirectives
and in addition are adding to the list, AD’s thatweremandated by otherNational AirworthinessAuthorities
that had been previously withdrawn.

I therefore feel that it is imperative that our CAA be financed from the national purse. Who is being
protected? The passengers and the general public. (Q54). Our mail and much freight are carried by air. The
Police and Air Ambulance use aircraft. Flying training, including some of the military, use light civil
registered GA aircraft. Aviation begins with General Aviation.

regulation is better for aviation. I think from time to
time you need to have a random check, not just one
because you have heard something, and really the
underpinning suggestions of lighter regulation do
leave me wondering whether we are doing the right
thing here. When I heard the CAA say they were
doing it because it was probably the only way given
their resources and staV they could achieve it, it did
strike me that it was not their primary, preferred
method of regulation, just how they have to do it. It
is all spread a little too thin.
Mr Luxton: I would certainly endorse that.

Q227 Chairman: Do you think that it would help if
the recommendations of the Hampton Report were
carried into existence on risk assessment and on
concentrating resources in the areas where they are
most needed?
Captain Granshaw:Wedo not like risk in aviation so
the idea of assessing the risk and working that way
round is completely wrong for aviation.
Chairman: You have all been very helpful,
gentlemen, and we are enormously grateful to you
not only for your written evidence but for what you
have said today.
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There are serious problems on standardisation.We do not have a commonuniform standard as promised.
Individual countries are still pretty much doing as they please, with EASA incapable of controlling it. The
government’s papering over the cracks with the calming statement of “it’s a transitional period” is nonsense.
European aviation co-operation has been around for about 35 years. The Joint Airworthiness Authority
started in the early 90’s. EASA is just an extension ofJAA.

The regulations are almost identical and with a bit of tweaking here and there, would be acceptable. So
inmy opinion, we should be highlighting that EASA is really at least 15 years old. It took over responsibility
for a known quantity and yet allows the same failings to continue. This cannot be classed as a
“transitional period.”

Under the old scheme of things, if we wanted to fly an aircraft whose C of A had expired we filled in a
one page Fitness for Flight Certificate. Now, for an EASA Permit to Fly, we have to apply on a three-page
form to a CAA regional oYce and pay a fee. If we want to apply for a modification we now have to apply
to EASA through our local area oYce on a nine-page form and have our bank sign the last page. This is not
in the spirit of the Hampton Report.

Most General Aviation Companies are small businesses and this kind of autocracy places an onerous
burden upon them. Ms Buck stated that EASA are no more expensive, but we beg to diVer, for example it
now costs about £98 to apply for an EASA Permit to Fly now issued by the CAA. This used to be issued
by a Licensed Engineer as a Fitness for Flight.

If Europe is not brought into line, theUKaviation industry will not be able to compete andwewill witness
another “Rover” situation, ie loss of a further world beating industry.

General Aviation is too big for its regulation to be delegated to organisations like the BritishGliding
Association, or the Popular Flying Association, and should remain under the National Authority.

The environmentalists have had their say, aviation does listen to their worries and much has already been
done to help. Research particularly in Germany, has given us quieter aircraft by fitting silencers, refining
the aerodynamics, the design of quieter propellers andmore eYcient gas turbine design.However to embody
these modifications in this country, invokes further excessive charges from our CAA. All airfields, including
farm strips, take enormous care to route their movements away from urban and noise sensitive areas.

The future will bring further improvements particularly with new or improved power sources. Will the
UK be there or will regulatory charges have priced us out of the market?

21 February 2006

Further supplementary memorandum submitted by the Association of Licensed Aircraft Engineers

In addition to the letter sent earlier today from J Eagles, ALAE Technical Committee Chairman, the
Executive Board of the ALAE would like to be advised as to which safeguards are in place to counter the
EASA driven lowering of standards by the systematic weakening of the regulations.

It is becoming ever more apparent that the ability of the UK CAA Safety Regulation Group to control
airworthiness issues in the UK is being hindered by the lack of attendance within the corridors of EASA.
Regulations are being carefully selected andwatered down to the lowest common denominator to better suit
the wishes of our European colleagues.

ALAE has been carefully following the hearings of the Transport Select Committee in respect to the
workings of the UK CM and would just like to amplify the following areas which we believe do require
urgent attention.

The statement was made during the hearing that safety would not be compromised today or tomorrow
but possibly in the future. ALAE would agree with this so long as we are only considering the budget and
management shortcomings. As long as the operating regulations are not altered in any way, the above
shortcomings would of course require a significant amount of time to filter through and eventually would
impact safety. However, the point that has not yet been addressed in the hearings is that of the continuous
degrading of the regulations and the reluctance shown by EASA to forcefully implement EC regulation
2042. The EASA rules are adopted unopposed by the UK CAA but despite this, it must be made clear that
the safety of the flying public is being compromised. This is a state of aVairs that is in contradiction with
statements made by the government that they will not allow safety to be compromised. It is the opinion of
ALAE that action must be taken to stop the degradation in safety now, rather than later. ALAE would
prefer not to be proven right with an unfortunate accident involving the UK flying public.

As an example of what we are referring to. The UK CAA were informed, by ALAE, of significant
diVerences of opinion relating to the training of aircraft engineers. On raising the issue the UK CAA stated
and we quote:

“The situation you describe is not acceptable and I will be bringing it to the attention of the JAA
and IBA in due course. It is important that the principles of mutual recognition of JAR-147
training are understood and applied by all. Deviation from themwill create the inequality to which
you refer and also a denial of mutual acceptability”.
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A few weeks later after being tipped oV that Europe was not interested in amending their application of
the rules, we confronted the UK CAA asking for the results of any actions. We were informed that and
we quote:

“The CAA is satisfied that it applies the JAR-66 Type Training requirement in the manner it was
designed. The issue you raise relates to other States interpretations. The CAA is not responsible
for standardising each States compliance with JAR-66”.

This scenario can already be applied to the regulations as awhole and to imply that we are in a transitional
period is nonsense. EASAwas formed because of exactly these problems. JAAwas a club andmembers were
not complying with the rules. EASA has been given an extremely weak legal infrastructure and much of
Europe is still ignoring or at best implementing the regulations based on vague interpretations.

The result of this is that since day one of EASA, many foreign aircraft have been certified as released to
service and have then entered UK airspace. Those same aircraft would never have been allowed to depart
airfields in the UK. It is imperative that the UK Government is made aware of the fact that Europe is
operating parallel systems. It is all made possible by the lack of UK involvement within EASA, a misguided
belief that the problems are transitional and a false belief that Euro law is enforceable in its current state.

By this we refer to the ridiculous situation regarding AMCs (Acceptable Means of Compliance). These
AMC’s are known as soft regulations. They ensure that any one country can pretty much do as they wish.
An excellent example of this is the AMO to rule 145.A.30(d).

AMC 145.A.30(d) Personnel requirements
1. Has suYcient staVmeans that the organisation employs or contracts such staV of which at least
half the staV that performmaintenance in each workshop, hangar or flight line on any shift should
be employed to ensure organisational stability. Contract staV, being part time or full time should
be made aware that when working for the organisation they are subjected to compliance with the
organisation’s procedures specified in the maintenance organisation exposition relevant to their
duties. For the purpose of this subparagraph, employed means the person is directly employed as
an individual by the maintenance organisation approved under Part-145 whereas contracted
means the person is employed by another organisation and contracted by that organisation to the
maintenance organisation approved under Part-145.

An operator should ensure that 50% of its workforce are permanent staV to ensure continuity. When
pressing EASA about the fact that there are operators using 80% contract staV we were informed to our
amazement that this was acceptable. So the reality of the situation is that an operator can use any amount
of temporary staV as long as the scale remains somewhere between 0 and 100%. This kind of interpretation
is applied by Europe to all elements of EC regulation 2042.

The consequences of ignoring these problems with EASA will ensure that the UK aviation industry, a
world leading industry will cease to exist. The UK will not be able to compete long term in a market that
ignores the agreed regulations in order to save money. The lowering of standards will creep into the UK like
a cancer as Europe forces its will onto the system; a system which, at its inception, was supposed to be to
the highest standard. ALAE warned of ending up with the lowest common denominator and the passing of
time has shown that we are well on our way to achieving that sad goal.

21 February 2006
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Memorandum submitted by BAA plc

BAA plc owns and operates seven airports in the UK, all of which are subject to regulation by the CAA
to a greater or lesser extent. BAA also has interests in airports in Australia, Italy and the United States, and
the following comments are informed by our experience of regulation in those jurisdictions.

The CAA is a well-established organisation, with a huge amount of experience, and a well-justified
international reputation for its knowledge, professionalism and objectivity. Its activities bear on airports in
the following main areas:

— It regulates safety at airports, through the provisions of the Civil Aviation Act 1982, the Air
Navigation Order and Civil Aviation Authority Regulations. These are implemented through the
airport operating licences, and through an extensive process of standard setting, inspection and
contact with airportmanagement. This function is exercised through the CAA’s SafetyRegulation
Group (SRG).

— Under the provisions of the Civil Aviation Act 1982, it advises the Government on airport and
airline policy, as a consultee in major policy development processes (such as for SERAS, prior to
the Future of Air Transport White Paper); as an advisor on critical specific issues, such as open
skies, slot allocation and ground handling; and as a source of expertise on miscellaneous issues,
such as the designation or dedesignation of airports for price control. In this role the CAA can
have major indirect impacts on airport operations.

— It regulates the economic activities of airports directly through the provision of part IV of the
Airports Act 1986. Specifically, it sets the maximum levels of charges which may be set at airports
designated for price control by the Secretary of State (currently Heathrow, Gatwick and Stansted,
owned by BAA plc andManchester, owned by TheManchester Airport Group plc). This function
is exercised through the Economic Regulation Group (ERG).

While BAA believes that there are relevant live issues concerning the CAA, four general points should be
made at the outset.

Firstly, the CAA’S remit, and the limitations to its power, are set out in the statutes under which it
exercises power. These provide an important safeguard to those bodies which the CAA regulates, since they
allow redress through the courts when the CAA disregards or exceeds its duties.

The statutory remit of the CAA is appropriate overall to its skills and structure. For instance the CAA
has no duty to consider environmental issues, which are better dealt with through other regulators, such as
the Planning Inspectorate and the EnvironmentalAgency. (It does however have to take account of the costs
incurred by airports for environmental work in its price determinations).

Secondly, the CAA’s enabling statutes render it independent of Government intervention in its decision
making. This insulation of individual decisions is another important safeguard. However, it is also right that
the CAA, as a creation of Government, is subject to democratic oversight, and the power of Government
to remove the directors, or legislate to alter the CAA’s duties, is an important protection against systematic
abuse of authority by the CAA itself.

Thirdly, over the last few years the proactive approach to safety regulation that CAA SRG has taken is
one that we welcome. The increasing involvement of airports in the development of standards and the
willingness to look at the requirements from a diVerent perspective has led to the development of more
realistic solutions in a number of areas. This approach combined with an increasing involvement of airports
at the earliest stage in the development of regulation is essential to the continuing success of the aviation
business.

Of equal importance is the continuing involvement of SRG in the European and global development of
standards. The CAA currently has considerable involvement in both of these arenas and is well respected
for the work that it does. Given the global nature of standards in this area it is essential that this level of
proactive involvement continues. A good example of where positive results have been achieved has been in
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the development of requirements for the integration of the A380 into airports. The development of a
European approach to aerodrome regulation will bring a number of challenges during the next few years
and maintaining a strong UK voice during this debate will be essential.

Finally, the CAA’s record is possibly the best measure of its remit and performance. The Committee may
be re-assured by the fact that the CAA regulates an industry which has:

— a safety culture and record which is internationally respected; and

— a record of accommodating innovation in air travel, and consumer choice, which leads Europe (the
growth of domestic competition, and the emergence of low-cost airline operations in Europe have
both been led by the regulatory and policy climate in the UK).

Specifically in relation to airports, the CAA’s regulatory decisions at Heathrow have provided the
framework for the construction of Terminal Five, Europe’s largest building project, on budget and
programme to date.

Within this generally-supportive climate, we believe there are four areas where the Committee may wish
to reflect on the scope for more clarity in the CAA’s remit, and improved performance in the economic
regulation of airports.

1. The Relationship between the CAA and Government Policy

The CAA’s statutory duties do not include the formulation of Government aviation policy; this has been
reserved by the Secretary of State for Transport and the DfT. Indeed the CM has made it clear that it is not
its duty to implement the 2003 Future of Air Transport White Paper to the timescale defined by the
Government, and that it may take an independent view. This has created a situation in which the CAA’s
policies, and its interpretation of its duties can conflict with Government policy.

BAA can live with either the Government’s or the CAA’s policies, but we cannot comply with both, if
they imply diVerent development programmes. While the CAA’s independence is important and a degree
of tension with Government is probably healthy, the organisation needs to incorporate in its activities
mechanisms for resolving its diVerences with Government. Failure to do would create a degree of policy
confusion which simplymakes it more diYcult for airports and airlines tomake timely investment decisions,
to the detriment ultimately of airport capacity, airline competition and passenger choice.

2. CAA Input into Government Policy

One opportunity for this tension to be minimised is in the role the CAA takes in contributing to the
formulation and implementation of Government airports and aviation policy. The CAA is uniquely placed
to help to frame Government policy through its technical knowledge and independence. The tension
between Government and CAA on airport policy is, in part, a reflection of the fact that in the SERAS
studies, leading up to the White Paper, the CAA stood back from full engagement in the analytical work.
The problem could be minimised if the CAA engaged in building the analytical foundations of Government
policy. In particular, the CAA should participate fully in the forecasting of demand for air travel, so that
the Government’s forecasts incorporate the CAA’s authoritative and independent perspective.

3. The Interests of Passengers

The CAA’s decisions must ultimately further the interests of consumers, in this case air passengers. The
regulation of relationships between airlines and airports without regard to passengers would simply be an
exercise in the allocation of profits between companies. Indeed the CAA’s remit, in terms of its duties set
out in Section 39 of the Airports Act 1986, specifically includes furthering the reasonable interests of airport
users, defined to include passengers as well as airlines.

In practice, it is not clear that this duty towards passengers is fully incorporated in the CAA’s work in a
structuredway. The proposition, sometimes advanced, that the interests of airlines will tend to coincide with
the interests of passengers may not always be clear to regular air travellers. However, the CAA has
established no process for the proper evaluation of how passenger interests are best met in airport
development. No guidance is given as to whether the CAA places greater weight on passenger or airline
interests, and the tests for whether passenger interests are met are not set out.

To assist in understanding the passengers interests, the CAA sponsors the Air Transport Users Council
(AUC), but it is not clear that this body is resourced adequately, or indeed drawn into regulatory
determinations suYciently, to give full coverage to the needs of passengers.
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4. Light Touch Regulation

One of the benefits of the CAA’s approach to airports regulation has been the low level of bureaucracy,
or regulatory costs which it imposes on the industry. This is to be welcomed, since over-regulation can
distract the management of a regulated company from its prime purpose of delivering the products its
customers want at the right price.

However, since the privatisation of BAA’s airports, the regulatory burden has progressively increased,
with no obvious benefit. The first five yearly price review of the South-East airports in 1991 took 12 months;
the second in 1996 took 21 months; the third in 2002 took 32 months. (In the last review BAA submitted
more than 800 information, policy and position papers.) The next review, already underway is not scheduled
to finish until February 2008.

Although the process has been characterised as “light touch” regulation, the CAA is now in constant,
daily interaction with airports, airlines and others, seeking information, influencing the parties and
managing the process on a continuous basis. This gives rise to the danger that the CAA will find itself
participating in decisions and discussions which would be better left to airlines and airports themselves.

Regulated companies have to accept that regulation imposes a burden on them, but it is at least open to
debate that the CAA’s process is disproportionate, given that it has eVectively extended the price review
to four sequential reviews: the first with airlines, the second with the CAA, the third with the Competition
Commission and the last with the CAA again. The CAAmight also consider how consistent this is with the
risk assessed approach to regulation advocated by the Hampton Report.

11 November 2005

Memorandum submitted by Manchester Airports Group Plc

1. Introduction

1.1 The Manchester Airports Group Plc (MAG) welcomes this opportunity to set out its views on the
work of the Civil Aviation authority (CAA). As the UK’s second largest airport company, MAG owns and
operates Manchester, Nottingham East Midlands, Humberside and Bournemouth Airports. The four
airports handle some 28 million passengers and over 400,000 tonnes of freight per annum.

1.2 Manchester Airport is one of only four UK airports to be subject to price regulation by the CAA and
MAG therefore has a particular interest in this aspect of the CAA’s work.

1.3 In this paper, we will briefly cover all of the areas identified by the Committee for its inquiry.
However, given the importance of price regulation to our business, we will focus on the eVectiveness and
eYciency of the CAA’s regulatory framework and the eVectiveness and eYciency of the CAA in discharging
its duty as it relates to this. We will also comment upon the interaction between the CAA and the
Competition Commission in this regard. Finally, we will examine the CAA’s activities in relation to
international air services, including the eVect of closer co-operation with the EU in this area. The remainder
of this document follows the structure set out by the Committee in its 13 October Press Notice.

2. Issues of Interest to the Committee

Remit, structure and powers of the CAA

2.1 The Civil Aviation Act (1982) (the “Act”) sets out the constitution of the CAA and its functions,
together with its general objectives. Without restating these, MAG considers that the provisions of the Act
continue, in all. major respects, to be appropriate to the duties that the CAA has been tasked with.
Nevertheless, we would observe that an anomaly that exists in relation to the economic regulation of
airports, whereby the CAA is obliged to make a reference to the Competition Commission before reaching
a decision on an airport’s price control review. This is discussed in more detail below, in the section on the
eVectiveness and eYciency of the CAA’s regulatory framework.

Performance in relation to statutory objectives and functions

General observations

2.2 The functions of the CAA include the licensing of air transport, aircraft, provision of air navigation
services and operation of aerodromes.

2.3 The general objectives set out in the Act require the CAA to carry out these functions in the manner
“best calculated to secure that British airlines provide air transport services at the lowest charges, consistent
with a high standard of safety and an economic return” and with securing the “sound development” of the
UK air transport industry. This must be achieved in a manner that furthers the reasonable interests of users
of air transport services.
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2.4 Beyond this, the CAA has a duty to consider environmental factors when licensing certain
aerodromes (as specified in an order made by the Secretary of State). This includes minimising as far as
reasonably practicable any adverse eVects on the environment and any disturbance to the public.

2.5 MAGconsiders that, in almost all respects, the CAAachieves the diYcult objective of balancing these
(sometimes conflicting) aims, to the benefit of airlines, airports, air transport users and the wider
community. That is not to say, however, that all parties are satisfied with the outcomes in all cases.

Airspace consultation process

2.6 Specifically, recent changes to the controlled airspace around one of MAG’s airports, Nottingham
East Midlands, have highlighted the diYculty associated with achieving the objectives set out in paragraph
2.3 above, even when carried out in accordance with its environmental obligations. In this case, the CAA
approved changes to the controlled airspace at Nottingham that not only achieved the objective of ensuring
the sound development of air services (in this case both passenger and freight operations), but did so in a
manner that ensured fewer people were overflown and at higher altitudes than was previously the case.

2.7 However, our experience during this process suggests that the consultation process set out by the
CAA (CAP 725) is not suYciently comprehensive for such a sensitive issue. Indeed, community concerns
about the proposed changes at Nottingham were such that, after the initial statutory consultation, we felt
it necessary to seek a delay in implementing the changes (which the CAA had approved on the basis of the
first consultation) and a significantly wider consultation was then held, including many stakeholders not
currently included in the CAA guidance.

2.8 Given the increasing environmental sensitivity of communities aVected by aircraft operations, and
the growth in air transport envisaged by the Government’s 2003 White Paper “The Future of Air
Transport”, we would propose that this specific area of the CAA’s functions, in particular the process that
it follows (and requires the operators of licensed aerodromes to follow), be updated to ensure that it remains
appropriate and relevant to today’s needs.

Aerodrome Safeguarding Requirements

2.9 Turning to the Aerodrome Safeguarding requirements (ie the requirement to restrict developments
and obstacles on and around airports), these are based upon the performance characteristics of post-war
aircraft rather than today’s. As such they can be unnecessarily restrictive and are at times diYcult to apply
a reasonable risk assessment to. For example, with a risk-based approach it might be possible to build
airport hotels three storeys higher than is currently the case.

Operational Issues

2.10 As regards operational issues, one area of concern to MAG relates to the reluctance of the CAA to
embrace new technologies, such as LED technology for airfield lighting. This has been on the market for a
number of years now, with all the main manufacturers oVering products. However, current CAA rules do
not permit us to use it, so that airports must instead continue to use old technology that has inferior
performance and higher running costs.

2.11 The time taken to secure regulatory approval of Air TraYc Control (ATC) related equipment can
also be unacceptably long, causing delays to projects, ultimately adding to our costs for keeping contracts
or project teams supported for longer than might otherwise be necessary. The CAA has also increased the
advance notification period for being advised of new projects to a minimum of 60 days for ATC-related
projects, significantly increasing the time it takes to implement new developments.

2.12 Following on from this, it is our experience that the CAA is now less willing (or able) to act as a
source of knowledge, expertise and advice on operationally-related matters than it has been in the past.
Previously, airports were able to rely on advice from CAA experts when they encountered a problem that
they did not necessarily have the experience to solve alone. Now, the CAA appears unwilling to fulfil this
role, expecting airports to decide for themselves and tell the CAA how they intend to approach a problem.
One explanation for this might be that the CAA no longer maintains the same level of expertise; another
could be that concerns about legal liability inhibit this and instead encourage the CAA to stick to the letter
of the regulations. The latter possibility is borne out by the CAA’s requirement for airports to present a risk
assessment for any issue that does not explicitly meet the requirements of the regulations. The nature of the
risk assessment being requested is, however, not always clear, since there is no guidance for the format or
methodology to be used. Moreover, instead of providing feedback on the quality of the risk assessment
report (which would help airports improve their submissions in future), the CAA will simply oVer a “no
objection” response.
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Financial Oversight of Airlines

2.13 Finally, on a separate issue that relates to the function of licensing of air transport, MAG has recent
experience that indicates that the CAA’s financial oversight of air transport operators could be improved.
In this case, the financial failure of one of MAG’s airlines customers, Air Scandic, has left the airport
company exposed to a significant financial loss.

EVectiveness and eYciency of the CAA’s regulatory framework

2.14 Overall, we believe that the regulatory framework within which the CAA operates is broadly
appropriate in order for it to fulfil the duties placed upon it. As mentioned in paragraph 1.3, however, the
fact that the CAA is obliged to make a reference to the Competition Commission before reaching a decision
on an airport’s price control review is, in our view, both inappropriate and unhelpful.

2.15 The reasons for this are twofold. First, the additional administrative burden placed upon the
regulated company is enormous, both in terms of the substantial management resources that are necessary
in order to meet the obligations of what is eVectively a duplicated review process. This represents a very
significant cost to the airport being regulated in its own right, even before the actual financial charge for the
Competition Commission’s review (£1.5 million for the 2002 review of Manchester Airport) is taken into
account. Second, the CAA—as the overall regulator of the industry—is far better placed than the
Competition Commission to make decisions on its own objectives and functions.

2.16 Furthermore, airports are unique among regulated entities in the UK in having such an onerous
regulatory burden placed upon them; in all other regulated industries, a referral to the Competition
Commission only occurs where agreement cannot be reached between the regulator and the company being
regulated. MAG is therefore of the view that this highly unsatisfactory arrangement, which appears to add
no value in terms of the CAA meeting its objectives, ought to be brought to an end at the earliest
opportunity.

EVectiveness and eYciency of CAA in the general discharge of its duties

2.17 Consistent with the comments made so far in this paper, we believe that the CAA is largely eVective
in the discharge of its duties. As regards the eYciency of the CAA, without further analysis of its
productivity, in particular its output versus manning levels etc, it is not possible to comment in detail.
However, in relation to the cost of the CAA, it is important that these continue to be kept under close
scrutiny.

2.18 In terms of specific examples where the eVectiveness of the CAA in discharging its duties can be
examined, in addition to the points covered in paragraphs 2.6–2.13, which relate to safety regulation, MAG
would oVer two further examples that relate to its role in economic regulation. The first is the CAA’s conduct
of the quinquennial price regulation review of Manchester Airport, and the second is the recent work
undertaken by the CAA on government policy in relation to the granting of fifth freedom traYc rights to
foreign airlines serving regional airports.

2.19 With regard to the quinquennial price regulation reviews, we believe that the CAA has, overall,
conducted previous reviews in an eVective manner. Where we and the many airline customers that have had
input into the review process have sought improvements to the process, the CAA has shown a willingness
to take such views into account. This has resulted in significant changes to the way in which the CAA is
proposing to conduct the forthcoming reviews of the BAA London airports and Manchester Airport,
including a shift in the CAA’s approach towards a new model of “constructive engagement” between
airports and their airline customers. It is too early to judge whether this new approach will lead to a more
eVective review process, but the preliminary indications at Manchester appear positive.

2.20 Turning to the CAA work that underpinned its advice to the Department for Transport on the
recently-announced change to UK policy on the granting of fifth freedom traYc rights to foreign airlines
serving regional airports such as Manchester, MAG would note that this was a highly complex piece of
analysis, which the CAA is very well suited to undertake. Whilst it was not possible for the CAA to take
into account the totality of the economic and social benefits that such a change in policy might deliver to
the UK regions, it nevertheless produced an authoritative and well-researched paper which took into
account the interests of air transport users, airports and UK airlines, as well as the wider national interest.
The methodology and data used were of a high quality and provided a sound basis on which to assess the
balance of benefits to the UK of diVerent policy outcomes. This piece of work provides a good example of
the CAA’s eVectiveness in the general discharge of its duties.
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EVect of growing international & EU co-operation

2.21 MAG believes that the CAA has a vital role to play in advising the Department for Transport on
international air services policy, whether this is in respect of the UK’s bilateral air services agreements or in
the context of EU policy in the field of air services.

2.22 There are many situations where the CAA’s detailed understanding of international air services can
provide important input to the policy making process or the detailed negotiations (eg the study on fifth
freedoms cited above). This can apply to the UK’s bilateral arrangements or to multilateral arrangements
being contemplated by the European Commission. (It is worth noting that the CAAhas seconded its former
Head of International Aviation to the European Commission to advise it on such matters). Given the
expansion of the EU’s mandate on international air services, the CAA’s involvement is likely to increase,
especially in such areas as regulatory convergence with the US on competition rules and dispute
resolution etc.

2.23 Equally, there are many pieces of EC legislation aVecting air transport, such as rules concerning slot
allocation, ground handling and so forth, on which the CAA provides HMG with advice and assistance.
MAG considers that the CAA’s expertise is crucial in helping to ensure that such legislation is subject to
rigorous review prior to being passed. Once again, it seems likely that the CAA’s work in this area will
continue to expand in future.

3. Conclusion

3.1 MAG believes that the CAA’s remit, structure and powers continue to be appropriate. In terms of
meeting its objectives in carrying out its statutory functions, it is our view that (notwithstanding certain
exceptions outlined earlier), the CAA achieves these. Nevertheless, the costs of the CAA need to be kept
under review.

3.2 We also consider the CAA’s overall regulatory framework to be broadly eVective, though we do not
believe that the economic regulation of airports should involve an automatic referral to the Competition
Commission. This is an area where an urgent review of the current framework is needed.

3.3 It is also our view that the CAA is eVective in the discharge of its general duties, though there are
clearly areas such as airspace consultation and certain issues pertaining to the operational oversight of
airports that could benefit from improvement.

3.4 In terms of international aviation, the increasing international co-operation that results primarily
from the greater involvement of the EU in such matters is, we believe, both inevitable and an appropriate
role for the CAA to take upon itself. This may have implications for the allocation of resources within the
CAA, but is something that MAG supports.

3.5 To conclude, MAG considers that, whilst there are areas requiring improvement, the CAA has
proved itself eVective in meeting the diYcult challenge of balancing its various objectives and providing
advice and assistance to Government, to the benefit of air transport users, UK airlines, airports and the
wider national interest.

15 November 2005

Memorandum submitted by National Air TraYc Services Ltd

1. Introduction

1.1 National Air TraYc Services Ltd (NATS) welcomes this inquiry by the Transport Committee into
the remit and work of the Civil Aviation Authority (CAA).

1.2 As the UK’s leading provider of air traYc management services NATS, in common with the rest of
the aviation industry, works on a daily basis with the Safety Regulation Group (SRG) and the Directorate
of Airspace Policy (DAP) on matters pertaining to policy and procedures for air traYc control and airspace
management in UK airspace.

1.3 As the monopoly provider of en-route air traYc services under licence established by the Secretary
of State, and regulated by the CAA, NATS also maintains a constructive working relationship with the
Economic Regulation Group (ERG) which sets the charging framework within which NATS operates.

1.4 From the early 1970s to 1996 NATS was managed as a joint CAA/MoD activity. The civil side of
NATS was established as a Companies Act company in 1996, following which it was set up as a Public
Private Partnership in 2001, thereby creating a logical separation of provider from regulator to foster amore
transparent and customer-focused organisation.

1.5 Today NATS is owned 49% by the Government, 42% by The Airline Group (a consortium of UK
airlines including British Airways, bmi British Midland, Virgin, My Travel, Monarch, Britannia and
easyjet), 4% by BAA and 5% by its staV. The company continues to provide its services on a joint and
integrated basis with the MoD, through a contract mechanism.
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1.6 NATS has a productive relationship with the CAA in terms of the day-to-day conduct of business. It
provides eVective challenge on safety performance and safetymanagement, and on other regulatorymatters.
NATS sees the CAA’smajor challenge, moving forward, as being to ensure it has a clear and strong strategic
direction to help guide the development of future regulation under the emerging Single European Sky (SES)
initiative, and to ensure it plays a leading role in promoting the interests of UK plc.

1.7 In answer to the Committee’s specific questions we oVer the following observations, noting that we
do not oVer comment on all aspects of the CAA in respect of all the questions:

2. Remit, Structure, and Powers of the CAA

2.1 REMIT: The CAA’s current remit from the Government places upon it and in particular upon the
DAP, a diYcult balancing act in representing the interests of a wide range of general and commercial
aviation bodies and the Ministry of Defence (MoD). In NATS’ view the CAA achieves fair balance; the
DAPhas been particularly successful in supporting the joint and integrated relationship betweenNATS and
theMoDbymaintaining equitable arrangements for the allocation of airspace in theUK.Overall, the result
is a UK air traYc control service which safely accommodates greater volumes of traYc, with higher levels
of eYciency, than anywhere else in Europe.

2.2 STRUCTURE: In NATS’ view, the CAA’s high level structure is eVective. In governance terms,
NATS believes there is considerable benefit in a unitary regulator able to weigh and balance the competing
considerations of safety, economic and airspace regulation under a unitary Board.

2.3 Within theDAPwe believe the balance betweenMoDrepresentation and civil representation requires
critical appraisal. Whilst NATS appreciates the diYculty of balancing all issues it has on certain occasions
felt the MoD perspective has been emphasised a little too strongly.

2.4 POWERS:NATSbelieves theCAA’s powers, as expressed through theCivil AviationAct, Transport
Act and the Air Navigation Order are suYcient and fit for purpose.

2.5 The CAA’s powers are generally well applied, especially in respect of urgent situations. NATS would
encourage an increasingly proactive approach to setting policy objectives and providing early advice on
emerging issues. For instance, the industry is still awaiting guidelines expected in early 2005 on windfarms
and their eVect on aviation.

3. Performance of the CAA in Relation to its Statutory Objectives and Functions

3.1 Notwithstanding our comments above, NATS believes the CAA performs well.

3.2 SAFETY REGULATION: SRG provides thorough oversight of NATS’ safety performance and
safety management processes, although this can be resource-intensive for both organisations. As NATS
continues to improve its safety management processes, we expect that there will be opportunities to reduce
the regulatory process to mutual advantage (for instance, it may be possible to reduce SRG’s involvement
in controller training and validation).We would encourage SRG to continue to develop a regulatory regime
proportionate to risk, so that their resources can be applied most eVectively. Overall, however, NATS
believes that SRG continues to be the most eVective safety regulator in Europe and applies standards which
are generally accepted as being the highest in Europe.

3.3 ECONOMIC REGULATION: The CAA monitors NATS’ compliance with its licence conditions
and reviews the charge control for the next control period with a view to resetting the price-caps for the
NERL en-route and oceanic services. A review has just been completed and it is expected that new price-
caps will be in place for the start of the new control period on 1 January 2006. NATS’ view is that the CAA
has carried out its review in a professional manner with full cognisance of all stakeholders. NATS believes,
however, that the proposed price caps are tough and reflect the wider industry’s disproportionate attention
to transparency on details of NATS’ cost and eYciency which are not available readily from other
European ANSPs.

3.4 NATS also works with the ERG on economic policy and in particular the advice it gives on charging
for air navigation services. The CAA acts as the principal adviser to the DFT, playing a key role:

— UK Panel Member on the ICAO Air Navigation Services Economics Panel (ANSEP).

— Key adviser to the DFT on SES issues.

— Adviser to the EAPC and the SES Stakeholder Forum on economic and charging issues.

3.5 NATS has worked closely with the CAA in these areas and appreciates not only the high standard
of technical ability of the CAA staV involved but also their willingness to listen to and, where appropriate,
take into account NATS’ views. We believe this has helped produce a strong UK position in both ICAO
and in Europe.
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4. Effectiveness and Efficiency of the CAA’s Regulatory Framework

4.1 NATS believes the CAA could be more proactive if the regulatory framework was reviewed to
provide more flexibility. This applies to each area of the regulation by the CAA and although not
comprehensive some supporting detail is included below.

4.2 AIRSPACE POLICY: DAP owns the processes used by the sponsors (such as NATS) of changes to
controlled airspace dimensions or air routes. It also determines policy on issues such as the design and
application of future RNav (area navigation) applications and approval of RNav Initial Approach
Procedures. Progress on these, and determination on new developments, such as enhanced RNav, can at
times lag behind the operational need to implement them. There must be scope to improve these processes
to deliver enhanced safety, support specific environmental objectives, increase the eYciency of UK airspace
and reduce delays which result from demand pressures on the current airspace and ATC infrastructure. For
instance, NATS has been alerted to intended changes in the process for Airspace Change Proposals (ACPs),
but has not yet been consulted in shaping these changes despite being the main sponsor bringing forward
such requests.

4.3 SAFETY REGULATION: NATS supports SRG’s intention to move away from prescriptive
regulation towards more objective based regulation (ie stating what needs to be achieved, rather than
prescribing a solution, as in the case of ACPs). This is essential as air traYc service providers are better
placed to decide on practicable solutions. This also avoids the problem of blurring the ownership of
operational accountability, which properly lies with the service provider.

4.4 ECONOMIC REGULATON: NATS believes that the CAA’s regulatory consultation in general,
and theNATS price review specifically, is transparent and accountable.However, it is a long, complex, time-
consuming and costly process.Most customers do not have the time or resource to engage in such protracted
consultation and NATS would therefore like to see a shorter, simpler process.

5. Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

5.1 NATS believes theCAA is a professional organisationwith capable people in key positions whowork
extremely hard to accommodate many diVerent customers with widely diVering agendas.

5.2 The CAA’s expert teams have great respect for their colleagues across the industry and we appreciate
their consultative methods of working. For instance, NATS’ recently proposed structure for enhanced
environmental assessment and consultation in respect of airspace development has been well supported and
developed into a joint approach, though it is true to say that on some occasions NATS had hoped for more
precise guidance on emerging issues.

5.3 The CAA could improve co-ordination on sensitive policy issues. For instance, the DFT will on
occasions provide apparently conflicting policy guidance (eg environmental and capacity advice on airspace
configuration) which means the CAA is then required to interpret Government intentions into a policy
framework. The subtleties of this can be challenging to respond to, and interact with.

5.4 However, NATS also believes the CAA needs to continue to review its own charging regime, and its
ability to put the right resources in place to discharge its duties.

5.5 NATS currently pays a single charge for safety regulation of en-route air traYc services. Without any
breakdown of the CAA’s costs it is diYcult for NATS to assess whether it is receiving value for money or
whether resource is being focused eVectively.

5.6 Notwithstanding the fact that consultation on the appropriateness of NERL’s licence will be taking
place next year, NATS believes the licence as it stands to be onerous and costly to administer. For a number
of licence conditions, we believe the cost of compliance more than outweighs the benefits.

5.7 Appropriate cost/eYciency benchmarks are not readily available, but the regulatory charges reported
for other European states appear to be lower than in the UK. We note that the Government sets the CAA
a target rate of return of 6% on capital employed. This implies a risk premium of 3.5%, which is very high
for an organisation that bears little or no risk.

5.8 NATS believes there must be scope to reduce costs (in the same way as NATS is required to cut costs
under the terms of the regulatory framework), and increase transparency. Given that there is no regulation
for the CAA, NATS would support a regular independent review of its charges to provide a check on
eYciency and eVectiveness.

5.9 The extension of the CAA’s regulatory role as required by SES legislation has the potential to stretch
the resources of the organisation. It is therefore important that the CAA continuously reviews allocation of
resources to ensure that they are deployed eYciently and eVectively.

5.10 One of the keys to eVective regulation is consistency of message from within the CAA. NATS
understands the spectrum of priorities across ERG, SRG and DAP and would support even greater cross-
checking and alignment, through the unitary Board mechanism. This is especially important in areas
relevant to safety and our ability to deliver an eVective service.
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6. Effect of Growing International and European Union Co-operation on theWork of the CAA

6.1 The CAA has recently taken on the role of National Supervisory Authority for the UK; under the
SES Regulations each EU member state is establishing a NSA to assess and approve all ANSP proposals
for SES work. Although the CAA is still in the early stages of discharging this function there is a lack of
clarity on how it will work in practice. NATS is deeply involved in SES work under the SESAME initiative
and requires a structure which clearly identifies NSA responsibilities and their relation to safety regulation
and other CAA functions.

6.2 Above all, the role of NSA gives the CAA an opportunity to shape the direction of European policy
toUK standards. This will require focus, leadership, resource and commitment to drive through, andNATS
encourages the DFT to continue to support the CAA’s ability to maximise this opportunity.

6.3 SAFETY REGULATION: The Single European Sky is currently transforming the ANSP industry,
particularly with the increasing influence of the European Air Safety Agency (EASA); this is a significant
challenge for the CAA to ensure it remains at the forefront of EASA’s development to help develop a
framework for safety regulation across Europe to ensure the highest standards whilst avoiding duplication
and over-regulation. NATS will continue to oVer the CAA its full support in moving this forward.

6.4 Whilst NATS believes the SRG is the most rigorous and eVective safety regulator in Europe, it would
like the CAA to lobby for other European states develop a similarly rigorous regulatory framework to
ensure that there is a level playing field across Europe and, even more importantly, that standards are
levelled up rather than down. Until there is consistency of standards across Europe, NATS will continue to
bear a higher cost of compliance than other European ANSPs.

6.5 ECONOMIC REGULATION: The regulatory regime in the UK is not entirely consistent with
emerging SES regulations, which could risk putting the UK and NATS at a disadvantage. The current
debate on airports charging is an important example of the DFT, CAA and NATS working together to
ensure a combined UK voice is presented to the EC.

7. Summary

7.1 TheCAAdemonstrates a high level of competence in workingwithNATS and theDFT to further the
interests of UK aviation. NATS welcomes the CAA’s inclusion of expertise from elsewhere in the industry.

7.2 The ERG has been fair in monitoring compliance with the NERL Licence and has taken a tough line
in setting NERL’s price-caps. The ERG demonstrates awareness of the principles of good regulation, as
defined by the Better Regulation Task Force (transparent, accountable, proportionate, consistent and
targeted). The CAA’s charging mechanisms need to be more transparent and subject to independent,
periodic review to ensure that customers including NATS can be sure they are receiving value for money.

7.3 The overriding priority for the CAA going forward must be its role in the development of the Single
European Sky and ensuring it has suYcient influence to ensure that UK standards, both for safety and for
the cost of regulation, are those which set the benchmark for the Single European Sky.

17 November 2005

Memorandum submitted by the Airport Operators Association

Introduction

AOA is the trade body that speaks for, and represents the interests of, British Airports. It has in its
membership all of the UK’s international and major regional airports, together with a significant number
that are engaged in business and general aviation. A current list of our member airports is attached as
annex one.

Substantive Submission

The remit, structure and powers of the CAA:

The reputation, viability and development of the UK’s airports is intrinsically linked to their ongoing
relationship with the CAA. In gathering member views for this submission one common thread that has
emerged is the high degree of respect for the CAA and the quality of its work. It is viewed by manymembers
as a good model and is believed to play no small part in the UK’s reputation as a leader in aviation. Several
members have cited examples of how CAA input has helped the industry recently, in areas such as
facilitating the granting of fifth freedom rights to regional airports and its input in bilateral negotiations.
However, members do believe that there is more scope for the CAA to work jointly with the industry in
developing and revising safety standards. We believe that this is increasingly appropriate given the degree
of expertise in the industry and the ever increasing complexity that safety regulators must deal with.
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Members do not believe that there is any case to make substantive changes to the overall remit and scope
of the CAA’s work. Historically this was not the case. Until several years ago members believed that there
was an inconsistency in CAA’s dual roles in its oversight of both safety regulation and air traYc control.
We believe that this conflict has now been removed and that no other substantive conflict of interest exists.

A point related to CAA’s remit, is the scope for greater joint working with other government bodies to
ensure good communication and flow of expertise. A recent DfT consultation provides an example of this.
TheDfThas estimated the costs of bringing foreign registered aircraft into theUK systemas £250,000, based
on the costs of re-licensing. In fact costs are likely to be many times greater than this—in the order of tens
of millions of pounds. CAA regulatory requirements would be the main driver in causing these costs. Closer
working prior to the consultation might have identified these costs. We believe it important that CAA
specialists are able to channel their expertise into the relevant government branch and that likewise, DfT
oYcials have a thorough understanding of the CAA’s regulatory approach and practice in order to improve
the eVectiveness of policy making. We believe that this should be pursued through greater eVorts towards
joint working with CAA being involved at the early stages of policy making and DfT oYcials having a
thorough grasp of CAA regulation, perhaps through the use of secondments or job rotation. Somemembers
have also commented that some CAA employees may be too specialised and that there may be a case for
multi-skilling of field personnel to improve eYciency. Others note that there are skill shortages in the parts
of the CAA dealing with safety regulation at inspector level and above. Consideration needs to be given to
how to attract and retain employees of the right calibre to these roles.

The eVectiveness and eYciency of the CAA’s regulatory framework:

The CAA over time has developed a specifically British model of safety regulation. In an increasingly
globalised world, this raises questions about the degree of harmonisation between theUK and the rest of the
world. The AOA strongly supports the maintenance of high safety standards and believes that in working to
harmonise standards internationally there can be no question of applying a lowest common denominator
approach.However, that is not to say that there are not uniquely British standards that have been developed
historically to which serious consideration should be given with regard to appropriateness. Examples of this
have emerged recently following the DfT consultation on foreign registered aircraft, which aims to stem the
trend for aircraft owners to maintain aircraft on foreign registers, while still basing them in the UK. This
has been a particular issue for smaller airports, who cite the main reason for this trend as the particularly
onerous processes that pilots must follow to gain UK instrument ratings and also modifications to aircraft
in order to place them on theUK register. Such modifications can be highly expensive in the case of business
jets and arguably lead to a loss of business to the UK aviation sector and to the wider economy. There is a
strong case to say that if harmonised standards existed then the root causes of this trend would be removed.
We believe that there is an opportunity to address this through the further extension of EASA, but that it
is critical that any attempt at harmonisation is carefully developed and implemented in order not to create
a further tier of regulation.

In the same vein, there is a view among some of our smaller general aviation airports that aspects of the
CAA’s regulatory model that have been developed with large airports in mind are not necessarily
appropriate to businesses of their size. This is not to say that their desire is for deregulation (though that
might be appropriate in some areas) but rather for more appropriate regulation. Issues in this area have
come to light recently with the formation of the Light Aviation Airports Study Group (LAASG), which
has addressed issues such as the appropriateness of CAA CAP 168 (the licensing of aerodromes) to small
aerodromes and also the requirements for Rescue and Fire Fighting Services (RFFS). We believe that the
CAA should be encouraged to take more initiatives in areas such as these that might allow GA sector
airports to benefit from “light touch” regulation, provided that safety standards are not compromised. The
present strategic review of general aviation has the potential to provide a good starting point for this.

With regard to eYciency, we strongly question the need for the CAA to earn a rate of return on capital
of 6%.Rate of return is an accountingmeasure, which is best used to compare the performance of companies
in the same sector or where a similar financial risk exists. Other similar public sector bodies, such as those
regulating the privatised utilities do not earn a rate of return on investment. Our European competitors,
some of whom do not even bear the actual costs of their own national regulatory regimes, do not experience
the higher costs resulting from this requirement. This disparity results in what is eVectively a double cost of
regulation, which acts to place the UK’s airports at a competitive disadvantage.

The eVectiveness and eYciency of the CAA in the general discharge of its duties:

We believe that there is scope for greater ongoing scrutiny of the CAA’s cost base to ensure that it
represents value for money to our members. Some members have expressed concern that there is no
recompense to airfields for services that are carried out on behalf of the CAA, such as where airports provide
services as part of the Local Competency Examiners Scheme. Another area of concern is that overall costs to
our members may increase as the European Aviation Safety Agency’s (EASA) remit expands. We question
whether there has been a commensurate reduction in CAA’s role, resourcing or cost pass-through associated
with the already achieved transfer of aircraft certification and maintenance standards work to EASA, and
are concerned at the potential for similar dis-benefit when the responsibility for airport operations is
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similarly transferred. We believe that CAA should reduce its costs in proportion to the degree of work that
EASA takes over from it and demonstrate that this is occurring in order to re-assure our members that they
are not experiencing a drift towards double regulation, with its associated on-costs.

On a related note we believe that there is scope for the CAA to take more account of the increasingly
competitive and market based regime operating among UK airports. Some members have commented that
they have little scope to pass through cost increases that occur as a result of increasing regulatory costs in
the UK. Attempts to pass through cost may result in airlines moving to cheaper airports overseas. This is
not to say that the CAA should in anyway cut corners, but should bemindful of the fact that airports cannot
simply pass through cost increases to customers within the context of a globally competitive marketplace.

The eVect of the growing international and EU co-operation on the work of the CAA:

The AOA supports the idea of greater harmonisation of regulatory safety standards across Europe. In
principle this is good for airports wishing to operate in continental markets and also good for the industry
if all EU countries (in terms of aviation standards) are obliged to operate at the same standard as leaders.
However, we believe that the development of EASA must take place in full consultation with the industry
and are strongly against any form of double or overlaid regulation, whether this applies to the developing
EASA or any other source of regulation. It is also critical that the UK does not apply internationally
developed norms in an inflexible manner. Members suggest that ICAO recommendations should not be
automatically implemented as standards, where recommended practices may be more appropriate. We
therefore see a potential role for EASA in safety certification provided this does not lead to over-regulation.
We believe that it is critical that EASA develops at a pace that it can sustain and ensures that it has
consolidated current activities before further expanding its remit.We believe that this will take several years.
During this process it is critical that ICAO is seen as the overall standard and that EASAworks closely with
the industry and the CAA within this long-established international framework in order to avoid
superfluouswork and costs in developing new standardswhere satisfactory standards already exist, orwhere
industry best practice can provide a solution. Some members have expressed concern that without strong
CAA involvement EASA may result in a continental model of regulation that does not reflect current ways
of working in the UK. Similar concerns have been raised in relation to CAA and the work carried out at
ICAO. For this reason, we would encourage the CAA to play an even stronger part than it presently does
in shaping and influencing both EASA and ICAO.

15 November 2005

Witnesses: Mr Keith Jowett, Chief Executive, Airport Operators Association,Mr Mike Toms, Director of
Planning and Regulatory AVairs, BAA plc, Ms Rowena Burns, Director, Group Strategy, Manchester
Airports Group andMr Ian Hall, Director, Operators, National Air TraYc Services, gave evidence.

Chairman: Lady, gentlemen, may I pray your
indulgence while we do some housekeeping.
Members of Parliament having an interest to
declare?

Mr Martlew: Member of the Transport & General
Workers and General Municipal Workers.

Clive EVord: Member of the Transport & General
Workers.

Graham Stringer: Member of Amicus and
previously a director and chairman of Manchester
Airport plc, the predecessor of Manchester Airport
Group.

Chairman: Gwyneth Dunwoody, ASLEF.

Mrs Ellman: Member of the Transport & General
Workers Union.

Q228 Chairman: Lady and gentlemen, you are most
warmly welcome this afternoon. As you came
imagine this is the first time an in-depth inquiry has
been undertaken into the work of the CAA. We
welcome, therefore, your evidence which will be of
enormous benefit to us. May I ask you, first, to

identify yourselves for the record, starting with
Mr Jowett, and then I am going to ask you if you
have something to say and cut you oV if you say it!
Mr Jowett: Keith Jowett, Chief Executive of
the Airport Operators Association representing
72 airports across the United Kingdom.
Ms Burns:Rowena Burns, Strategy Director for the
Manchester Airports Group.
Mr Toms: Mike Toms, Planning and Regulation
Director, BAA plc.
Mr Hall: Ian Hall, Operations Director, NATS.

Q229 Chairman: I do mean it when I say is there
anything any of you would like to say?
Mr Jowett: I might just state that although we will
be holding our own individual positions, which I am
sure the Committee will wish to explore, we do
subscribe generally to a strong view about the
professionalism exhibited by the CAA over many
years. We have some concerns, of course, about the
developments of the future introduced by Europe’s
increasing responsibilities in these areas. I am sure
those things will come out during our discussion.

Q230 Chairman: That is helpful, Mr Jowett. I think
Sir Roy has admitted he is not entirely perfect,
perhaps we can accept there are the odd things we
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can criticise. Several of you have pointed to the need
for a greater degree of integration and co-ordination
between the Department for Transport and the
CAA, mainly in areas of policy development. How
serious is this lack of co-ordination?
Mr Jowett:May we ask Mr Toms to address that in
the first place.
Mr Toms: The issue is an issue of principle at the
moment and how serious it is will become clear in the
next year or so. If I may exemplify the potential
nature of the problem: the Government’s Air
Transport White Paper, which was produced after a
huge amount of public consultation and a great deal
of analysis, set out one specific policy which is the
policy that Stansted should have a new runway as
soon as possible with a target date of 2012. TheCAA
has said, quite correctly, that it is not its duty to
implement Government policy and that its statutory
duties may lead it to a diVerent position. If it was to
lead it to a diVerent position on the right date for the
development of Stansted’s runway that would create
a significant policy tension for us because we could
build the runway to one date, we could build it to the
other but we cannot build it to both.

Q231 Chairman: Anything else? That is a major
problem but any other aspect of their work which
strikes you?
Mr Toms: That is probably the most outstanding
one, Chairman.

Q232 Chairman: Is it a structural problem, this lack
of co-ordination?
MrToms: I think it is a combination of structure and
conduct. If I can exemplify this slightly. The
structural issue is straight forward in as much as the
CAA are under some legislative constraint. It has
duties and its duties do not include the
implementation of Government policy. The tension
is built into the system. A bit of tension is not bad in
the system but given that tension exists I think that
there is a challenge for the CAA and Government to
find ways to accommodate each other’s policies and
find the greatest possible clarity and commonness of
ground so they can give clear policy signals to us.
The challenge is to work the diVerence as eVectively
as possible so we can know where we are.

Q233 Chairman:You are not saying in eVect they do
not give you a clear view of a policy, what you are
saying is frequently there are conflicting policies?
Mr Toms: There can be conflicting policies, yes.

Q234 Chairman: Does the Department take that
much notice of the advice that it gets from the CAA,
because that is one of their functions after all?
Mr Toms: I think the Department does take the
advice of theCAA. It is interesting though that in the
build-up to the Air TransportWhite Paper, in which
we participated a great deal, the CAA was not
wholly engaged in the analytical work which led to
the determination of policy. Had that level of
engagement been greater, the scope for common
understandingwould have been greater on areas like
traYc and market analysis, traYc forecasting.

Q235 Chairman: Can I ask Manchester Airport
Group: we have heard accusations that it is not
possible for the CAA as a single organisation to
reconcile all these conflicting demands, but
particularly in relation to the area of regulation you
have said that you think they have got a good
balance. Is it an easy one or does it require
constant review?
Ms Burns: I think it requires constant review. I
would echoMike Toms’ comments in general about
the nature of the tension between the CAA and the
DfT. I do not think it is structural. The CAA’s
primary duty requires it to consider how best the
needs of airlines and their users can be promoted
through the development of infrastructure and that
necessarily means the CAA needs to take a view
about the growth in passenger demand. It would
make every kind of common sense for the CAA and
the DfT to do that in a collaborative fashion.

Q236 Chairman: You are not suggesting, for
example, if its facilities are split up, its regulatory
duties are split up, that would be easier for the CAA?
MsBurns:No, I think it is a matter of will more than
organisational structure.

Q237 Chairman: Lack of will or direction?
Ms Burns: The dialogue between the DfT and the
CAAon thismatter and I think on other issues could
be closer. Could the DfT encourage that more than
they do, I think possibly yes, they could.

Q238 Chairman: You are not suggesting a single
transport regulator?
Ms Burns: No.

Q239 Graham Stringer:Can I ask BAAwhether they
believe that the CAA should continue to treat the
three mainland airports as one body to be regulated
or whether they should be economically regulated
separately?
Mr Toms: That is a core issue of policy for the CAA
which it will have to determine in the next regulatory
review. I would not want to take the time of this
Committee in trying to have that review now. I want
to make one point about the way in which they
approach that issue which is that for around 20 years
the Government, the CAA and the Competition
Commission have a common view of how pricing
should be done in the South East, and that was a
system view of pricing. That viewwas the viewwhich
drove the early development of Stansted and the
early development of Stansted creates a competitive
basis which has delivered lower fares and higher
choice to passengers. The CAA changed that policy,
despite the preference of the Competition
Commission in 2003. It changed it without any
analytical evidence as to what the consequences of
that change would be.

Q240 Chairman: Are you sure of that?
Mr Toms:We saw none, Madam Chairman.

Q241 Chairman:Not quite the same thing. I will take
your word for it.



3287502003 Page Type [O] 31-10-06 22:15:37 Pag Table: COENEW PPSysB Unit: PAG2

Transport Committee: Evidence Ev 93

18 January 2006 Mr Keith Jowett, Mr Mike Toms, Ms Rowena Burns and Mr Ian Hall

Mr Toms:We saw none and we have asked to see it.

Q242 Chairman: You asked to see it?
Mr Toms: Yes.

Q243 Chairman: Were you told no or was there a
policy of omission in place?
Mr Toms: What we were told at the time was this
was a first principles decision based upon a
theoretical analysis, a first principles analysis of how
the market should function. What was important to
us was there was a clear understanding in the end of
what the on the ground consequences would be for
the amount of capacity, air fares and choice. That
was what we missed and what we hope the CAAwill
address when it looks at this issue again in this
review. It started, and we are very pleased to see they
are doing market analysis, but we think they have a
way to go before they know what the position is.

Q244 Graham Stringer: I find that answer
extraordinary. What you are saying is you not only
have no view about the way new runways should be,
that should be left to the Government, but you have
no view about how you should be regulated, either
collectively or individually as airports. I find that
extraordinary for a business to say that. Can you
explain why you do not have a view between those
two positions?
MrToms: I do not recollect having said that we have
no view of where new runways should be provided.

Q245 Graham Stringer: This is not something I have
made up. You will find BAA representatives, at
various inquiries by this Committee, saying that it
was the view of the Government as to where
runways should be put.
Mr Toms: I was the person who gave that evidence
at your last investigation.

Q246 Chairman:We remember, Mr Toms.
Mr Toms: I am sure you do. The position has
changed substantially since then. We have a clear
policy framework which says the next runway
should be at Stansted and we are very happy with
that policy framework. The Government says it
should be at Stansted, we will adopt that policy and
we will promote it energetically. You can see from
the investment we have undertaken since then we are
promoting Stansted development but we are
determined upon the early delivery of Stansted
runway. I think we have a very clear policy on that.
I amnot saying we have no view on system and stand
alone pricing, what I am saying is that is an issue
which is an issue for the next regulatory review. It is
an extremely complex issue. We think it should be
determined on the ultimate test of what is best for
passengers. The evidence we have so far is that what
has been best for passengers has been the early
production of capacity at Stansted to generate
competition between airlines. We do not care
whether this is called system pricing, stand alone
pricing, any other kind of pricing, what we want is a

regulatory structure which allows us, and
incentivises us, to deliver Stansted as early as
possible. The language is not important.

Q247 Graham Stringer: Answering the question is
important as to whether you want Stansted
regulated separately and from your answer I still do
not understand whether you do want it regulated
separately. I might interpret what you are saying—
and you can correct me if I am wrong—that behind
all those words is what you want is cross-subsidy
from the other BAA airports for Stansted. Is that
what you are saying?
Mr Toms: I am going to try and answer that in the
context of the remit of this investigation, if I may,
which is the purpose, performance and function of
the CAA.What we are saying in this relation, andwe
want to say a little more than this because we have a
lot of separate discussions with the regulator, is that
the CAA needs to organise itself to properly address
what the benefits are of diVerent ways of pricing.
There are not just two ways, there is not just stand
alone and system pricing. There are diVerent ways of
doing stand alone, there are diVerent timing
processes. This is a cat which can probably be
skinned many diVerent ways and we do not want to
play now what we think the right way is because I
expect within the next year a number of diVerent
ways will emerge. I can tell you that what we dowant
is an outcome which delivers the runway as soon as
possible because that is in the best interests of
passengers.

Q248 Graham Stringer: Can I ask that question
again but in a diVerent way: do you want a pricing
system which gives you subsidy from Heathrow and
Gatwick to Stansted?
Mr Toms: I do not recognise the concept of subsidy
as you have described it, I have to say. All the issues
are subsidised to the extent that the drinkers and
smokers and car parkers at the airports are meeting
the cost of airline operations.

Q249 Graham Stringer: Mr Toms, that is slightly
disingenuous, is it not? I did not intend to go along
this line of questioning but you understand
apportioning costs to particular airports that
are associated with those airports, apportioning
costs associated with Heathrow to Heathrow, those
associated with Gatwick to Gatwick and
those associated with Stansted to Stansted. If when
you look at the income against those costs you are
taking the surplus fromGatwick andHeathrow then
you are cross-subsidising. I think, and there is no
point beating about the bush, you are trying to not
tell this Committee that what youwant is subsidy for
that extra runway at Stansted. Is that what you are
telling us?
Mr Toms: I am not conducting a negotiation with
the regulator with this Committee.

Q250 Graham Stringer: So you are not going to tell
us?
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Mr Toms:No, I think it is an issue which is properly
the subject for the regulatory review. For us to deal
with it in short form, in a session such as this, is not
doing justice to the complexity of the issues.

Q251 Chairman: Mr Toms, if I thought you were
being asked things which were unfair I can assure
you I would stop you. I would stop the questioning
and I would stop the progress of the Committee. It
is a legitimate line of questioning and you have come
before us before and expressed a very clear view. I
take it for the moment we are not going to get an
answer, is that probably the best thing to accept?
MrToms:You are not going to get any more answer
than I have given you, Madam Chairman.

Q252 Graham Stringer: Can I move on to
Manchester Airport. This is a small question I hope
you can clear up. In your written evidence you
accuse the CAA of being slow to bring in new
technology, and you mention particularly light
emitting diodes for lights on the runway. When we
asked the CAA those questions they denied any
knowledge of it or that they were slow introducing
new technology. Do you think you could help us by
expanding on your evidence?
Ms Burns: The example that we alluded to in our
written evidence to you was a form of lighting which
is in regular use, and has been for a number of years,
at airports right across Europe. The technology in
question is highly reliable, has been proven in
practice to be highly reliable, reduces maintenance
costs, and generally improves eYciency which must
be in the interests of the airlines, the airports and our
end users, the passengers. The CAA have yet to
licence that technology for use in the UK, we do not
know why.

Q253 Chairman: Have you asked them to have it
licensed? Has anyone asked to have it licensed?
Ms Burns: Yes, indeed, Madam Chairman.

Q254 Graham Stringer: That is very helpful. On a
bigger question, in terms of economic regulation, do
you believe that Manchester Airport should be
economically regulated by the CAA?
MsBurns:MadamChairman, the first thing I would
say is that we are an airport which is driven by the
demands of the market and the pricing that we
propose to airlines is driven by our belief that we
operate in a highly competitive environment, indeed
increasingly competitive, as evidenced by the
development of new airports which are on the
fringes of our catchment area and sharing the ability
to serve that catchment airport. We believe, also, as
a business that the right way for us to proceed is in
a collaborative relationship with our airline
customers. We have been very active over the
years—increasingly active—in forging partnerships
with our airline customers. The CAA’s approach to
the next quinquennial review, the process of
constructive engagement, is we believe a step in the
right direction in that it is actively proposing that
airports and airlines should seek to resolve issues
between themselves, reducing the scope of the

regulatory intervention, if you like, to that of the
court of last resort and to deal with matters which
airlines are not competent to negotiate with
airports directly.

Q255 Mr Martlew: On that point, and obviously
having a constituency in the North, I am very
conscious that Manchester does not only own
Manchester but they own quite a few northern
airports, the reality is that there would be a concern
if it was just left to themarkets that you could exploit
that situation.
Ms Burns: I do not believe so. Our airports in the
North include Manchester Airport, obviously, and
Humberside Airport to the east.

Q256 Mr Martlew: Liverpool?
Ms Burns: I regret to say, Madam Chairman, that
Liverpool is not in our ownership. The overlap
between the catchment areas of our airports is
minimal and indeed there are two airports which sit
between Humberside and Manchester Airport.

Q257 Mr Martlew: None of any size in comparison
with Manchester. There are four large airports in
England, Manchester is one of them, it serves the
north of the country.
MsBurns: It is one of a number of airports that serve
the north of the country.

Q258 Mr Martlew: It is the largest by far, is it not?
Ms Burns:Madam Chairman, it is the largest by far
and it is also the case that Liverpool is the fastest
growing airport in the North of England.
Mr Jowett: If I may contribute from a more
independent position. The present designation of
airports was introduced nearly 20 years ago now in
a very diVerent historical context. Since then, of
course, we have seen radical change in airport
ownership and the activity of airports across the
country. If you look at the North of England today,
where Manchester is located, it is in a very strongly
competitive position alongside, as Ms Burns has
said, a number of strongly growing competitors.
Therefore it is a candidate, one would think, for the
regulators to review the position of it, as I think Mr
Bush said last week when he was here at this table.

Q259 Clive EVord: Mr Jowett, perhaps you would
like to start and others can come in, how has the new
model of constructive engagement between airports
and airlines in the airports review process gone so
far? The CAA has adopted a new approach of
airlines and airports working together, can you
comment?
Mr Jowett: It takes a number of angles. It is early
days yet. There is the economic side and the safety
side. On the economic side there have been some
good attempts at constructive engagement between
the parties; that has had mixed success across the
UK. One or two airports represented by my
colleagues here have had more diYculty with that
than others. On the safety side, there has been a high
degree of engagement between the safety regulator
at airports, certainly in terms of some of the
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regulations or practices in seeing how they can
become more objective-based rather than
prescriptive by nature, and that has opened up new
areas of discussion between us to the benefit overall
of the industries and our ultimate end user, the
consumer.

Q260 Clive EVord: Have any of your members
expressed any concerns about the position of any
particular organisation, for instance BAA in its
position, that without competition the concept of
constructive engagement will not operate eYciently?
Mr Jowett: No, Madam Chairman, certainly that
has not been raised by any of my members who are
airport bodies. We operate in the UK, as you know,
in a very diverse market, very largely privatised and
very competitive between the number of major
groups and independently owned airports and
operated airports across the UK. None of them has
raised an issue concerning BAA.

Q261 Clive EVord:MrToms, is it correct to say there
has been little progress in terms of constructive
engagement at Stansted and, if so, can you give us
a reason?
Mr Toms: I will just set it in its context very quickly.
The CAA embarked on a process of encouraging
airlines and airports to try and agree themajor issues
for regulation in advance of a review in the
aftermath of the last review. I think it is fair to say a
lot of airlines were very bruised by the outcome.
Actually we welcomed it in principle because we
needed to find ways to get together to talk to our
customers better, more clearly, and with less
confusion and less ill-will, although we always have
a realistic expectation that the outcome might not
always work. I think it is fair to say that we have
worked very hard at constructive engagement over
the last year. We have invested a very large amount
of money in it. At all three South East airports we
have adopted the same approach, the same culture,
the same information base for constructive
engagement. The CAA’s current thinking, as we
understand it, is that process is working atHeathrow
with the Heathrow airlines, at Gatwick with the
Gatwick airlines but it is not working at Stansted
with the Stansted airlines.

Q262 Clive EVord: Is it true to say that at Stansted,
as suggested, the BAA, because of its position, will
not engage constructively in this process?
Mr Toms: No, it is not true. If I can give you some
examples of the way we have engaged in the process.
We have provided the airlines with our capital
expenditure programme in great detail. We have
provided the airlines with our traYc forecasts in
considerable detail. We have provided airlines with
an analysis of our operating costs. We have held a
long series of meetings to discuss these issues with
airlines. We have given them the same information
aswe have given theHeathrow andGatwick airlines,
which is information which Heathrow and Gatwick
airlines have been able to work on. For reasons
which you are probably better asking Stansted
airlines about, the Stansted airlines have found it

diYcult to respond with the same degree of
engagement as the Heathrow and Gatwick airlines
have.
Mr Jowett: If I can just add to that, the regulator, the
CAA themselves, have commented that the
additional information being sought by the airlines
is not pertinent to the process of constructive
engagement that they have proposed.

Q263 Clive EVord: It has been suggested to us that
Stansted are saying that the power is skewed against
airlines and that there is no incentive for BAA to
engage constructively.Has anyone got any comment
on that?
Mr Toms: Stansted Airport is regulated and any
power we have in themarket is regulated upon us. In
that respect we are not in a position of unconstrained
ability to do what we want, the regulator has told us
he wants to engage constructively and we have gone
step by step through the process the regulator has
expected us to produce. We know that if we perform
badly or if we perform in an unreasonable way, at
the next regulatory review the CAA or the
CompetitionCommissionwill come along andmake
us pay the price. There is every incentive for us to do
this. Apart from anything else, it is a good idea to
talk to your customers and we do try and do that as
far as possible; it has just not been as productive at
Stansted.
Ms Burns: Can I come in on that point, if I may. I
think the constructive engagement process is the
application of common sense.

Q264 Chairman: You find a lot of common sense in
the aviation industry do you, Ms Burns?
Ms Burns: Perhaps patchy at times. It must be in the
interests of airports to engage with their customers.
I believe that the approach the CAA have taken in
attempting to foster a dialogue between us is one
which makes it relatively simple for airports to
respond and does not impose obligations which are
more onerous than those we would impose upon
ourselves. It is early days yet at Manchester to see
how the process will work because we are a year
behind the BAA in respect of the commencement of
the next quinquennial review but the early
indications are that there is considerable appetite
amongst our airline customers for engaging with us
in that process.

Q265 Clive EVord:We have received evidence, also,
that the CAA does not take full account or properly
understand the economics of low cost air services
when it is undertaking its regulatory role. The
evidence we have had suggests that is not applied in
the case of Stansted. Would you agree that the CAA
regulates according to one size fits all rather than
taking it by the particular organisation it is
regulating?
Ms Burns: The current structure of economic
regulation, as you say, applies in the same way to all
of the economically regulated airports. I think there
must be a question as to whether that is sensible
going forward. The process of constructive
engagement does allow suYcient flexibility I believe
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for airports and airlines to adapt their approach to
individual circumstances pertaining at particular
airports and, to that extent, it does pave the way for
an approach which is more particularised than it has
been in the past.
Mr Toms: It is interesting that in the consultation
paper recently published by the CAA on the policy
issues for the regulatory review the paper is very
heavily weighted towards the discussion of issues
which are particularly relevant to the low frills or
low cost sectors of the market. Indeed, they are
clearly verymuch in the CAA’smind. I think it is fair
to say the CAA is struggling towards a full
understanding of how this sector of the market
works and the challenge for the next year is for us
and the airlines themselves to inform the CAA so
they do understand it before they make their pricing
decisions.

Q266 Mr Scott: Mr Jowett, you stated in your
written evidence that someCAAemployees were too
specialised and there are skill shortages in the safety
regulation group. Do you believe the CAA has
suYcient resources to recruit and retain
appropriately skilled individuals?
Mr Jowett: The challenge for the Civil Aviation
Authority at the moment is the continental model
being adopted through EASA means that in the
ultimate long-term there will be not the need for the
number of experts that they currently employ today,
let alone additional ones. Therefore, attracting and
retaining appropriately skilled staV within the
organisation is always going to be a challenge for
them in this context and setting. There have been
examples, which we could provide outside of this
occasion today, of where in our view there has been
insuYcient ability to respond to questions and
queries. I think the airlines, who you are seeing later
in the day may also have their own examples
pertinent to that.

Q267 Mr Scott:Weheard from the CAA that EASA
is not yet fit for the purpose. Would you agree with
that view?
Mr Jowett: It is not a matter of direct consequence
to us at the moment because, as you are aware, they
currently do not have a remit for regulating airports.

Q268 Chairman: It will be, Mr Jowett. If there is a
Europe-wide authority you will not escape their
attention for very long, will you?
Mr Jowett: Madam Chairman, no, I was going to
concur that we are very concerned about the way the
future may develop. We look at what is happening
with the regulation of certification and maintenance
standards and as we detect, both from what our
peers in the airlines and aerospace industries say,
and indeed fromwhat was said at this table last week
by the CAA themselves, all is not happy in that
setting. Certainly EASA have taken on, it would
appear, more than they are able to properly address
at the moment and their ambitions to extend those
responsibilities to air traYc services and airports do
concern us. We do not believe that they should even
consider or plan for the adoption of airport

regulation until they are well on top of, and
demonstrably so, their existing remit and
responsibilities.

Q269 Mr Scott: Do you believe the creation of
EASA was a good idea in principle?
Mr Jowett: There are certain benefits from having a
single authority, a single set of standards that apply
throughout Europe. Having said that, of course,
airports are already determined and regulated by
ICAO standards under annex 14. We hope that if
and when EASA begin to determine suchmatters, or
have the responsibility for airport regulation, they
will pay very, very close attention to ICAO
standards which have been universally adopted
worldwide and not seek to double regulate. The
CAA have been generally careful not to burden us
with additional regulation, although there have been
occasions; we would certainly be very worried if
there were yet more examples of that coming from
EASA.

Q270 Mr Scott: Is their creation a good idea or not?
Mr Jowett: I believe it remains to be determined. I
think I would have to adopt the same line as the
Chairman of the CAA who himself last week spoke
to this Committee and said at this moment it has not
yet got there, if it carries on as it is we will become
increasingly concerned. We hope the CAA will
exercise increasing influence in Brussels over the role
and future direction of EASA and over its policies
and standards.
Chairman:We get the general idea, Mr Jowett.

Q271 Mr Wilshire: Could I follow that by saying
that last week Sir Roy said to me in this Committee
that my constituents, right next door to Heathrow,
would be less safe in the future if something was not
done about EASA. Can I ask all of you what would
you do to make my constituents safer rather than
at risk?
Mr Hall: I cannot be clear about the context in
which Sir Roy made his remarks.

Q272 Mr Wilshire: In the context of EASA, as it is,
I specifically asked him the question that if
something is not done will my constituents be less
safe in the future, to which he said yes on the record.
Mr Hall: On the broad principles, the standards
which the CAA maintains in the UK, and
particularly the air traYc standards, we believe are
at an appropriate level and a higher level than is the
standard across Europe. If his concern is that EASA
ultimately will lead to lowering of standards thenmy
response to that is as far as National Air TraYc
Services is concerned we will continue to have safety
as our paramount aim and we will continue to invest
in order to maintain the safety standards that we do
at the moment. Our concerns in terms of EASA and
the relationship that the CAA has with EASA are
ensuring that we have a level playing field in terms of
single European sky, development of air traYc
services across Europe, and no dilution of the safety
standards that we have.
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Q273 Mr Wilshire: If EASA were to adopt a lower
standard than the safety standards NATS currently
enforces, what would NATS then do, apply new
standards?
Mr Hall:No, we would not. Even as it stands at the
moment we do not apply a minimum standard to
safety. We are continually working with both the
CAA and in Europe, establishing improvements to
safety management and air traYc systems.

Q274 Mr Wilshire: You are entirely satisfied that
whatever the CAA may say to you, or EASA may
say to you, you will have the authority to disregard
that if it is diluting safety standards?
Mr Hall: The requirements to be set inside the UK,
certainly underneath our economic regulatory
review, allow us to agree with the customers
whatever equipment and standards we think are
appropriate. So long as we have an eVective way of
investing in the systems and being reimbursed for the
investments that we make then there is no reason
why safety standards should reduce. The only
question would be whether EASA started to
introduce and impose standards which somehow
meant that we were forced to lower our standards,
and I cannot see how that would happen.

Q275 Mr Wilshire: Can I ask one other thing about
safety. You are being either incentivised or
penalised, depending on which way you look at it, to
reduce delays in the mornings by financial
arrangements, to try and put it neutrally. If you are
subject to financial pressures to reduce delays, does
that not compromise safety?
Mr Hall: No, it does not and it does not have to at
all. The issue around the delays in the morning
simply means that where, and at the request of the
airlines, they want to improve punctuality at that
particular time of the day, then we will point the
resource in that direction. If there is a reduction in
resource at some other time of the day, then we
would distribute the workload accordingly. There is
no correlation at all between safety standards and
the financial arrangements early in the morning.

Q276 Mr Wilshire: There are financial penalties
which are higher for delays in the morning than at
other times. That is an economic pressure to change
your working arrangements. How can youmeet that
financial pressure without compromising safety?
Mr Hall: So long as we continue to meet the traYc
growth uniformly across the system then we will not
incur those penalties. Our analysis indicates that the
arrangements, put in at the request of customers,
would simply mean that we would prioritise those
flights against flights at other times of the day but
not that we would reduce safety standards in the
morning.

Q277 Chairman: Before you leave that, you say that
the regulatory reviews of NATS are long, complex,
time-consuming and costly, and you would like to
see them shorter and simpler. How are you going to
simplify a process with much complex material
involved?

Mr Hall: The regulatory review has been thorough
and it has been extremely transparent. The
arrangements under single European skies and the
fact that we are the only service provider to have that
transparency does put us in a considerably weaker
position.

Q278 Chairman: You are saying everybody else is
secret so they do better than you?
MrHall: It is secret which means that when it comes
to openness and benchmarking, when it comes to
our ability to consider what will happen under single
European skies in terms of expansion, everybody
else can see our books and we cannot see anybody
else’s books.

Q279 Chairman:That is a minor disadvantage, I will
give you that. Does the CAA say anything to you
about developing methods for minimising delays
without compromising safety?
Mr Hall: The way in which the particular delay
penalty was set up was a part of the extensive
discussions under the CP2 review, so, yes, we did
discuss it. There is no particular conversation about
how in particular we are going to meet the delay
penalty without reducing safety. There is an inherent
assumption that is what we are going to do and that
is what we are doing.

Q280 Chairman: Are you secure in the knowledge
yourself that two parts of the same organisation are
not giving you contradictory signals?
Mr Hall: I am absolutely convinced about that
because the permissions that we sought under the
CP2 for investments in safety improvements and so
forth were agreed and the costs that we put in there
for increase in ATCO numbers and so forth of the
CP2 were also approved under this process. I am
quite satisfied it is balanced.

Q281 Mr Donaldson: The Airport Operators
Association has questioned the need for the CAA to
earn a rate of return of capital of 6% arguing that
this ultimately puts UK airports at a competitive
disadvantage. Is your preferred solution a reduction
in the rate of return or a fundamental change in the
funding arrangements such that the taxpayer bears
part of the cost?
Mr Jowett: I think there is such a long history of the
charging arrangements in the UK that it would be
invidious to propose costs going back on to the UK
taxpayer. However, we are certainly not on a level
playing field with our continental peers and it needs
to be recognised that aviation is an international
activity and it would be ever so easy, increasingly in
this day and age, for activity to relocate itself to the
continent in many cases if the costs here became
prohibitive. Our concern is that we are being double
penalised. As well as paying all of the costs of our
regulator, which is not the case on the continent, we
are also being charged what essentially becomes a
profitmargin to theGovernment for that regulation.
We think that is highly inappropriate and I believe
that has already been brought to your attention. It
represents an assumed risk on capital of about 3°%
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over and above inflation, and we cannot see that this
business, in terms of revenue flows to the
Government, has any risk at all relating to it.

Q282 Mr Donaldson: Do any of your colleagues
want to add anything to that?
Ms Burns: No.

Q283 Mr Donaldson: Do you think moving to a
system in which the Government part funds the
CAAmight help alleviate perceptions amongst some
that the CAA is not independent of the bodies it
regulates?
Mr Hall: I suppose an argument could be posited
that way. I do not suppose it would have much
credence with the industry itself particularly or with
the public in general. It would be nice if that was the
case but it is not something we are advocating.

Q284 Mr Donaldson:Why do you say it would not
have much credence with the public?
Mr Hall: I believe the public perception of the CAA
is that it is a highly professional regulator. Amongst
all the regulators, both aviation regulators across
Europe and one might argue amongst regulators
here in the UK of other utilities, it is probably the
best regarded in terms of its independence and
professionalism of its activities. The costs of it and
the potential for double regulation are matters
which concern us but I do not think those would
impact upon public consciousness or concern.

Q285 Mr Donaldson: Manchester Airports Group
and the Airport Operators Association have argued
that the CAA’s cost base must be kept under close
scrutiny. We have heard from others that regulatory
costs in the UK are higher than elsewhere. What
view do you take of the current level of costs?
Mr Hall:We would argue that there is opportunity
for the CAA to re-examine its budgets, staYng,
resources and to use them more eYciently,
particularly in the growth of the continental
regulator for aviation safety. That was not an
argument that the Government should bear some of
those costs, it was an argument that the CAA should
look more carefully at its own resourcing.

Q286 Mr Donaldson: Who do you think should
perform the role of scrutinising the CAA’s cost base?
Should it be the CAA itself, the regulated
organisations or an independent body?
MrHall: I have not taken a view on that personally.
I think there could be a case for the National Audit
Commission to consider the matter but it should be
developed through further work. Perhaps I will ask
my colleagues if they have a comment to make?
Ms Burns: Madam Chairman, only this in the case
of Manchester, which is the most important thing is
for transparency in the costs. A considerable
amount of work has been done in recent years to
improve the transparency of costs from the CAA to
its regulatees. I think there is more scope to go
further with this work and I would much prefer that

approach than to introduce a third party into the
process which in the end will merely add more costs
somewhere.

Q287 Chairman: Is that a yes or a no for the NAO?
Mr Hall: I think it is a no.

Q288 Chairman: Are you saying yes if the NAO is
cheaper, no if it is more expensive?
Ms Burns: No, if it is more expensive.

Q289 Chairman: No if it is more expensive but that
is the only objection. You are not saying we should
not have an independent scrutiny, you are saying
only if it does not cost anything?
Ms Burns: I am certainly not saying we should not
have an independent scrutineer. I think the
obligation in the first instance is for the CAA to
convince both its airlines and its airports that it is
conducting itself in a cost-eVective manner.
Mr Jowett: I would like to concur with my
colleagues on that.

Q290 Chairman: In which case, forgive me, we are
going to move on because we are running out of
time. I am going to ask you finally if any other of you
have got any comment on the National Audit OYce
and the need for it to investigate the CAA as
opposed to its existing scrutiny systems?
Mr Toms:My understanding at the moment is that
the National Audit OYce does not have the power
to scrutinise the CAA’s finances.

Q291 Chairman: We are not suggesting it has but
that does not mean to say that we could not
recommend it. We write the laws, you know, we
sometimes rewrite the laws, sometimes we have been
known to rewrite the rewrite!
Mr Toms:While you are contemplating rewriting of
the rewriting of the rewriting, our normal
predisposition is not to suggest additional layers of
regulation, and what we do not want is the guards
guarding the guards guarding the guards in this
situation. Cost control of an organisation is
normally best done by its owner, and I think there is
a question which may be addressed here about in
what form the DfT itself, as the sponsoring
department for the CAA, wants to make sure that it
is satisfied as to the cost levels in the organisation.

Q292 Chairman: Have you looked at the CAA’s
Regulatory Impact Assessments?
Mr Toms: I have not seen any.

Q293 Chairman: Anybody else?
Mr Jowett: No, Madam Chairman.
Ms Burns: No.

Q294 Chairman:You have not had occasion to look
at those. Are you all in favour of the
recommendations of the Hampton Report?
Mr Jowett: In broad principle, Madam Chairman,
yes.
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Q295 Chairman: In broad principle. Do you think an
increasingly light touch approach to regulation
might compromise the CAA’s safety standards?
Mr Jowett: The CAA talk about a light touch
approach to regulation, we would not, from the
industry side, always perceive it that way. Certainly
in terms of standard setting and regulation
compared with some of our continental neighbours
or with North America it would not be deemed that

Memorandum submitted by the British Air Transport Association

1. Introduction

1.1 BATA is the trade association representing UK registered airlines with members from the scheduled,
charter and freight sectors. BATA members produce over 90% of UK airline output.

1.2 The legislative framework within which the CAA operates was introduced some 40 years ago and,
given the recent and likely future developments in the industry, we welcome this timely Inquiry.

2. CAA Adapting to Changing Times

2.1 UKairlines operate in a very international and highly competitive market, competingwith each other
and with airlines registered and regulated in other countries. As the commercial air travel markets are
increasingly deregulated and the industry moves towards international consolidation we expect the role of
the UK’s aviation regulator, the Civil Aviation Authority (CAA), to adjust to reflect these changes. The
advent of the European Aviation Safety Agency (EASA) is a good example of this trend toward
international structures in aviation.

2.2 For example, in future wewould expect CAA to be the implementer of international safety regulation,
but not the rule maker. This implies a future CAA with a diVerent balance of skills to the CAA of the past.
We would also expect CAA’s economic regulation to continue to focus on the development and
maintenance of openmarkets withminimum competitive distortion.Where competition is inadequate, with
monopoly suppliers for example, the CAA should provide robust economic regulation to ensure that UK
aviation operates and grows eYciently.

2.3 The new,moremultinational, structures in aviation also suggest a changing role forGovernment and,
perhaps, a greater advisory role for CAA. We feel that CAA’s current activity as policy adviser to
Government is understated and it will become even more important in future for the roles and relationships
between Government, CAA and international aviation bodies to be both constructive and transparent.

2.4 We will comment on the issues raised by addressing each of the CAA’s main areas of responsibility:

— Airspace Policy;

— Consumer Protection;

— Economic Regulation; and

— Safety Regulation.

3. Airspace Policy

3.1 The Airspace Policy department of the CAA has an important role in the development both of UK
airspace and the airspace across Europe.

3.2 Developments in UK airspace are necessary to meet the growth expected in the number of flights
including additional runway capacity at airports and to ensure that best use is made of technology—on the
ground and in the air. Developments should aim to minimise the environmental impact of flight routings
and we would expect Government to provide CAA with clear guidelines on the environmental objectives of
UK airspace policy.

3.3 The airlines enjoy good consultation processes with the Airspace Policy department of CAA.
However, we believe that the current processes for consultation on and approval of airspace changes are
significantly longer than necessary and there is a risk that they will become a bottleneck constraining the
developments that are needed both to allow growth and to minimise environmental impact.

3.4 The current structure and use of controlled airspace across Europe produce significant fuel
ineYciencies for airlines and CAA have a key role in promoting better airspace structures across Europe as
part of the Single European Sky initiative and to develop and promote civil/military collaboration within
UK airspace and across Europe.

way. Progress andmovement towards further, as the
CAAwould say, light regulation, we would endorse.
We do not believe that there would be a safety issue.
Safety is at the forefront of our minds. It must not
be compromised butwe believe furthermoves in that
direction would not so compromise it.
Chairman: On that note, Mr Jowett, Madam,
gentlemen,may I thank you for your attendance.We
are very grateful.
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4. Consumer Protection

4.1 There is a limited dialogue between BATA and the Consumer Protection area of CAA. In part, this
is due to the unit’s focus on implementing travel industry regulations rather than those regulating airline
operations.

4.2 As the airline industry is international, competitive and increasingly de-regulated commercially, we
would expect consumer protection regulation to be the minimum necessary to ensure adequate standards
of service. Any such regulation should be international in scope and applied consistently across states. We
would also expect CAA to ensure that consumer-related legislation is implemented in a way that does not
undermine the competitiveness of UK airlines.

5. Economic Regulation

5.1 The regulation of airlines’ commercial activity has reduced as air travel markets across the world have
become more open. However, the regulation of monopoly suppliers remains a vital CAA role as far as UK
airlines are concerned. BAA’s London Airports and NATS are the two prime examples and we look to the
CAA’s Economic Regulator to set price controls that encourage these monopolies to operate eYciently and
to develop additional capacity in a timely, appropriate and eYcient manner.

5.2 We have regular dialogue with the Economic Regulation Group (ERG) and we will continue to seek
a fair deal for airline customers of the monopoly suppliers. In particular, we want to ensure that the
development of additional airport capacity continues to be funded separately at each airport. We support
the view of CAA that cross-subsidy between airports is unnecessary and if introduced would undermine the
highly-competitive airline market.

6. Safety Regulation

6.1 The maintenance of high standards of safety is a priority for the industry and we strongly support
the development of international aviation safety regulations, applied consistently across all states. We see
the European Aviation Safety Agency (EASA) as an opportunity to meet this objective across Europe and
at the same time provide an aviation safety regulator able to work with the US Federal Aviation
Administration (FAA) to ensure consistent international regulations.

6.2 We believe that the introduction of safety management systems in UK airlines over the last 20 years
has made a significant contribution to the industry’s safety record. The CAA encouraged these moves to
embed the safety culture into airline management and operations and the new structures should enablemore
eYcient safety auditing by SRG. We look forward to these changes reflected in the number and style of
oversight inspections undertaken by CAA.

6.3 The CAA’s Safety Regulation Group (SRG) is starting a period of transition as EASA takes on some
of the responsibilities previously undertaken by National Aviation Authorities (NAAs) across Europe.
Whilst this transition is not without its diYculties the process is necessary and all those involved—EASA,
NAAs and industry—should work to minimise administrative burdens and achieve the objective of robust
and eVective regulations applied consistently across all states. Further phases of implementation will follow
over the next two to three years until most aviation safety regulation for Europe originates in EASA.

6.4 We feel it is important for CAA to engage positively with EASA in order to ensure UK’s experience
is brought to bear in the delivery of high quality safety standards.

6.5 Standards of safety should not be limited by cost considerations. However, the industry expects its
regulation to be delivered as eYciently and cost-eVectively as possible. The costs of regulation aVect the
industry through the direct cost of implementing the regulations and also through the cost of the regulator
itself. In the UK, the CAA’s costs, together with a 6% rate of return, are paid for by the aviation industry
through a variety of charging schemes. The predominant activity and cost within CAA is the SRG whose
costs are recovered through charges paid by the UK aviation companies regulated by the SRG and, in the
case of airline regulation, the UK-registered airlines. Foreign registered airlines do not contribute to the
costs of SRG. In fact, in many other European countries the cost of the aviation safety regulator is funded,
either in part or in whole, by the state.

6.6 UK airlines have been contributing charges well in excess of the costs of regulating them for a number
of years. BATA called for and fully participated in, the Joint CAA/Industry Review Team of SRG costs and
charges which reported earlier this year.Wewelcomed this review and its clarification of charging principles.

6.7 CAA has since consulted on and implemented a number of changes to the SRG charges schemes
which will, over a period of some five years, bring charges for regulatory activity in line with the cost of that
activity. This change to a more open and transparent approach to consultation and the setting of charges
needs to continue as SRG seeks increased eYciency and adjusts its role in line with the enlarged
responsibility of EASA.

6.8 There remain a number of areas where SRG requirements exceed those in any other state and we
would consider several of these requirements as adding cost without improving safety.
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6.9 There are also diVerences between states when it comes to deciding who pays for the regulator’s costs.
Some states pay for some or all of its aviation regulator and others expect industry to cover all costs.

6.10 One BATA member has investigated the regulatory charges that would apply if it was registered in
either Ireland or Germany instead of the UK. They found that in 2003, CAA SRG charges were three times
the comparable charge in Ireland—whose regulator’s costs are also fully paid by industry—and over 10
times the charge in Germany where the Government funds part of the regulator’s activity. Even after the
changes to SRG charges following the recent review, the direct regulatory costs for this airline being
registered in the UK will still be 50% more than being on the Irish register and over five times that of being
on the German register.

6.11 There are clearly many diVerences between aviation regulators across Europe. As EASA becomes
the single rule-maker, UK airlines will look to CAA to redefine its role and in doing so to recognise that the
most eYcient way to oversee the regulations in the UK may be learnt from other NAAs.

6.12 Themove toward central EU rulemaking also presents a challenge to theUK. IfGovernment wishes
to duplicate by retaining research and other policy development skills in this country it should not pass the
cost of this duplication to UK industry.

6.13 There are two elements of the CAA’s overhead cost that we will continue to challenge. The need to
make a 6% rate of return seems to be excessive when risk-free rates are so much lower and the anomalous
position of CAA with regard to VAT means that industry has an additional and unnecessary financial
burden.

21 November 2005

Memorandum submitted by British Airways

Introduction

1. British Airways acknowledges the need for eVective controls in the public interest in areas such as
safety and airspace design and in market regulation where there is no competition. However, the regulatory
framework set up for the CAA is a very old one that predates many significant structural changes, including:

— privatisation of British Airways, BAA, BAe Systems, Rolls Royce;

— establishment of the single EU air transport market;

— progressive long-term liberalisation of intercontinental markets;

— the NATS ppp;

— the shift in regulatory practice away from formal rules and processes and towards managing risks
and securing outcomes;

— rise of EU policies and EU regulatory structures taking precedence over national structures,
notably in competition policy, aviation safety and air navigation; and

— new “Better Regulation” standards for improved regulatory eVectiveness.

2. The CAA has played its part in promoting these developments, which also have significant
implications for the role of the CAA. Overall, change to the CAA has been piecemeal and reactive. Changes
were made in the Transport Act 2000 to separate NATS from the CAA and to give the CAA regulatory
powers over NATS. We are not aware that there has been an overall strategic review of the CAA’s remit
since the Edwards Review was set up in 1967, almost forty years ago. The Edwards Review resulted in the
Civil Aviation Act of 1971 and the establishment of the CAA in 1972. At 33, the CAA is one of the UK’s
oldest regulators—and one that attracts little public scrutiny.

3. A key question to consider is whether the CAA is evolving adequately in response to the emergence
of EU regulators and to the Government’s Better Regulation agenda, or whether its old constitution and
organisation impedes progress towards a modern, eYcient, risk-oriented regulator. The CAA was set up to
be independent and accountable to Parliament. The Select Committee’s review is therefore timely.

4. Parliament has so far taken a “hands oV” approach to their role as ultimate overseer of the CAA. The
House of Lords Constitution Committee’s review into the Accountability of Regulators provided the last
opportunity to consider the CAA’s role.

5. British Airways’s relationship with the CAA is based on mutual respect and we recognise their
professional expertise. We agree with the CAA on most policy issues, though there are occasional
disagreements on important issues. Despite market deregulation, our own commercial interests still depend
to a significant extent on the CAA who:

— have discretionary powers over our safety (AOC) and commercial licenses (ATL);

— regulate prices and service quality standards at BAA’s main airports and at NATS;

— recover their own costs (c £100 million pa) as well as a profit from UK industry;

— negotiate the cost of the Met OYce contract which is recovered from commercial airlines flying in
UK airspace (some £25 million pa);

— continue to regulate air fares in some long haul markets;
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— allocate scarce capacity among UK airlines in restricted longhaul markets (new Indian rights were
divided by the CAA between three UK airlines);

— negotiate technical/operational standards at ICAO; and

— ensure delivery of air transport infrastructure.

6. It is therefore important to us that the CAA constantly reviews its eVectiveness and eYciency and
adapts to keep pace with the needs of the industry.

7. In this document, British Airways makes the case for a number of changes to remove outdated
regulatory burdens and to sharpen accountability arrangements. Inevitably we focus on areas where change
is needed rather than on areas that work well. We have raised most of these issues with the CAA through
their various consultation arrangements.

8. We would like to stress that these remarks are intended as constructive contributions to the Select
Committee’s inquiry and hope that the CAA will read them in that spirit. British Airways has always
supported the need for an independent CAA and we continue to do so. In most policy areas we agree with
the CAA and cooperate closely with them.We are also prepared to pay our own share of the costs of eYcient
and proportionate regulation.

Remit, Structure, and Powers of the CAA

9. The CAA acts independently within frameworks laid down by the Civil Aviation Act 1982, the
Airports Act 1986 and the Transport Act 2000 as well as the Air Navigation Order and other secondary
legislation. The CAA’s statutory objectives and responsibilities are therefore scattered and diYcult to
summarise. Most regulators have one core area of competence, but the CAA has remits for: economic
regulation (ERG); consumer protection (CPG); safety regulation (SRG); and airspace policy (DAP). The
CAA also has environmental and health expertise, acting as an adviser to Government in these areas.

10. The four main groups (SRG, ERG, DAP and CPG) operate as separate regulators, each with their
own distinct policies, agendas, workforce, industry consultation arrangements and income streams. They
come together primarily at the group level. This makes the CAA an unusually complex regulator and one
that has four distinct identities.

11. As a public corporation, the CAA also has a unique constitution for a regulator. It is not part of
Government,8 but pays corporation tax and is required by the Treasury to make a 6% return on assets. The
CAA receives almost noGovernment funding. In 1982, theCAAwas given powers to levy cost-related prices
for its formal statutory functions so that it could become self-financing. Despite this, for VAT purposes it
is not considered to be providing an economic service. Therefore £3 million of VAT incurred on bought-in
products and services cannot be passed through and reclaimed by industry. This seems to be an anomaly.

12. In a few limited areas, notably airspace regulation and economic regulation, the CAA exercises a
policy role independent from Government. In other areas, notably safety, policy remains legally the
responsibility of the Secretary of State and the CAA’s role is one of overseer, enforcer and adviser to
Government.

13. The CAA also provides some “services” that could, in principle, be provided by a competent third
party on a competitive basis. For example:

— Tour-operator bonding arrangements in some EU countries (eg Germany) are provided by
non-Governmental organisations on a commercial basis;

— meterological information could be opened up to competitive supply; and

— consultancy and training services provided by the CAA can be provided on a commercial basis
(as some is already).

14. The CAA is accountable to the Secretary of State and the relationship is managed through DfT. The
CAA is also accountable to its own Board. Presumably the Board is accountable to the Government, as
owner of the CAA. Most Boards ensure that their company responds to pressures either from competitors
or a regulator. The CAA has no competitors and no regulator and is legally entitled to recover its costs from
industry. The issue of who regulates the regulator, be it Government or Parliament, is an important one.

15. On policy matters, the CAA consults industry before making decisions or recommendations. In some
areas, industry has either a right of appeal, or the decision is taken by the Secretary of State. However, there
are areas where there is no appeal and therefore no real accountability apart from a judicial review.
Examples of areas without appeal include:

— the setting of ATC charges and service quality standards, where NATS has the right of appeal to
the Competition Commission, but airlines do not; and

— The right of appeal to the SoS over allocation of route rights under the scarce capacity process is
to be withdrawn without an adequate alternative being put in place.

8 CAA employees are not civil servants. CAA assets do not belong to the crown. CAA does not act on behalf of the crown or
benefit from crown immunity.



3287501023 Page Type [O] 31-10-06 22:15:37 Pag Table: COENEW PPSysB Unit: PAG2

Transport Committee: Evidence Ev 103

16. The closest equivalent structure to the CAA’s is the FSA. This is a Government-owned company,
funded by industry. However, the FSA does not appear to have to make a profit. They are subjected by the
Treasury to independent value for money reviews every five years or so. There are statutory consumer and
Practitioner panels that scrutinise the eVectiveness of the FSA against its statutory objectives and provide
feedback at a strategic level. And there is a statutory duty to operate eYciently.

17. Apart from the FSA and the CAA, all other regulators are subject to audits by the NAO.

18. Although some areas have been modernised, many of the CAA’s powers, including its corporate
structure and statutory accountability arrangements are decades old.We believe there are structural deficits
that result from this old constitution.

Performance of the CAA in Relation to its Statutory Objectives and Functions

19. Commercial air transport in the UK is safe, growing and innovative, providing an eYcient service to
the general public and a wide choice of destinations, airports, prices and levels of service. The CAA has
helped to facilitate this.

20. On the other hand, regulatory costs in the UK (fees and compliance costs) are often higher than
elsewhere and the infrastructure is congested. Airport charges are rising andNATS remains one of the most
expensive air navigation service providers, despite economic regulation. The UK’s airlines have struggled
to remain competitive and most have not made adequate returns on their investments.

21. The CAA’s Annual Report describes their work by organisational group, not by statutory functions
(although these coincide to some extent). The report includes some simple high level “performance
indicators” for safety and delays, but these are measures of UK industry performance, so it is not easy to
draw conclusions from these about regulatory performance. Business plans also focus mainly on projects
and priorities, rather than statutory functions.

22. There has never been an independent overall review of the CAA’s performance against its statutory
objectives and functions, so far as we are aware. However, technical performance reviews are conducted:

— ICAO audits the CAA’s safety regulation group to check its technical competence against
international standards and the CAA responds to their recommendations.

— on their own initiative, DAP conducted a stakeholder survey in 2004 to examine perceptions of
their own eVectiveness—and seeking suggestions for improvements.

— ERG commissioned a review of their last airport quinquennial review, following widespread
criticism, and this has led to a new approach to the forthcoming review.

23. British Airways would like to draw attention to the following areas where the CAA’s performance
against its statutory functions could be improved.

24. The last economic review of BAA airport charges did not go well, as the CAA accept. Under the
previous directorship, ERG based their approach on economic theories that were not accepted, while
neglecting core regulatory duties, such as reviewing the scope for cost eYciencies.We have engaged with the
CAA to ensure a more positive approach in the next review, which will be based on a strategic dialogue
between BAA and its customers. We support this approach, although ERG need to be realistic about the
scope for agreement. They will still need to get involved in key areas to ensure that the regulatory regime
delivers value and does not legitimise monopoly prices.

25. The second economic review of NATS, which is almost complete, will result in the continuation of a
high level of ATM charges compared to the European average. We are prepared to pay for the investments
necessary to increase capacity, but we do not believe that the service quality and capital investment
incentives are strong enough. We believe that safety is enhanced by the “service quality incentive” because
by encouraging better capacity planning, it should reduce conflicts between safety and operational
performance.

26. Safety is of paramount importance to airlines and the CAA rightly places a high priority on this area.
However, we believe, as do other sectors of industry, that there is significant scope for removing outdated
regulatory burdens, introducing more eYcient oversight arrangements and reducing paperwork costs—
without undermining the eVectiveness of the CAA’s important work. The new EASA framework for
certification has required SRG to review the continuing need for some national restrictions in a “spring
cleaning” exercise, and this has had positive results. The same approach will also need to be applied in other
areas to prepare for EASA taking competence for operations, licensing, airports and air traYcmanagement.
It is often assumed that tighter regulatory standards lead to higher safety standards, but this is not
necessarily the case. We are pleased that SRG has started to move towards a risk-based approach to safety.
This has the scope to improve or maintain safety levels, while reducing regulatory burdens.
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27. The delivery of two new runways in South East England will require unprecedented changes in
airspace design and use. This creates significant challenges forDAP, whose procedures have so far been used
only for relatively small airspace changes. Therefore, without wishing to criticise past performance, we
believe that change is needed to ensure that DAP can prevent airspace change becoming a constraining
factor in the delivery of new airport infrastructure.

28. The CAApasses through large costs from theMetOYce and Eurocontrol, to airlines.We understand
that the CAA did reduce Met OYce costs, but there is clearly scope to reduce these burdens much further.

Effectiveness and Efficiency of the CAA’s Regulatory Framework

29. The regulatory framework is complex and fragmented, making it diYcult for people to know exactly
what powers the CAA does or does not have when it deals with certain matters.

30. The CAA commonly acts beyond its formal remit, as an adviser to Government. It is not clear that
this advice is always sought by the Government. The CAA is legally entitled to recover the costs of such
advice from the Secretary of State, but in practice we understand that this rarely happens. The boundaries
of the CAA’s remit have therefore become rather blurred. One example is research, which is the SoS’s
responsibility (Civil AviationAct (S1(d)). TheCAAhas a significant research programme, the costs of which
are recovered from airlines. We believe the CAA should be obliged to secure consent before undertaking
such extra-statutory work from whoever will pay for the work. Consultation is not suYcient. This does not
need a change to the regulatory framework, but it does require that the CAA distinguishes clearly between
statutory and non-statutory functions and charges accordingly.

31. There is currently no legal obligation on the CAA to be transparent or eYcient. The CAAhas recently
started to be more transparent in its finances. However, we cannot think of any other UK organisation—
public or private—that can levy charges with such impunity.

32. In our view, the CAA’s funding arrangements work badly, though they appear to serve the purposes
of the CAA, the Treasury andDfT. It has been too easy for the organisation to finance the activities it wishes
to pursue and there is little incentive to ensure that longstanding activities remain necessary, proportionate
and eYcient.

33. The CAA has a large property portfolio, consisting of a freehold building at Gatwick, two London
oYces on long (onerous) leases and a significant number of regional oYces. There has been some
consolidation in recent years, there seems to be scope for further reductions, especially with the introduction
of technology and the smaller role of the CAA.

34. In areas where industry believes there is insuYcient accountability on the part of the CAA, public
criticism is the only practicable way to address issues that cannot be resolved directly with the CAA. This
situation creates tensions in the otherwise constructive relationship between industry and the CAA.

35. An appeal mechanism is needed for scarce capacity hearings to the Competition Tribunal.

36. The VAT status of the CAA should be reviewed.

37. The requirement for the CAA to make a profit of 6% on assets is not, in our view, justified. Even if
a profit is required, 6% is excessive given that the risk free rate is around 2%.

Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

38. We are pleased that the CAA has signed up to the Better Regulation agenda, including the use of
Regulatory Impact Assessments, adoption of the Enforcement Concordat and eVective consultation. This
applies to new requirements. There remains a great deal of scope to reduce old regulatory burdens without
undermining eVectiveness. We are pleased that SRG is to stop routine flight tests and we look forward to a
new approach to annual safety audits. These developments recognise the eVectiveness of safetymanagement
systems and reward well managed airlines by targeting inspections on areas of real risk.

39. Regulatory burdens are, however, inevitable for monopolies, such as NATS and BAA, where there
is no scope to introduce competition as an alternative to regulation.

40. We believe the CAA is insuYciently accountable for its £100 million annual budget which, together
with a return on assets, is recovered from industry. Cost allocation arrangements have created invisible
cross-subsidies that result in excessive charges to large airlines such as British Airways and also reduce
pressures to reduce regulatory burdens and to be eYcient. The CAA has started to remove the cross-
subsidies, but progress is slow.

41. The CAA has started to control its costs, but greater transparency of cost information is needed. We
believe there is scope to reduce CAA costs by:

— closing/amalgamating regional oYces;

— reducing training costs, which are currently very high;

— automating high volume paper based transactions—such as the issuing of licenses;

— stopping work when competence passes to the EU;
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— charging for non-statutory advice, rather than recovering costs from statutory charge schemes
(this would probably lead to a reduction of eVort); and

— outsourcing work where this improves eYciency.

42. DfT explained in their response to the House of Lords report into the Accountability of Regulators
that they set eYciency targets, on which CAA directors’ bonuses depend. However, it is industry that pays
for the CAA and industry is not consulted about these arrangements. DfT also exercise control over staV
remuneration, but again industry is not consulted. It is therefore impossible to assess whether these
arrangements are appropriate.

43. We are concerned about the CAA’s ability to downsize where necessary, in response to European
developments. We have been told by the CAA that staV contractual terms are an inhibiting factor to
organisational change. If it is the case that CAA staV benefit from public sector terms and conditions of
employment (including generous final salary pensions and long holidays) while also benefiting from rates
of pay that are competitive with the private sector, this may inhibit staV mobility. However, we have no
information on this.

44. Despite the CAA’s reduced responsibilities and the scope to improve eYciency, the CAA’s current
business plan up to 2010 shows staV numbers reducing only by 5% from current numbers. Costs are planned
to increase by 18% over the period (by £18 million) despite the staV reduction and a pension fund surplus.
The Safety Regulation Group, where industry is expecting to see significant reductions, is planning to
increase annual income from £69 million to £75 million, an 8% rise. This plan, which has not been discussed
with industry, does not appear to reflect the agreed charging principle that “The CAA shall continuously seek
to minimize the cost of regulation by improving its eYciency and eVectiveness and by limiting its regulation to
that which is necessary, proportionate to risk and within the scope of the legislative framework.”

45. We believe there is a good case for the CAA to be subject to audit by the NAO.

EVect of growing international and EU cooperation on the work of the CAA

46. National approaches are inevitably giving way to international ones. Within the EU, competence has
been passed to Europe in recent years for, inter alia:

— The single air transport market, with its liberalisation of markets, prohibitions on State Aid and
common commercial licensing requirements to protect consumer interests;

— Denied boarding compensation;

— Airport measures including slot allocation at congested airports and ground handling;

— Airport security;

— Safety of aircraft, with operations, licensing, airport and ATC safety to follow;

— Air traYc services integration (the ongoing Single European Sky programme);

— Aircraft noise measurement, operating restrictions and the phase-out of old aircraft;

— Emissions trading to manage climate change; and

— Working time limits under the social chapter.

47. Nationality itself is becoming a meaningless concept within the EU single market. As the EU’s remit
expands into all significant aviation policy areas, so the policy-making role of Europe’s national aviation
regulators, including that of the Government and CAA, is fast disappearing. EU rules generally prohibit
national variations except where objectively justified. This is important to avoid distorting competition.

48. Regulatory methods are also changing. It is now accepted on the Continent as in the UK that an
approach based on compliance with prescriptive rules is far less eVective and eYcient than an approach
based on incentives, voluntary approaches, formalised responsibilities and risk management. As in the UK,
it will take time for commitment to these principles to result in tangible change.

49. EASA, as an organisation, has run into significant problems with its charging arrangements. Its
systems are bureaucratic and its charges have not been properly calibrated. This must be changed if the
organisation is to work eVectively. This is a serious problem, but it does not undermine the rationale for
EASA to take competence for all areas of aviation safety. The Management Board must take responsibility
for solving the problems with charges.

50. Policy in most areas is now decided in Brussels. Only national infrastructure and its regulation
remains at national level, as the Government has retained national competence in these areas. This means
that the CAA will progressively require fewer people.

51. The main challenges facing the CAA are the need to work within the new common EU rules, while
also updating its own regulatory practices and adapting to the changing needs of industry. A single
European air transportmarket requires a consistent set of rules, and this is driving regulatory harmonisation
in almost all policy areas. It is an unstoppable trend and one that should deliver great benefits.
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52. The transition is creating challenges for the CAA and industry. We share a common interest in trying
to manage the transition and to make the new European structures as eYcient and eVective as possible.

18 November 2005

Memorandum submitted by Ryanair

Ryanair welcomes the opportunity to submit comments to the Transport Committee on the performance
of the CAA in relation to its statutory objectives.

Although Ryanair is not a UK registered airline, we are nevertheless aVected by the decisions of the CAA
given our substantial operations in the UK. In the current year Ryanair will carry more passengers (over
35 million) than any other British airline, including British Airways. However, we are becoming increasingly
concerned over the inability of the CAA to regulate monopolies such as NATS and BAA. These regulatory
failures are having a seriously negative eVect on the competitiveness of the UK air transport industry. The
CAA is also contributing to over-regulation of the industry and increasing costs for consumers, for example,
in its failed proposals to include scheduled airlines in the ATOL system.

We highlight below some of these failures and recommend that the UK Parliament strongly consider the
break up of the BAA monopoly in order to introduce real competition and eYciency in the provision of
airport services in London, and opening up the provision of air traYc control services in the UK to
competition from other ATC providers. We also recommend disbanding the Consumer Protection division
of the CAA as it is unnecessary in the current competitive airline environment and only contributes to
needless bureaucracy and over regulation.

1. Failure of the CAA to Regulate the BAA Monopoly

Ryanair has for years been calling on the CAA and the UK government to break up the strangle hold of
the BAAmonopoly on the three major airports in the London area. The UK government should never have
allowed a situation whereby one company controls the vast bulk of airport capacity in London, the most
significant market in the UK. However, having done so, it is incumbent on the CAA to ensure that this
monopoly does not abuse its dominance to the detriment of airport users and consumers. Indeed, Section
39 of the Airports Act requires the CAA to:

(a) further the reasonable interests of users of airports within the UK;

(b) promote eYcient, economic and profitable operation of such airports;

(c) encourage investment in new facilities at airports in time to satisfy anticipated demands by the
users of such airports; and

(d) impose the minimum restrictions that are consistent with the performance by the CAA of its
functions under these sections.

We contend that the CAAhas failed on all requirements and has allowed the BAA to abuse its dominance
by building gold plated facilities in Stansted, that completely ignore the stated requirements of users. The
latest example of this abuse is the proposed £4 billion spend on a new runway and terminal facilities at
Stansted, against the unanimous opposition of users. The recent announcement by Luton Airport of plans
to build similar facilities for roughly one third the costs of what the BAA plan to spend is graphic evidence
of the BAA’s regulatory gaming and the failure of the CAA to prevent these abuses.

We are aware that the StanstedAirlinesConsultationCommittee (ACC) havemade a separate submission
to the Transport Committee regarding in particular the CAA’s now revoked decision to allow the BAA to
recover £105 million in preliminary expenditure on the new runway. The CAA initially ignored comments
submitted by Stansted users and it was only following the threat of legal action that the CAA revoked its
decision and re-initiated consultation.We are concerned that theCAAwill reissue the same decision, despite
the fact that BAA has refused to consult with users on the overall cost of the project or on the extent of the
preliminary expenditure.

The CAA have also failed to prevent other abuses by BAA. Ryanair was forced to take legal action in the
High Court against the BAA over an abusive fuel levy when the CAA failed to intervene. The BAA had
been imposing an inflated levy on Stansted airlines claiming that it was for the purpose of recovering its costs
of constructing a fuel hydrant system. However, Ryanair demonstrated that the BAA had recouped these
costs three times over and yet still refused to remove or reduce the levy. The BAA only agreed to reduce this
abusive levy after proceedings were brought.

Ryanair recommends that the BAA monopoly be broken up as it has seriously undermined the
competitiveness of the air transport industry in the UK and the CAA has failed to regulate this monopoly.
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2. Failure of the CAA to Regulate NATS

TheCAAhas also been an abysmal failure at regulating the privatised air traYc control service provider—
NATS. Although the initial privatisation of NATS was admittedly a shambles, with NATS being strapped
with high levels of debt, the CAA has nevertheless failed to encourage or force NATS to improve its
eYciency and lower its costs. As of this year, NATS is now the most expensive ATS provider in Europe a
poor reflection on privatisation but more so on the CAA’s inability to regulate this monopoly.

In addition to being the most expensive supplier in Europe, the CAA has allowed NATS to shift the
majority of the risk for traYc shortfalls onto the users. Thus, not only are users paying too much for the
service but they are forced to bear a substantial portion of the company’s risk. This risk shifting was
characterised by the CAA back in 2003 as a “one oV”, “exceptional” measure to relieve NATS from a
financing crisis following the events of 9/11. However, the CAA has maintained this “one oV” measure in
the current price review and has indicated that it is now a permanent fixture.

A further complication with the regulatory oversight in this area is that the majority of major UK airlines
are shareholders in NATS, which eVectively stymies any criticism of the CAA’s five decisions on NATS.
OnlyRyanair has been a vocal opponent of theCAA’s handling of theNATSmonopoly.However, theCAA
have ignored calls from Ryanair to impose more stringent eYciency targets on NATS and to impose
stronger penalties for its repeated service failures. Under EURegulation 261, airlines are now forced to pay
compensation in the form of “assistance” to passengers for ATC delays and failures and yet the CAA
continues to shield the monopoly from any responsibility for these shortcomings.

Ryanair recommends that ATC services in the UK be immediately opened up to competition in order to
improve service levels and reduce costs. The UK was at the forefront of liberalising air transport and has
hugely benefited from increased competition and lower prices and should take the lead in this area also.

3. CAA’s Failed Proposals to Include Scheduled Airlines in ATOLs

We were very grateful that the Department for Transport recently rejected the CAA’s proposals for
including scheduled airline services in the ATOL system, which would have involved the levying of £1 per
departing passenger from the UK to cover some notional risk that UK consumers might get stranded
abroad. This levy would have exceeded the airfare paid by around 25% of Ryanair’s passengers last year—
many of whom flew at an air fare of just £0.01! This kind of—tax the consumer—nonsense is typical of the
kind of bureaucratic approach in Brussels. We suspect that the CAA’s proposals had more to do with
preserving jobs within the CAA Consumer Protection division than any genuine need for regulation in this
area. The ATOL system has run its course and UK consumers are more than capable of repatriating
themselves in the event of an airline failure given the proliferation of low fares services to and from the UK.
The recent failure of EUJet clearly demonstrated this.

Ryanair recommends that the Consumer Protection division of the CAAbe disbanded as the air transport
industry is now highly competitive, with dramatically reduced prices and improved services.

We sincerely hope that Parliament’s review will lead to the opening up of the London airport market and
the UK ATC market to competition. The CAA has failed to regulate either the BAA or NATS and this
failure has damaged the competitiveness of the UK air transport industry and has increased prices to
consumers. The Consumer Protection division of the CAA is no longer necessary now that the UK air
transport industry is highly competitive. Its continued existence is leading to over regulation and is
detrimental to the competitiveness of the industry and does nothing for consumers. It should therefore be
disbanded.

14 November 2005

Memorandum submitted by TUI UK

TUI UK is the UK’s largest holiday company, with a turnover of £2.3 billion and includes the leading
UK brand of Thomson Holidays. TUI UK is owned by TUI NE which employs around 13,000 people in
the UK, 9,000 of whom work overseas in around 40 holiday destinations around the world. TUI UK is the
market leader in the UK inclusive holiday market, a position it has held since 1974.

TUINE also owns and operates Thomsonfly, theUK’s largest charter airline carrying approximately five
million UK originating passengers out of 28 UK airports to 87 overseas destinations. Thomsonfly operates
a growing mix of charter and scheduled flying and operates a fleet of 43 Boeing aircraft.

TUI NE is also part of the wider TUI AG group. TUI AG is the largest tourism group in Europe and
operates seven airlines out of six member states with a total of 122 aircraft as of 1 October 2005. With this
experience of other National Air Authorities, Thomsonfly believes we are in a good position to comment
on the UK CAA when compared with other NAA’s around Europe.

As TUIUK[NE] we interact with the CAA in the Economic RegulationGroup (ERG) and the Consumer
Protection Group (CPG). Thomsonfly, TUI UK’s in-house airline also has a high level of interaction with
the Safety Regulation Group (SRG).
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We will attempt to answer the main areas of concern to the committee as set out by the press notice but
will also devote sections of this response to practical examples of where we believe there could be over
regulation and what action we believe should be taken.

Generalised Comments

1. TUI UK understands and supports the role of the CAA and agrees that regulation to ensure safety is
a necessary requirement of having a safe aviation industry. However we believe that over regulation does
not assist air carriers or tour operators and in some cases over regulation has limited the eVectiveness and
competitiveness of theUK travel industry. The argument that heavy and over regulation from theUKCAA
makes it safer and therefore better than any other national air authority is unfounded and costly to UK
aviation industry.

2. There is very little consultation with industry within SRG. Currently the CAA tends to issue rules and
recommendations with minimal consultation with the airline industry and Thomsonfly would recommend
a review designed aimed at enhancing the ability of industry to provide comments on proposed and
implemented amendments, whilst guaranteeing the CAA is following the recognised procedures for a pan
European approach. The current systemof asking the operator’s technical group is not suYcient and awider
consultative forum with both the industry and other European NAA’s should be investigated. Thomsonfly
believes it is a matter of urgency that a requirement for an eVective comment response system is introduced
for all CAA additional regulatory requirements.

3. The SRG also needs to be more transparent. It is often hard to get the correct information and
Thomsonfly believes the CAA should provide a Help Desk for guidance on all regulatory matters.

4. The CAA in its entirety should also accept electronic documentation. ie permits to fly should be
acceptable as digital documents through email services. The CAAwebsite also needs a full review, updating
and modernisation as a matter of urgency.

Remit, Structure, and Powers of the CAA

5. TUI UK accepts that the CAA was set up to regulate UK air transport, air navigation and operation
of aerodromes but would remind the committee that, with the creation and inception of EASA (European
Aviation Safety Administration), the CAA’s role has moved to that of a compliance monitor and not of a
direct regulator and this change should be reflected in a reassessment of the powers of the CAA to add
additional requirements onto recognised EASA operational regulation. It is felt by Thomsonfly that the
CAA interpretation of EASA requirements tends to be too restrictive and leads to an unnecessarily heavy
administrative burden on operators where resources may be better focused on other airworthiness activities
eg the present RIE and permit to fly FODCOMS 16–2000 and 28–2005. Thomsonflywould recommend that
the CAA should decrease the number of requirements unique to the UK and level the field with the rest of
EASA’s member states.

6. It is also worth noting at this point that the vast majority of the CAA is a nine to five organisation and
our operations are 24/7. It is essential to ensure smooth operations that we can be guaranteed swift eVective
assistance from the CAA. Having to wait until the next working day for CAA approval to ferry a slightly
damaged aircraft to our maintenance facilities for repair when we know the aircraft manufacturer has been
made technically aware of the scope of the damage and our trained and qualified engineers have inspected
the aircraft incurs extra cost and is an unnecessary extra layer of regulation that penalises the UK aviation
industry.

7. However, conflicting with paragraph 6, some parts of SRG are, or appear to operate on, a 24/7 basis.
The Aircraft Registration department in Kingsway is unrivalled when compared to other NAA’s
Thomsonfly has dealt with and we believe it is possible to register an aircraft in the UK at any time of day
or night and their service is excellent. With this as an example we would suggest Out of OYce hours are
required for Permits to fly and Concessions.

The Effectiveness and Efficiency of the CAA

8. As mentioned previously the diVerence between EASA’s power as a regulator and the CAA as a
compliance monitor and enforcer of these regulations should be clarified. The CAA can no longer conduct
rule making committees and subcontract to third parties to assist with extra regulation committees. In this
same way the CAA should no longer contract third party organisations to carry out studies in preparation
for new regulation as this work must now be authorised and requested by EASA.

9. The CAA has too many modes for dissemination of their requirements and it is not well defined as to
which appertain to EASA aircraft, eg CAPs, CAAIPS, FODCOMS, Airworthiness Notices, ORS4,
Leaflets, Letters toOperators, CAA Specifications, AILs andGRs etc Airworthiness Notices have also been
withdrawn for over a year but Thomsonfly are still approached by the CAA with regards to notices that
were implemented several years ago to see if we have complied. With the inception of EASA and the
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withdrawal of Airworthiness Notices, Thomsonflywould argue that this is another example of theUKCAA
over regulating the industry when compared to other member states. Thomsonfly would also ask that the
CAAprovide clear guidance to the industry onwhat is a rule andwhat is a recommendation or best practice.

10. The biggest disadvantage Thomsonfly suVers under the CAA is the maintenance and operations
related Generic Requirements that remain mandatory under the Air Navigation Order as laid down in
CAP747 for commercial passenger operations. We still have to comply with minimum seat space GR2 and
other issues such as GR3, which our EU colleagues do not have to follow. Imposing additional
modifications andmaintenance tasks that no other EASA state has to followmakes the transition of aircraft
within the EU more diYcult where UK imports are concerned. As part of our wider group TUI AG, we
operate 122 aircraft and the additionalmodifications insisted on by theUKadds extra cost and complication
for our pan European group to move these aircraft onto the UK register if required.

11. The CAA also insists on UK operators having CAA aircraft, engine and modification log books,
which no other EU country in our experience has required. Again this is another layer of costs imposed by
the UK CAA that the UK industry has to absorb when compared to other countries.

12. Another abnormality endured by the UK aviation industry is that the UK CAA still requires the
operator to provide closing actions for defects of incidents, which we as operators have no control over.
Many of Thomsonfly’s technical investigations reveal problems with a part or a manufacturing process, yet
it is the operator who is expected to drive the closure when really it is beyond our control and the regulator
should put pressure on the manufacturer or the manufacturer’s regulator to address the problem.

13. A further point that should be reviewed is the CAA scheme of charges. The cost for an initial
Certificate ofAirworthiness and an export C ofA is based upon theweight of the aircraft and not the amount
of work required or expended in issuing it. Therefore a 15 year old 737 with a lot of history and multiple
previous operators will be a fraction of the price of that of a two year old 767 with one previous operator.
Thomsonfly would suggest a scale based on multiples of five years of age and number of engines fitted as
these dictate the extent of work, not the size of the fuselage.

The Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

14. Several areas of the CAA work well. ERG in particular is one area where improvement over the last
two years has been noticeable. They have eVective communication with stakeholders and are easy to
approach and Thomsonfly feels that ERG regulates with the benefit of the industry in mind.

15. Another area of the CAA that functions exceptionally well is the engineering personnel licensing
division of SRG. They regulate part 147 of EASA ops and are approachable and generally provide
immediate access to correct people and provide appropriate guidance when required.

16. As outlined in paragraphs 5 and 8, Thomsonfly believes the creation of EASA has altered the role of
the CAA and this must be addressed.

17. TUI UK is concerned that when legislation becomes onerous and appears to have little added
airworthiness value it may lead to situations whereby judgement on items of airworthy concern within the
maintenance environment may not be recorded in the accepted manner and therefore be hidden from both
CAMO and the authority.

Consumer Protection

18. CPG administers the ATOL (Air Travel Organisers’ Licensing) scheme, which was implemented in
the 1970s. The travel market at this time was significantly diVerent to the current market as there has been
massive growth in the no frills market, with bookings primarily made on line. This growth has led to
customers wanting more flexibility in their travel arrangements and there is a large growth in booking of
individual holiday components on line or booking “dynamic” packages through travel agents.

19. There are two statutory regimes that govern financial protection. These are the ATOL regulations
(governed by the CAA) and the EU Package Travel Directive, implemented in the UK by the 1992 Package
Travel Regulations. These two regimes overlap in places and this causes duplication, confusion and
increased regulatory burden especially in relation to air travel. TUI would also add that neither of these
regulations has been fully updated to include the changes the Internet has made to the current trading
market. This lack of review has resulted in two pieces of legislation that add to increased costs of compliance,
uncertainty and confusion in the scope of the regulation.

20. The confusion and discrepancy can be illustrated by the following example. A seat-only sale by TUI
UK requires protection under the ATOL scheme whereas this is not required under the Package Travel
Directive. Although there is no diVerence in a seat-only sold by TUI UK on a Thomsonfly flight from
London Gatwick to Ibiza, when compared to the same flight operated and sold directly by easyJet, easyJet
is not required to protect this flight under the ATOL Regulations.

21. TUIUKbelieves it is in the interests of the consumer that there is an urgent need to ensure the current
regulatory systems are addressed and the Government needs to create a simple yet coherent compliance
system.



3287501025 Page Type [E] 31-10-06 22:15:38 Pag Table: COENEW PPSysB Unit: PAG2

Ev 110 Transport Committee: Evidence

22. The unprecedented consumer demand for “no-frill” airline flights and the growth of the internet as
a tool for booking holiday components has led to a dramatic increase in the number of people travelling
without the financial protection oVered by the ATOL scheme administered by the CAA.

23. Furthermore, many tour operators are increasingly organising their business outside of ATOL in
order to compete with airlines that do not have to pay for ATOL bonding. As a result of these trends it is
likely that the majority of air travellers will be unprotected in two or three years. CAA stats show that by
2010 it is estimated that only 22% of UK international leisure air travellers will be covered by ATOL.

24. Coupled with this is the perception of protection. Having been protected previously, consumers are
largely unaware that their air travel and holiday arrangements are not protected and the inherent risks this
brings to them. In a recent survey themajority of respondents believed they would be covered but CAA stats
show only 66% of leisure air travellers are now covered by ATOLs.

25. This is an issue that needs to be tackled urgently so that air travellers are not stranded abroad (with
all the extra costs this entails) or left out of pocket if their airline goes bankrupt. Airline failure occurs
regularly and, in an increasingly volatile sector, no one can accurately predict who will fail or when.

26. TUIUK believes that the Consumer Protection Group should be removed from the main CAA body
as the CAA has always been aligned with aviation whereas financial protection under the Package Travel
Regulations also extends to other forms of transport. This body has the necessary knowledge and
understanding of the industry and could become for example a part of the DTI as the department
responsible for the Package Travel Regulations.

27. An eVective single licensing system should be created using the removed CPG to oversee regulation
for all travel arrangements including those that fall within the scope of the existing ATOL and Package
Travel Regulations. Any operator that undertakes flight and non-air business (such as cruises or rail) must
comply with the ATOL scheme, be monitored by the CAA and put in place separate arrangements for non-
licensable bonding with a third party. The compliance costs for tour operators who have to undertake both
air and non-air business, are substantially increased by having to comply with the two regimes. Although
the CAA are primarily limited to aviation, extending this to cover all business that falls under the PTD and
ATOLS would be a large step towards deregulation.

28. TUIUKwould also recommend that the Government should revise the obligations under the ATOL
scheme that is regulated by CPG to match those under the Package Travel Directive. This would constitute
a major deregulatory step whilst ensuring the best consumer protection at the most appropriate cost.

21 November 2005

Memorandum submitted by Virgin Atlantic

Virgin Atlantic has split its evidence to the House of Commons Transport Committee’s inquiry into three
main sections, covering three important aspects of the CAA’s responsibility: Safety Regulation; Economic
Regulation; and the Consumer Protection Group.

It is worth remembering that the UK’s Civil Aviation Authority (CAA) is relatively unusual, in that it is
paid for entirely by industry. This means that UK air transport faces additional costs that its competitors,
based in other countries, do not have to meet. This makes it even more important that the eYciency of the
CAA is regularly reviewed, with detailed data made available to industry and eVective consultation with all
stakeholders. We have found that, on the whole, this happens.

Safety Regulation

With the part privatisation of National Air TraYc Services, the Safety Regulation Group is now the
largest division of the CAA in terms of manpower and turnover. Virgin Atlantic does not in any way
question the need for ongoing safety regulation of the air transport industry and acknowledges the CAA’s
deserved reputation for high quality safety regulation. The CAA has contributed substantially to the UK’s
high level of air safety. Virgin Atlantic works closely with the Safety Regulation Group to ensure that high
standards are maintained and has an excellent relationship with the relevant CAA staV.

Safety standards are paramount and should not be unduly influenced by costs. Nevertheless, it is not
unreasonable to expect that high safety standards should be regulated as cost-eVectively and eYciently as
possible. This is a challenge to the CAA, which inevitably is a monopolist and, quite rightly, therefore not
subject to competitive cost pressures. In the past the industry has been critical of the eYciency and cost levels
of the Safety Regulation Group and its reluctance to respond to industry proposals. Consultative
procedures have not been as eVective as they should have been. In addition, theCAAhas earned a reputation
for “gold plating” regulations and going beyond the standards that other countries find suYcient, with no
discernable improvement in safety levels.

Fortunately, there has recently been a significant improvement in the CAA’s approach to industry
consultation. Following pressure from a number of airlines, the CAA agreed to a joint exercise with the
industry to examine cost allocation and related matters within the Safety Regulation Group. Of particular
concern to airlines such as Virgin Atlantic was the long-standing substantial cross-subsidy from the larger
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UK airlines to other parts of the aviation industry and the uncertainty about the role of the European
Aviation Safety Agency in Europe. It is evident that as it becomes established, EASA will increasingly take
over responsibility for many of the tasks currently preformed by the CAA. Virgin Atlantic welcomes this
move. In theory it should result in common safety standards throughout Europe and reduced regulatory
costs for individual airlines. However, it is important not only that the UK’s current high levels of safety
are not reduced as a result, but also that UK airlines do not find themselves paying for the new EASA
regulation while still being subject to the same CAA charges.

The outcome of the joint CAA/industry exercise was excellent. The CAA should be congratulated on its
willingness to consider diYcult issues and work with the industry to find solutions. The recommendations
arising from the exercise are now being implemented. It is hoped that the same cooperative approach can
be carried forward in the regular CAA/industry consultation fora. The Safety Regulation Group faces a
diYcult period ahead as it adjusts to the creation of EASA. Its future role and size is still uncertain. It is
important that the CAA works as closely as possible with the industry to facilitate the extent to which
regulatory responsibility and implementation are eventually transferred to EASA. Of particular concern to
Virgin Atlantic is the possibility that the CAA will incur substantial additional costs, for example if staV
redundancies become necessary. The creation of EASA was a political decision. It seems only reasonable,
therefore, that any additional costs incurred by the CAA as a result should fall to the Government rather
than the industry.

Aviation Health Unit

Falling under the remit of Safety Regulation, the Aviation Health Unit was established in 2003, at the
request of the Secretary of State for Transport, in reaction to political pressure following press stories about
the dangers of deep vein thrombosis and with little consultation with industry. The Aviation Health Unit
exists to provide advice on aviation-related health issues to the Secretary of State and is funded by the CAA’s
regulatees, the airlines. This is made clear in Clause 7 (Subsection 4) of the Civil Aviation Bill, which states
that the Secretary of State can require the CAA to provide advice and assistance in connection with his civil
aviation functions on a continuing basis, and precludes the CAA from recovering from the Secretary of State
the costs of providing that advice.

Virgin Atlantic, as do other carriers, makes the health and safety of our passengers our top priority. We
employ in-house medical experts who oVer advice to our passengers and crew and organise any necessary
assistance. We also distribute further health advice to passengers through a variety of media. This advice
and assistance is paid for by us; we do not expect subsidies from the Government. It would appear
reasonable, therefore, that if the Secretary of State requires advice on health issues, he too should pay for it.

Given the ongoing establishment of the new aviation safety regulatory body, EASA, it would also seem
sensible that the responsibility for aviation health advice be transferred from the CAA to this Europe-wide
body. All European airlines could then contribute to its financing, just as they will all benefit, along with
governments and the travelling public, from its output.

Consumer Protection Group

One of the primary responsibilities of the Consumer Protection Group is to manage Air Travel
Organisers’ Licensing (ATOL), the mechanism which protects package-holidaymakers in the event that
their airline or tour operator fails, and provides for refund and repatriation assistance for those passengers.
The ATOL system costs the CAA an average of £0.16 per protected passenger,9 in addition to the estimated
£100 million it costs the industry to maintain their bonds. The CAA has recognised that, as the travel
industry has changed and people are becoming increasingly likely to create their own “quasi packages” on
the internet, the number of passengers covered by the ATOL mechanism is falling dramatically.

In 2003 the CAA launched a consultation and undertook, under the aegis of the Department for
Transport, detailed analysis of the current system with a view to finding alternative “more targeted,
equitable and perhaps cheaper”10 solutions. In October 2004 the Secretary of State for Transport asked the
CAA to carry out an economic assessment (the major part of which was provided by an independent
consultancy) of a range of regulatory options, at a cost of £400,000.

When the CAA presented its findings to the Government and the air travel industry in autumn 2005, the
advice was dismissed by the Department for Transport, despite significant support from consumer groups
and a large proportion of industry. This has meant that the ATOL system, which covers fewer people each
year and sets bonded tour operators at a competitive disadvantage vis-á-vis “flight only” carriers, remains
in place whilst the CAA carries out yet further analysis. Virgin Atlantic has supported the CAA’s proposals
and is disappointed with the Government’s reaction. In the circumstances, it seems only fair that the
Government, rather than the industry (and therefore ultimately the travelling public) should meet the costs

9 CAA Annual Report and Accounts, 2005.
10 Joint CAA and DfT statement, 27 October 2004.
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of the CAA’s work. We would urge the CAA to move forwards, as soon as possible, with the Government’s
commitment (set out in the Aviation Minister’s statement to the Commons of October 2005) to re-examine
the ATOL bonding scheme with a view to making it fairer and less costly for tour operators to maintain.

The Consumer Protection Group also has responsibility for enforcing certain other consumer protection
legislation.When the EUDenied Boarding andDelay CompensationRegulation (ECNo 261/2004) entered
into force in February 2005, the AUC (and ultimately the CAA’s CPG) became responsible for ensuring
that airlines complied with its provisions. The CAA has taken a very even-handed and realistic stance on
this poorly drafted Regulation. They recognise that many UK carriers, not least Virgin Atlantic, already
had in place high levels of customer service and long-standing procedures for assisting passengers facing
delays or cancellations. They also understood that, in some cases, this Regulation has led to a decrease in
the levels of assistance provided to passengers. The CAA has sensibly concentrated its eVorts on “repeat
oVenders” who habitually contravene the Regulation, an approach that is welcomed by Virgin Atlantic.

Economic Regulation

Scarce Capacity

The Civil Aviation Bill, currently in the House of Lords, includes a clause (6) on removing airline’s right
of appeal to the Secretary of State for Transport against a decision made by the CAA in an aviation route
licence case. Instead, the only appeal mechanism available to airlines would be a Judicial Review via the
courts. Virgin Atlantic welcomes the proposed reform for a variety of reasons, not least that as the
independent regulator of the UK aviation industry, the CAA should be allowed to perform its role without
political intervention. We believe that the CAA’s current administrative procedures for the conduct of
hearings provide applicants with a fair opportunity to put their case and to have it examined rigorously and
that these procedures, coupledwith the possibility of seeking Judicial Review of the CAA’s decisions, render
an alternative point of appeal unnecessary. In addition, the number of appeals would certainly be reduced,
saving airlines money. At present there is really little reason why an airline that did not get everything it
wanted from the CAA would not appeal as a matter of course and irrespective of the strength or otherwise
of its case. There would also be more certainty for airlines in that unless an airline could persuade a judge
to suspend a CAA decision pending final judgment, which seems unlikely, the decision would come into
eVect shortly after publication. Airlines would not be waiting for weeks for the Secretary of State to reach
his own decision, as has been the case in recent instances.

Regulation of ATC and Airport Services

Virgin Atlantic strongly supports the regulatory framework attached to the provision of air traYc control
(ATC) and airport services in the UK. As in the case of water, electricity and gas, the provision of ATC and
airport services are two areas where usual market forces are limited and often fail to produce outcomes
which are in consumers’ and the UK economy’s interests. Because the provision of such services has
particular cost characteristics which mean that they will tend to be provided by only one firm, providers of
ATC and airport services will have the ability to ignore the wishes of airlines and passengers with impunity.
They will not lose business from so doing: airlines and passengers are not able to “vote with their feet” as
no alternative service providers exist. Providers ofATC and airport services therefore need to be incentivised
to behave as if they faced eVective competition, in order to produce low prices and high service quality.

Virgin Atlantic is one of the members of The Airline Group and has a seat on the NATS Board. We have
taken such a “hands-on” approach to NATS in order to assist in its transition to a commercial, customer-
responsive organisation, while always remembering that safety is paramount, in a diYcult trading
environment. We were pleased that the CAA took a challenging but pragmatic approach to the setting of
the price control on NATS’s en-route and Oceanic businesses, particularly in light of the severe financial
diYculties faced by NATS in the aftermath of the tragic events of 11 September 2001.

In the case of BAA’s London airports (Heathrow, Gatwick and Stansted) we support the two-stage
approach being taken towards the Regulatory Review by the CAA this time around. The first-stage,
commonly known as “Constructive Engagement”, is the new part. It requires BAA to ask its airline
customers what they want and then show how it is going to deliver these requirements cost-eVectively.While
at first pass this may seem to be “micro-management” by the CAA, the fact that the CAA has felt the need
to impose this (with the support of airlines) on BAA shows that such consultation has not been as eVective
as it might have been in the past. So far Constructive Engagement seems to be working well: for the first
time, airlines are being consulted seriously on BAA’s short-, medium- and long-term plans for Heathrow
and Gatwick. However, the strains this has put on airlines, particularly smaller airlines, in terms of
resourcing should not be under-estimated: there are at least eight Workstreams taking place at both
Heathrow and Gatwick until next June. It is therefore important that the CAA continues to play a central
role in this initiative. It is relevant that one of the Competition Commission’s recommendations at the time
of the last Airports Review was that the CAA should examine whether it has more scope to be involved in
relationships between airports and users aside from its formal role under Section 41 of The Airports Act
1986.
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Virgin Atlantic supports the retention of the Competition Commission’s role within the two regulatory
processes. The experience of these two processes last time around showed the importance of the regulator
also being performance-reviewed, particularly when diYcult economic issues are the bones of contention.
We were concerned by the lack of transparency inherent in the Competition Commission’s deliberations
during the last Airports Review: we found it very diYcult to find out anything about what BAAwas saying,
and hence to respond to those statements.We are pleased to hear that the CompetitionCommission is taking
steps to make its deliberations more transparent.

We are disappointed that over three years on from the Competition Commission’s recommendation that
the CAA examine whether current procedures under Section 41 of TheAirports Act 1986 can bemademore
eVective in resolving disputes between airports and users, this has not yet occurred. While we recognise that
the EU Modernization Regulation has created considerable uncertainty as to the CAA’s status, this has
eVectively taken away one of the few “sticks” airlines have at their disposal in their negotiations with BAA.
While wewould always prefer not to have tomake recourse to such provisions, their existencemakes it more
likely that satisfactory agreements will be reached in the first place.

16 November 2005

Witnesses: Mr Roger Wilshire, Secretary General, British Air Transport Association, Mr Andrew Cahn,
Director, Government and Industry AVairs, British Airways, Mr Michael O’Leary, Chief Executive,
Ryanair, Mr Richard Churchill-Coleman, Group Legal Counsel, TUI UK and Mr Barry Humphreys,
Director, External AVairs and Route Development, Virgin Atlantic, gave evidence.

Q296 Chairman:Good afternoon, gentlemen. Can I
ask you to introduce yourselves for the record,
starting on my left, your right.
Mr Wilshire: I am Roger Wilshire. I am the
Secretary General of the British Air Transport
Association representing UK registered airlines.
Mr Cahn: I am Andrew Cahn, Director of
Government and Industry AVairs at British
Airways.
Mr O’Leary: Michael O’Leary, Chief Executive of
Ryanair.
Mr Churchill-Coleman: Richard Churchill-
Coleman, Group Legal Counsel for TUI UK.
Mr Humphreys: Barry Humphreys, Director of
External AVairs and Route Development, Virgin
Atlantic Airways.

Q297 Chairman:Does anyone have anything brief to
say before we begin questions?
MrWilshire: On behalf of UK registered airlines on
the panel this afternoon, I would like to thank you
for inviting us. In a highly regulated and
international business, we believe the CAA is a very
professional and very well-respected aviation
regulator, and relationships between theUK airlines
and the regulator are generally quite good.
However, the CAA does face a number of external
challenges and we believe needs to change to adapt
to these circumstances, therefore we welcome this
inquiry and the opportunity this afternoon to give
further evidence to you.

Q298 Chairman: Thank you. We are always
delighted to be welcomed by somebody. Mr Cahn,
British Airways says that the CAA was eVectively a
collection of four separate regulators. Can you give
us some examples where you believe the present
structure has aVected the CAA’s customers
negatively?
MrCahn: I do not think the structure has necessarily
aVected the customers negatively except that you
have four regulatory areas all under one group. I
think it is open to question whether this is the ideal

structure. All we would suggest is that the time is
right for looking again at the structure, it has not
been looked at for 40 years since the Edwards
Review in the 1960s. That is why we welcome the
inquiry you are conducting today because I think
you have identified a lacuna which needs to be
looked at.

Q299 Chairman:Are you suggesting that the CAA’s
economic and commercial activities ought to be
transferred to a single transport economic regulator
for all modes?
Mr Cahn: No, I do not think I am. I do not believe
there is a conflict between the economic regulation
and the safety regulation. I think those two can be
conducted by the same organisation. It is absolutely
right, however, that there is a clear separation
between those two because safety regulation is, of
course, always paramount in our business.

Q300 Chairman: Gentlemen, if an organisation was
set up from scratch to regulate civil airlines, how
similar would it look to today’s CAA?
Mr O’Leary: Speaking for Ryanair, I think it would
look radically diVerent from what the CAA looks
like today. From an economic regulatory point of
view the CAA is an abject failure in regulating either
the airports or NATS. The purpose of a regulator is
to replicate, as best it is possible, the eVects of
competitionwhere competition does not exist. If you
take the UK airline industry at the moment, thanks
to the eVorts of the low fares airlines, we now have
one of the most competitive airline industries in
Europe if not the world. We have one of the least
competitive and least eYcient industries in terms of
the regulated airports andNATS. Evidence abounds
in NATS, which is regulated by the CAA, where we
have the highest rate of air traYc control service
charges of the 32 Eurocontrol members. The British
NATS is the most expensive in Europe. Regulation
is clearly failing.
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Q301 Chairman: You do not think some of the
others are highly subsidised by various means? You
have not heard of it.
Mr O’Leary: I am not here to answer for the others,
we are simply here to say, speaking on behalf of
users, who are both airlines and passengers, one has
to ask the question why, after years of regulation by
the CAA, are British passengers/British consumers
paying the highest Eurocontrol charges of any of the
32 countries in Europe.

Q302 Chairman: You feel that this is due to
incompetence? Is there a specific area in which you
notice something that they do not do or do do that
other air regulators do not?
MrO’Leary: I think there have beenmany examples
in recent years of incompetence on the part of the
CAA in terms of regulating the industry.

Q303 Chairman: Such as?
Mr O’Leary: The one that comes to mind more
recently in the case of NATS was the financial crisis
that arose in NATS as a result of the failed
refinancing when NATS was taken over by the
airline group. The response of the CAA as regulator
was not to require the airlines’ group to bail NATS
out of its problems or to make up the financial
shortfall, it was to award a further price increase to
NATS requiring airlines and consumers to pay yet
higher charges to this regulated monopoly because
they had made a mess of their refinancing. As in all
cases where section 39 of the legislation says the
objective of the CAA is to have regard or to advance
the interests of users, in the case of the refinancing of
NATS it was to tax the users, to bail out the failed
refinancing of NATS.

Q304 Chairman: You do not feel some of our major
airports are lowering the charges that they place on
the users?
Mr O’Leary: Certainly the policy of the BAA
airports in London in particular is to charge the
highest possible charges, to waste the greatest
amount of capital it is possible to waste and then
pass it back to customers over the next 40 or 50 years
in the form of higher charges.

Q305 Chairman: Is not charging the highest price the
market will bear called capitalism, Mr O’Leary?
Mr O’Leary: No, capitalism is underpinned by
competition.

Q306 Chairman: I see.
MrO’Leary:Where competition delivers lower costs
and better service for consumers, which is why
competition between the airlines in the UK has
delivered such benefits for the consumers and why
the absence of competition between the regulated
London airports and the continuing incapacity,
unwillingness, as you will describe it incompetence
of the CAA in regulating the major London airports
has resulted in higher charges.
Chairman: It is nice to know that you are so clear
about not wanting any more cross-subsidisation.

Q307 Mr Donaldson:Wehave received evidence that
there is poor integration and co-ordination between
the Department for Transport and the CAA in some
areas of policy development. Is this something you
recognise and, if so, can you give examples?
Mr O’Leary: I think, with respect, you are not
looking at the core issue here again from the point
of view of users, whether those users are airlines or
passengers. The relationship fundamentally between
the CAA and the Department for Transport is
largely immaterial to us, it is the relationship
between the CAA and the regulated monopoly, in
this case the BAA, which is of primary concern. The
CAA was long ago captured by the BAA.

Q308 Mr Donaldson:Mr Cahn?
MrCahn:Two points. If I may return to your earlier
question about what changes might be needed for
the CAA. I do think it is worth considering the
impact of the gradual shift in regulatory
responsibilities to the European Union. That is an
on-going process which clearly is happening quite
widely. It is half-way there, it is not yet complete, but
as that process unfolds clearly the nature of the CAA
and the resources devoted need to change to
respond. That is the great driver for looking, again,
at the responsibilities of the CAA and the way it is
structured. To address Mr Donaldson’s question,
there is an issue about the relationship between the
CAA and Government, and that is that the CAA is
asked by Government to oVer policy advice quite
frequently. We are very happy that should be the
case, they are a source of expertise and I have
confidence in their expertise. The problem I have is
that it is we, the industry, who pay for that policy
advicewith no opportunity to give a view onwhether
we would wish to pay for that advice. Therefore, it is
quite right that the Government should be able to
seek policy advice from the CAA but they should
pay for it when they do it, and it should not be
burdened on the industry because, of course, that
burden immediately goes through in the end to the
passenger.
Mr Humphreys: It is important to remember the
Civil Aviation Authority is an independent
regulator. The Department for Transport is a
Government department. There are bound to be
diVerences of approach and view, therefore, and
overwhelmingly those diVerences are managed
satisfactorily. Sometimes they are not, we had the
case very recently on ATOL licensing where the
CAA took a very diVerent position than the
Government did. From Virgin’s point of view, we
were certainly on the side of the CAA on that. There
have been other cases as well but, on the whole, these
diVerences are fairly minor and are managed very
well, I would suggest.

Q309 Chairman: You would say when we are told
that EASA is not fit-for-purpose, rather than start
worrying about the transfer of duties from CAA to
EASA we should be very careful to maintain the
levels of safety and care that the British need in terms
of their consumers and passengers?
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Mr Humphreys: Certainly I think we should be very
careful to maintain safety standards. Whether the
creation of EASA will lead to a reduction of safety
standards is another matter though. I think we are
concerned about the way EASA is operating at the
moment.We support EASA as a principle.We think
more eVort needs to be put into making it eYcient
and well-run but it is early days, and hopefully these
things will evolve.

Q310 Mr Donaldson: Gentlemen, do you think the
Department takes suYcient heed of advice from the
CAA when advice is given?
Mr Cahn: I do not see how we can know the answer
to that question because we do not know the advice
that is given and we do not know the conclusions
that the civil servants draw or that ministers draw
from them. It is simply a question we cannot answer
but that makes my point, again, we are paying for
advice which we do not see, which we cannot
comment upon and which we have not
commissioned.

Q311 Mr Donaldson: In the case of financial
protection for air travel, the CAA was asked to
undertake a full study of the issues, only to find that
the recommendation of the one pound levy was
abandoned. Do you have a view on that?
Mr O’Leary: I could not agree more with the
Department for Transport in objecting to the
proposal for the one pound levy. The one pound levy
would be a tax on UK consumers which would
create a £100 million a year fund for the CAA,
fundamentally, to fund the failure of the CAA to
properly oversee the economic licensing and
regulatory function. It also dates back to an era, I do
not know whether it is the 1960s or 1970s and
package holidays, when people used to get stranded
abroad with nomeans of getting home.We have had
other examples in recent years. When EU Jet
collapsed last year the low-fares airlines immediately
stepped into the breach and oVered EU Jet
passengers £25 repatriation to the UK. There is not
a requirement anymore, thanks to the widespread
availability and choice of airline services and the
incredibly low fares that are available to and from
the UK, for a £100 million per annum fund for the
CAA, it was a crazy idea and the Department for
Transport is absolutely right to reject it.
Mr Cahn: If I may, I would like to agree with Mr
O’Leary on that. I thought it was quite an
extraordinary proposal from the CAA to create in
eVect a slush fund of £500 million, which was the
original proposal, where there was nomarket failure
and there was no need. There are insurance products
available on the market for any passenger who feels
the need to have protection. There is no evidence of
a widespread incidence of people being stranded
overseas. This would simply have added a financial
burden to a large number of passengers and, in
particular, to the financially secure airlines. We
thought that it was a bureaucratic intervention in the
market and wholly unnecessary. I thought it was a
good decision by ministers.

Q312 Chairman: So it is not true that British
Airways was returning with empty seats, leaving
people behind and was oVering deals which
disadvantaged passengers quite severely?
MrCahn: In the past there have been airline failures,
for example when Sabena failed or Swissair failed,
and we have always transported passengers freely.

Q313 Chairman: I am talking about this instance.
This is the one that has been raised. You have raised
it before the Committee. We have been told that
planes were returning with empty seats and
passengers were not allowed to use them and British
Airways took only a small percentage. In terms of
the low-cost airlines, Mr O’Leary, we were told that
some were quite helpful and some were not. I think
I am getting a nod at the end of the table. Mr
Humphreys, can you imagine that some airlines
would be helpful and some would not?
Mr Humphreys: This might come as a surprise to
you, but I very much disagree with what British
Airways has said here. As you know, we were very
supportive of the CAA’s proposals. I do not think
Mr O’Leary has done justice to those proposals. As
to his example of EU Jet, the CAA did a very
detailed study of what actually happened and the
evidence suggested strongly that many passengers
were left stranded and those that were helped ended
up paying a lot more than they would otherwise
have done.
Chairman: I think that is clear from the evidence.

Q314 Mr Scott: Mr O’Leary, going back to what
you said about the collapse of EU Jet, if you had not
had the capacity on Ryanair to return those
customers, would you have put on extra flights at
£25 to return those customers?
Mr O’Leary: Yes, and we have done so in the past.
I think, with respect, the question you asked misses
the point. The point that I was trying to make was
that before this Committee we are trying to look at
the performance of the CAA. I have now given two
examples. One was the bailout of NATS, where the
CAA’s solution was to tax passengers. Secondly, in
order to refund the CAA’s own ATOL fund the
CAA’s proposal was to tax passengers. In the case of
certainly the Stansted G2, which I know we will
come to eventually, the CAA’s proposals will be to
tax passengers. Yet in section 39 of the Airports Act
one of the guiding instructions or imperatives for the
CAA is to forward or advance the interests of users
andwhat you see the CAA repeatedly do is tax users,
not advance their interests.

Q315 Chairman: That is not necessarily a tax on
passengers when what you are oVering them is a
defence against being abandoned, but I will not
labour the point.
Mr O’Leary: With respect, the solution to
passengers being abandoned is for passengers to
book with financially strong airlines.

Q316 Chairman: I would be interested to see which
ones those are.
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Mr O’Leary: Certainly Ryanair, Flybe, British
Airways and Easyjet are among the most financially
sound airlines, with strong balance sheets. If
passengers want to go with the fly-by-night airlines
who come and go, they will have to decide if they
want to avail themselves of the travel insurance or
not. However, what the CAA was proposing is the
equivalent of taking 15 points oV Chelsea at the end
of every season and transferring them to
Sunderland. It is a crazy idea.
Mr Scott: That sounds fair enough!

Q317 Mrs Ellman:Mr Cahn, you have argued that
the CAA should be audited by the National Audit
OYce. Why should that be when it is funded by
industry and not by the government?
MrCahn:May I just come back and have one last go
on financial protection for passengers? My
Chairman is speaking in New York today and,
amongst other things, he is arguing that our industry
should be treated as a normal industry and not as a
special case. I think this is a very good example
where moral hazard is being engaged by proposing
that our customers should subsidize other airline’s
customers. In the automobile industry if you buy a
car, if you buy double-glazing, if you buy clothes or
you buy a house, nobody suggests there should be a
government-levied tax. What we would like in
British Airways, which is indeed a financially secure
airline, is to see our industry treated as a normal
industry.

Q318 Mr Martlew: It would be much easier not to
impose this tax, as Mr O’Leary says, if there was an
oYcial agreement amongst the major airlines that
they would bring people back. Why have we not got
such an agreement?
Mr Cahn: We have an unoYcial practice amongst
scheduled airlines that where a scheduled airline fails
we will bring passengers back, and all the experience
over the years is that we have done that. We did that
when Sabena failed, we did that when Swissair failed
and you can be confident that we will do it in the
future if a scheduled airline fails. I think that there
are divisionswithin the industry and I do not see that
we necessarily have an obligation for all airlines, but
we will do it where a fellow IATA airline is in
trouble.
Mr O’Leary: I think the simple answer to your
question is there is no problem with them. We have
no diYculty in reaching an agreement whereby
passengers on a failed airline will be repatriated free-
of-charge. Ryanair would sign up to that tomorrow.
Chairman: It is nice to be in such an open-spirited
industry.

Q319 Mrs Ellman: Can I return to the National
Audit OYce?
Mr Cahn: Nobody is regulating the regulator. The
CAA is one of only two regulators in this country
which is not audited by some external body, the
other being the FSA and this does not seem to us to
be right. I am not saying the NAO is necessarily the
right body to do it, but it is the one which came to us

and that is why we suggested it. What we are clear
about is that it would be beneficial if there was some
external audit if only to challenge the CAA, as any
organisation needs to be challenged with an external
perspective.

Q320 Mrs Ellman: Is there any problem with
transparency of information about the work of the
CAA?
Mr Cahn: There is a problem about transparency of
charging and of costs in particular where we would
find a lot of benefit in having a clearer idea of their
real costs and therefore what charges should be
passed on to us and to the passenger.
MrO’Leary: In the case of Stansted in particular, we
receive these regulatory accounts. The regulatory
accounts are completely unintelligible, they have
large sums of costs just plugged in there. As one of
themajor Stansted airlines, we are still attempting to
isolate 12 months later what exactly is in these
accounts and we are receiving no assistance from
either the CAA or the BAA in that respect. We have
no idea what is in Stansted’s accounts.

Q321 Mrs Ellman: Does anyone have any specific
proposals on what could be done to improve
transparency, and have there been any discussions
between yourselves and the CAA on any of these
issues?
Mr Wilshire: Speaking on behalf of the airlines that
were involved with other parts of industry in the
review with the CAA on their charges and costs, we
did get an improved level of transparency in doing
that review and we have been promised ongoing
improvement in the transparency as far as their
charges are concerned, but it is a diYcult area and it
is an area that I think the CAA needs to continue to
work at in providing for us who are paying for these
costs that sort of transparency that enables us to
understand what activity is going on and, in
particular, the activity changes in relation to EASA
which is coming downstream towards the CAA.

Q322 Mrs Ellman:Has anyone here been involved in
any discussions with the CAA about improvements
in transparency or accessible information?
MrWilshire:Wewere part of the study I referred to,
the joint review with the CAA, as were other parts of
industry, the manufacturers, airports and air traYc
controllers. We did ask for information and we got
a much better level of information than had
previously been the case, but that needs to continue
going forward.
MrHumphreys: I think there are diVerences between
diVerent parts of the CAA in this respect. I think the
economic group has always been relatively good in
terms of transparency and consultation. The safety
group traditionally has not been as good but, as Mr
Wilshire says, they have improved enormously,
under pressure from the airlines, over recent years
and hopefully that progress can be maintained.
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Q323 Mrs Ellman:MrChurchill-Coleman, you have
given evidence which says that the CAA is mainly a
9 to 5 organisation and you are a 24/7 one. How do
you think the CAA could improve? Would it mean
increasing its costs? Is it really necessary?
Mr Churchill-Coleman: As Mr Wilshire has alluded
to earlier, one of the issues here is a matter of
adaptation by the CAA to the EASA regime. At the
moment the CAA is perhaps more heavily weighted
towards its regulatory function and less towards its
monitoring function on the ground. What we seem
to suVer day-to-day is a lack of engineers, where
perhaps there has been some cost eYciency but that
is inappropriate given that the CAA’s remit is
expanding in that area.

Q324 Mrs Ellman: What about the Better
Regulation Commission which has now been set up,
has that made any diVerence to the work of the
CAA?
Mr Wilshire: In general terms we have not seen any
change yet in the CAA, although we are in the
process of talking both to the DfT and to the CAA
over issues to do with better regulation. We believe
there is a need for Regulatory Impact Assessments
for most of the major changes in regulation and we
have not seen many of those in the past from the
CAA, there have been some but very few and
therefore it is an area that is outside the normal
better regulation agenda. We welcome the ability to
go in with the CAA and discuss ways of improving
things. We also think there is an opportunity to
improve the administrative eYciency of the CAA
through electronic and other normal business means
and there are ways in which things could be
streamlined with cost benefits both to the CAA and
to the industry itself.
Mr Cahn: Perhaps I could be just a little bit more
complimentary to theCAA in this area. I think in the
past they have not followed the principles of better
regulation, but I think they are making considerable
eVorts to move there. We do not think that the
principle of light regulation is the proper regulation
for our industry, where safety is paramount and will
always be paramount.We think the right principle is
proportionate regulation. Therefore, in areas of
economic regulation of monopolies, for example,
there will always need to be substantial amounts of
regulation. In some areas of economic regulation,
for example, perhaps there should be a lighter touch.
I think the CAA has some way to go in to making
that shift, but they have recognised that and they are
moving towards it.

Q325 Mrs Ellman: Have any of you seen any of the
CAA’s Regulatory Impact Assessments and had the
opportunity to study them and perhaps comment
on them?
Mr Churchill-Coleman: I have been involved quite
closely in the consumer protection Regulatory
Impact Assessment but not in any technical
assessments. They seem to be quite light on those.

Q326 Mrs Ellman: What was your view of the
assessment you saw?
Mr Churchill-Coleman: I thought it was in-depth
and well studied and I personally thought the
outcomes were well recommended. Clearly I
represent the tour operator industry which suVers
from what we feel is an anti-competitive
disadvantage in being subject to the ATOL
regulations unlike our scheduled colleagues, so
perhaps I have a diVerent view from others at this
table.

Q327 Mrs Ellman:Has anybody else seen any of the
assessments and had an opportunity to comment
on them?
MrWilshire:Not personally, although I have heard
of one or two Regulatory Impact Assessments over
the last few years, but I have not dealt with any of
those directly myself.

Q328 Mrs Ellman: What about the lighter touch
regulation concerning safety, is there any general
concern that that is going to jeopardise safety? Does
anyone have a view on that?
Mr Churchill-Coleman: I think I would echo what
Mr Cahn said earlier, which is that I think lighter
touch might be a bit of a misnomer. What we are
looking for is simplicity and eVectiveness in
regulation, not necessarily reducing it. Simpler
application of the existing regulations, more
accessibility to them so that our engineers who work
within their parameters more easily is what we are
looking for, and I am not sure I see that as lighter
touch, just more eVective application of the
regulations.

Q329 Mrs Ellman: It has been suggested there might
be fewer inspections at organisations that perform
well. Would that give you any concern in that that
could lead to a change of attitude in those
organisations?
Mr Wilshire: The process of safety regulation is
important to us and we welcome it, but it is
important to recognise the investment made by
airlines and others in aviation over the years into
safety management systems. These moves have been
encouraged by the CAA, we think rightly. I think
now we have a much stronger structure in place
throughout the whole industry and therefore it is
appropriate that the CAA changes its approach to
monitoring and tomonitoring the system asmuch as
the individual events. I think it is very important that
this type of approach is taken throughout Europe as
we move towards an EASA rule-based system.

Q330 Mr Scott:Mr Cahn, British Airways says that
tighter regulatory standards do not necessarily lead
to higher safety standards. Could you explain what
you mean and provide an example?
Mr Cahn: It is very much what Mr Wilshire has just
said and what Mr Churchill-Coleman said. It is not
much use just having a form-based regulation where
you tick boxes. What you need is to have a focused
regulation which makes clear what is required and
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clarity of regulation. The greatest danger to safety
is a lack of clarity, confused regulation and
overlapping regulation.

Q331 Chairman: An example, please?
MrCahn: I think it is very clear that there is a danger
of overlapping regulation between EASA and the
CAA and that is something which needs to be kept
constant.

Q332 Chairman: Perhaps you could give us a note
detailing the things you have in mind as you
specifically said, “We are pleased that SRG has
started to move towards a risk-based approach to
safety”.
Mr Cahn: I will submit a note, Chairman.

Q333 Mr Scott: Are the safety regulation charges
now proposed by the CAA reasonable and fair?
Mr Wilshire: This is safety regulation charges, I
presume and those paid for by the UK industry. The
airlines over a number of years have been paying in
excess of their share of the costs of the safety
regulation charges in the past. Following the review
that I referred to earlier, changes are now beginning
to take place, but it will take a number of years
before we are in a position where the airlines are
paying approximately what it costs to regulate them.
The charges themselves cover all of the costs of the
CAA’s SRG and our concerns going forward are
that these charges are appropriate to the costs
necessary to implement what would become the
EASA-based rules for the future. So it is important
for the safety group within the CAA to restructure,
which it is beginning to do, to address this change
and their costs should come down and
proportionally our charges will come down as well.

Q334 Clive EVord: How has the model for
constructive engagement between airports and
airlines and the airports review process gone so far?
Mr Cahn: We welcome the fact that it was
introduced. As was said in the last evidence session,
Chairman, the previous quinquennial review was
not as well conducted as we believed it would be and
there were many bruised feelings at the end of it and
a feeling that the process had not worked well.
Constructive engagement seems tome a sensible and
appropriate response by the CAA to the criticism
which we and others levied at them. How has it
gone? It is early days. It is going quitewell. It is better
at some airports than others and better with some
participants than others. The point I would make is
that you cannot expect too much. Constructive
engagement is not going to end up with an
agreement between the diVerent parties because they
have radically diVerent interests, but it is quite
sensible to try and clarify the issues, to get rid of the
undergrowth and identify the real areas of
disagreement. In that sense it is useful.
Mr O’Leary: At Stansted, constructive engagement
is the sham that it was always designed to be.
Constructive engagement on its own is meaningless.
Constructive engagement without some penalty on

either side for failing to engage in constructive
engagement is not really constructive engagement.
There is a built-in penalty for the airlines who fail to
engage in constructive engagement. The BAA
rammed through their ludicrous spending projects,
the CAA rubberstamped them and the airlines and
our passengers will be paying the fee forever. There
is no downside, unfortunately, on the other side.
There is no penalty for the BAA failing to engage in
constructive engagement, which is what has been
played out in Stansted for the last 15 months. There
has been a repeated attempt by the BAA in
particular to characterise the low-fares airlines at
Stansted, the Ryanairs and Easyjets, as the “crazy
boys”, we would object to anything, we are not
interested in paying for anything and in actual fact
that is unfair and untrue. The process is wider; it also
involves British Airways who share our view in a lot
of what has gone on at Stansted. Let me describe
how constructive engagement has happened at
Stansted for the last 15 months. In the run up to the
Stansted Generation 2 document there was the
proposed spending of £4 billion of our money over
the next 10 years. We have been looking for the
traYc forecasts that underpin the need for a second
runway at Stansted, but for 15 months, up until 16
December, we have been told we cannot have them,
they are not ready, they are not available. We got
them at six o’clock on 16 December. Why? It is
because on 17 December this document was
published.1 So the constructive engagement has
involved the airlines at Stansted looking for traYc
forecasts for 15 months to underpin this proposal.
We got them the night before it. What we also got in
exactly the same week was a notice from the CAA
hidden down in appendix E on page 158 of its
consultation paper which said that the CAA have
concluded that constructive engagement is not
possible at Stansted, it has been a failure. The
airlines have been looking for traYc forecasts for 15
months and we get them the night before the BAA
produce this document, and in the same week the
CAA say constructive engagement is not possible at
Stansted. Well, of course it is not possible when the
BAA has no interest in engaging in constructive
engagement with the airlines. The Stansted airlines
unanimously (and that includes British Airways)
called the BAA’s proposals for Stansted G2 “a
glorified waste, excessive, gold plating, Taj Mahal, a
complete waste of our money and passengers’
money for the next 30 years”. It was signed
unanimously by all of the Stansted airline users and
yet the CAA has said, “It doesn’t matter.
Constructive engagement is not possible at Stansted.
We will now decide what will get built at Stansted.”

Q335 Clive EVord: Is it fair to say that this approach
has gone well at Gatwick, Heathrow and
Manchester? What do you put that down to?Why is
there such a diVerence between the approach of the
airlines at Stansted and those at the other airports?

1 Referring to the BAA’s Consultative document on Stansted
Generation 2.
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Mr O’Leary: At the other airports the BAA are not
talking about blowing £4 billion when they only
need to spend less than £1 billion and they are not
talking about doubling charges to the airlines. At
Heathrow it is going well because T5 is being built,
BA is getting the shiny bauble, BA is quite happy
with that and so it is all working and that is fine. At
Stansted you have the low-fares airlines that have
delivered the traYc growth in recent years, BAA has
had nothing to do with it and we want to continue
to deliver it. We support no cross-subsidisation even
though the BAA is back looking for more cross-
subsidisation, and we support the fact that the
airlines at Stansted should pay for the facilities at
Stansted. We could not be clearer on it. All we want
is some input into the design and the location of each
of those facilities. The BAA has been 15 months
preparing this document on the second runway and
all the other shiny baubles at Stansted. The
consultation says on page 19 that the process of
identifying the options was wide in its scope,
covering wide spaced, close parallel and non-parallel
runway options to the east and north-east. The
people they got to advise on it were “independent
environmental experts, architects, engineers, cost
consultants, as well as the BAA’s own in-house
experts”. You will have noticed that missing from
this list were airlines or passengers. It is all done in-
house. At a Stansted users’ meeting yesterday we
finally got some detail on the traYc forecasts for the
next 30 years at Stansted. Guess what they are based
on? A middle manager in the BAA has forecasted
that this is what the traYc will be at Stansted for the
next 30 years. Did he consult with any airlines? No.
Were any soundings taken? No. They have paid
£20 million of preliminary expenditure getting
consultants involved. We asked if we could have
their reports and we were told there were not any
reports. We asked how they got their input and we
were told they had open briefing sessions and
someone took down the notes. This person spent
£20 million taking down notes. This is what passes
for consultation at Stansted. There is not any
consultation. The problem for the airline users at
Stansted is that BAA is to be rewarded by ramming
through £4 billion-worth of spending because the
CAA has already, in the same week BAA’s G2
Consultation paper was published, said constructive
engagement cannot happen at Stansted.

Q336 Clive EVord: Mr Cahn, it was suggested that
BA takes the same approach at Stansted.
Mr Cahn: Unfortunately I do not have Mr
O’Leary’s eloquence so I would not associate myself
with every word that he has uttered. What I think is
true, and I certainly agree, is that I find it a
disappointment that BAA have been focusing so
much on Stansted. I noticed that when Mr Toms
gave evidence in the previous evidence session he
said that the Government White Paper
recommended a runway at Stansted and he left it
there. My recollection is that the White Paper also
recommended that a runway should be built at
Heathrow subject to some environmental concerns

being met. Our interest is to ensure that the BAA
builds capacity where the business case is
overwhelming, where the passenger demand and
airline demand is overwhelming and where the
interests of the country clearly require it. My
disappointment is not so much as Mr O’Leary’s is
over what is happening at Stansted, it is that the
same degree of eVort is not yet being put in to
develop Heathrow.

Q337 Mr Goodwill: Mr O’Leary, what is your
customers’ reaction when they find that they are
paying many times more for the charges of tax on a
ticket than they are for the actual journey? What is
the feedback you get from them about the service
that they are getting from the airports and the
regulatory system?
Mr O’Leary: Our customers do not really associate
themselves as ever getting a service from an airport.
I have heard the previous witnesses giving evidence
about their care for customers while they are trying
to rampup the charges.Most of our customers, from
the point when they enter the airport to the point
when they depart the arriving airport, have a view
that somehow their interrelationship is with the
airline through the whole thing. When the airports
make a mess of the baggage handling, which
frequently happens on a Saturday morning in
Stansted, Ryanair gets the blame, it is not the
airport. BAA will be decommissioning the CAT 3
landing aids fromFebruary through to September to
upgrade runway works. We will have numerous
diversions fromStansted over the next sevenmonths
because of this decommissioning.However, Ryanair
will get the blame. I would go back to the point we
made previously and I do not want to get back on to
it, that is the lunatic tax of £1 a ticket that was
proposed by the CAA. For 20% of our customers
last year the air fare they paid to Ryanair was zero.

Q338 Chairman: I do not think you read our report.
We are not going down that road again, but come
back some time and I will take you through it gently.
Mr O’Leary: Whenever you wish to invite me,
Chairman.

Q339 Mr Goodwill: Perhaps we should move on to
the European Aviation Safety Agency. I think the
criticisms that we have heard of the CAA today are
nothing compared to the criticisms that we heard
last week from Sir RoyMcNulty about the way that
safety may be compromised by transferring
competences to this new European agency. Do you
share those very real concerns?
Mr O’Leary: Speaking personally, I do not because
the ultimate arbiter of safety is going to be each
individual airline, not what the CAA or EASA do. I
think the evidence of the last 20 years in the UK is
we have the safest industries in the world.
Mr Cahn: I speak with some personal interest
because I worked in Brussels at the time when the
plans for EASA were developed.
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Q340 Chairman: So we can blame you?
MrCahn:Please do. I hope youblameme for the good
things as well as the bad things.

Q341 Chairman: There is lots of scope, Mr Cahn.
MrCahn:There is a lot of scope. EASAhas goodparts
and bad parts. I am convinced that the concept of
EASA remains a correct one and I do not think
anybody at this table would wish to return simply to
the JAA approach.However, what is true and I would
agree with Sir Roy about is that EASA has made a
poor and disappointing start. There is excessive
bureaucracy, there is inadequate funding and there is
poor management.

Q342 Chairman: So apart from that, it is fine?
MrCahn:Yes. I believe that EASA itself has the scope
to contribute to greater safety in Europe.

Q343 Chairman: If we live long enough it will be great.
I want to ask a questionof BATA. TheCommittee has
heard of a case where a passenger was taken ill on a
domestic flight andwas simply left to fend for herself in
anunknownairport far fromher destination, theplane
was diverted and the pilot subsequently refused to
carry the passenger, despite medical staV declaring her
fit to travel. What is your policy in such cases?
MrWilshire: I donotknow thecase towhichyou refer.

Q344 Chairman: I have no doubt that the Member,
who is a member of this Committee, will gladly give
you copies of the correspondence.Whathappenedwas
that they were left to fend for themselves at Liverpool
Airport on Sunday evening and they had to pay £180
for a taxi to Bristol, nor have they been reimbursed. So
you do not have a particular policy about that set of
circumstances?
Mr Wilshire: Chairman, I think this needs to be
investigated in terms of which airline.

Q345 Chairman: We will happily send you copies of
the correspondence with the agreement of the MP.
Why do airlines refuse to carry people with reduced
mobility, Mr O’Leary?
Mr O’Leary:We do not and we never have done. We
welcome all passengers with reduced mobility and
always have.

Q346 Chairman: I am sure that will be very goodwhen
it is publicised. What about the scheduled airlines, do
you have problems with ferrying anyone with
reduced mobility?
MrHumphreys:Certainly fromthepoint of viewofmy
airline, we go to enormous trouble to take care of
passengers with reduced mobility and we carry many
of them all the time and indeed we win many awards
for doing so. As far as I am aware most other
scheduled carriers are in a similar position.

Q347 Chairman: Have you ever considered that you
might be prosecuted under health and safety
legislation and therefore decide it was not in your
interests?

Mr Humphreys: No.

Q348 Chairman: And you, Mr Cahn?
Mr Cahn:No.
Mr O’Leary:No.
Mr Cahn: I absolutely associate myself with what Mr
Humphreys has said.We go to great lengths to provide
for passengers with reduced mobility. There is,
however, a regulatory issue. Currently we have
legislation contemplated in Brussels and in the United
Kingdom and in Washington all covering the same
area. We are very keen to contribute to legislative
action to look after such passengers, but it should be
co-ordinated legislation so we do not have conflicting
or overlapping regulation.

Q349 Chairman: So we do not have to do anything
until we get worldwide agreement, is that it?
Mr Cahn: Worldwide agreements will always be the
best. I suspect that will not work. Agreements at a
Community level and then agreements across the
Atlantic would be beneficial.

Q350 Chairman: BATA says that the diVerence in
costs of registration, even after proposed changes to
safety regulation charges, will be 50% more than in
Ireland and five timesmore than in Germany. Can the
CAA achieve eYciencies large enough to bring their
fees into line with the rest of Europe?
Mr Wilshire: Eventually, yes, based on EASA setting
the rules and the implementation of those rules being
consistent across all European states.

Q351 Chairman:What is a fair rate, for example, when
we are considering a 6% rate of return on capital,
because although it has been presented as being,
somehow or other, an added tax, it would certainly be
regardedbymost regulators as a realistic assessment of
the use of facilities and capital?
Mr Humphreys: I have great diYculty understanding
what that returnon assets is actually for. I believewhen
the CAA was set up in 1972 certain assets were
transferred from the government to the CAA, but that
was 30-odd years ago andmost companieswould have
long since written oV assets such as those. I am not
aware of any additional money put in by the
government or assets of any form because the CAA
since then has been self-financing. It is not clear to me
at all why there should be a return.

Q352 Chairman: Since it is an industry-financed
organisation, why do you think the National Audit
OYce, which is very much a government department,
should have a role in the auditing of the CAA?
Mr Humphreys: For the reason that Mr Cahn
mentioned, that the CAA by definition and quite
rightly is a monopoly. Someone should have a look at
monopolists to ensure that they are eYcient and
eVective.

Q353 Chairman:Do you think one way you could get
round that would be by reference to the Competition
Commission?
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Mr Humphreys: That may be an alternative, but I am
not sure the Competition Commission is really set up
for that sort of investigation, but it is worth looking at.

Q354 Chairman: If there was an automatic referral to
the Competition Commission would it not
automatically ensure that you had your rights
protected as airport users?
Mr Humphreys: Perhaps. The Competition
Commission, if I understand it correctly, is primarily
interested in competition. There cannot be
competition when it comes to a regulator. That is why
I say I amnot sure that is the ideal organisation to look
at it.

Q355 Chairman: Several times today you and various
other people have suggested that the interests of
consumers in airlines are absolutely parallel,
particularly in relation to the regulation of airport
charges. Why do you think that should be suggested?
Mr Humphreys: If as airlines we do not associate
ourselves with the interests of our customers we would
very rapidly go out of business.

Q356 Chairman: Why should the customer
automatically be regarded as having the same interests
as the airlines when it comes to charges for airports,
which is one of your normal overheads presumably
unless you take to landing in a field?
Mr Humphreys: Because the charges that the airports
makeon the airlines get passed on to the consumer and
therefore he has a direct interest in what the airports
charge.

Q357 Chairman: So we are assuming that everything
will be passed on. Mr Cahn, you have argued the
process of improving airspace changes needs to be
reformed. Why and how?
MrCahn:Weare now entering a periodwhen airspace
is particularly heavily used and ever more congested,
particularly in the south-east of England. We think

Supplementary memorandum submitted by Ryanair

EXAMPLES OF THE CAA’S REGULATORY FAILURES

1. Introduction

The CAA has repeatedly failed to regulate either of the UK’ s two large air transport monopolies (NATS
and the BAA). In so doing, the CAA has consistently failed to meet its statutory obligation to further the
reasonable interests of airport users within the UK, and has repeatedly allowed both NATS and the BAA
to abuse their dominant position.

2. Other CAA Regulatory Failures

2.1 The absence of competition, or any degree of eVective regulation has resulted in a situation today
where UK NATS is now the most expensive ATS provider in Europe, as well as being one of the least
eYcient. It is further mirrored in the case of the BAA airport monopoly, which is now the most profitable
airport operator in the world.

2.2 The CAA’s failure to regulate the BAA airport monopoly is consistent with the CAA’s long list of
regulatory failures in other areas such as NATS and the ATOL system.

that the traditional way that that part of the CAA has
approached the regulation of airspace is simply too
slow, it has taken typically four or five years to make
any changes, it is too cumbersome and does not
respond to the needs of the market. For example, if
there are to be changes at any of the airports in the
south-east of England to achieve the objectives set out
very clearly in the December 2003 White Paper of
maximising the use of the current infrastructure in the
south-east of England substantial changes to airspace
will be needed and that will take a very long time if the
old processes are used.

Q358 Chairman: Do you think it is common that the
height indication of flight paths is changed on a
piecemeal basis?
Mr Cahn: I think that it perhaps is not as well co-
ordinated as it might be. I am really talking about the
time it takes and the way the process is developed.

Q359 Chairman: Do you think the environmental
impact of these changes is ever considered in
suYcient depth?
Mr Cahn: I think that the environmental impact of all
aspects of aviation is getting ever higher in terms of
policy importance.

Q360 Chairman:We know that. Do you think that on
the question of a change of flight paths there is
suYcient account taken of environmental issues?
Mr Cahn: Yes I do. I think environmental issues are
taken very seriously, not least by BA, which is the
industry leader in dealing with environmental issues.
MrWilshire:Webelieve the CAA do and have to take
environmental issues into consideration. In this area
they are advised by theDfT. I think it is very important
that the DfT advice is robust on these matters. We
would support that because we believe that aviation
development and growth is possible in a sustainable
way.
Chairman:Gentlemen, you have been very instructive.
Thank you very much for coming.
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2.3 The previous decision by the CAA to allow NATS to further increase Air TraYc Control charges in
the UK, inflated UK ATC charges from the third most expensive of the 32 countries covered by
Eurocontrol, to the most expensive. This special price increase was awarded as a bail out to NATS and its
private sector shareholders following the failure of its refinancing plans-in the aftermath of 9/11. Instead of
requiring the private shareholders of NATS to refinance the operation, the CAA approved these cost
increases without any obligation on NATS to improve its eYciency or lower its costs. In addition the CAA
has allowedNATS to shift the majority of the risk for traYc shortfalls in future onto users. This risk shifting
was characterised by the CAA back in 2003 as a “one oV” exceptional measure to relieve NATS from a
financing crisis following the events of 9/11, however the CAA has since maintained this “one oV” measure
in the current price review and has indicated that it is now a permanent fixture.

2.4 Instead of meeting the reasonable interests of users (which in Ryanair’s case was to suggest the award
of a price increase to NATS upon production of agreed eYciency and cost reduction targets) the CAA not
alone ignored the users, but penalised those users with increased charges and increased risk in order to bail
out the ineYcient and expensive NATS monopoly.

2.5 A more recent example of the CAA’ s own ineptitude, was its failed proposals to include scheduled
airlines in theATOL system, whichwould have involved the levying of a £1 tax on every passenger departure
from the UK to cover some notional risk that UK consumers might get stranded abroad. This kind of “tax
the consumer” nonsense is typical of the regulatory approach of the CAA towards the “reasonable needs
of users”. This repatriation fund wouldn’t be necessary if the CAA’s own licensing section did not award
operating licences to airlines or tour operators who are clearly not financially fit to operate to/from the UK.
The proposed solution of the CAA in this case was not to “meet the needs of users” but rather to “tax the
users to meet the needs of the CAA”.

3. The Failure to Regulate BAA Stansted and G2

3.1 The continuing management of the project for a second runway and second terminal at Stansted
(“G2”) highlights the failure of the CAA to regulate the BAA monopoly in compliance with the Airports
Act. It also demonstrates the CAA’s capture by the BAA monopoly, wherein the CAA rubberstamps
spending plans put forward by the BAA, and disregards the BAA’s failure to consult with users or users
objections to the BAA’s plans. This results in capital plans and spending which are contrary to the
reasonable interests of users, and conflict with the CAA’s own proposals for how the regulatory process at
Stansted would be handled.

3.2 As theCommittee will be aware, Section 39 of theAirportsAct imposes four objectives upon theCAA
which include:

(a) To further the reasonable interests of users of airports within the United Kingdom.

(b) To promote the eYcient economic and profitable operation of such airports.

(c) To encourage investment in new facilities at airports in time to satisfy anticipated demands by the
users of such airports.

(d) To impose the minimum restrictions that are consistent with the performance by the CAA of its
functions under those sections.

3.3 In relation to BAA Stansted in particular, the CAA has repeatedly and consistently ignored the
reasonable interests of users. It has at all times subrogated users’ interests in favour of promoting the BAA’s
profits and its profligate spending plans. This view has been expressed with unanimity by the airline users
at Stansted, but the CAA has ignored us. More interestingly it is also shared by the BAA plc, which
continues to guide the investor analyst community and through them its shareholders that it operates in a
“benign regulatory environment” where it continues to successfully secure “a higher return on its assets than
its true cost of capital”.

4. Ryanair’s Reasonable Interests

4.1 The failure of the CAA to require the BAA monopoly to meet the reasonable interests of users in
Stansted can be demonstrated by practical examples of what has happened at Stansted in recent years and
in particular in relation to the G2 project, which Ryanair and other Stansted users support in principle.
Ryanair’s stated reasonable interests at Stansted included:

(a) That we would be consulted upon all spending plans at Stansted and that our input and that of
other airline users would be factored into capital and expenditure plans at Stansted so that waste
could be avoided and eYcient facilities developed to meet the needs of low fare airlines. We have
not been consulted.

(b) We supported in principle that there should be no cross subsidisation between the three BAA
airports in London and that user airlines at Stansted should pay for facilities at Stansted, and
equally that the BAA should only provide those facilities which the airlines users actually wanted
and were willing to pay for. BAA continue to advocate cross subsidisation.
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(c) In order to verify the true cost of operation of the three London airports, the BAA should be
obliged to produce separate verifiable accounts for costs, revenues and profitability at each of the
three London airports and that these accounts would be verifiable and transparent. The BAA’s
accounts at Stansted are unintelligible.

(d) That any proposals for the development of a second runway and second terminal at Stansted
should in the first instance be put out to competition and tender. The BAA would of course be
allowed to tender, and the best designed and most eYcient proposals would be awarded the
contract to develop, build and operate the second runway and ternunal. This open conipetiti6n
would at least ensure that the winning proposals (even if they came from BAA Stansted) would
be competitive. The CAA have done nothing to advance or promote competition.

(e) That any preliminary costs or capital costs associated with the development of a second runway
and terminal at Stansted should only be levied on the users of those facilities as and when those
facilities became available for use. No prefunding of these capital facilities should be allowed. The
CAA has previously approved the inclusion of these costs in the RAB.

(f) Ryanair believes in common with other airline users at Stansted (including BA and Easyjet) that
these facilities should cost no more than £l billion, which would be similar to the 2006 equivalent
costs of the second runway and second terminal developed at Manchester (in the mid 1990’s at a
cost of some £450 million). These costs would also be consistent with the ƒ900 million budget for
the proposed second runway and second terminal at Dublin Airport as well.We have been ignored
by both the BAA and the CAA.

(g) Ryanair and other airline users at Stansted sought the CAA’s attendance at airline user meetings
with BAA Stansted so that the CAA could monitor the extent to which the BAA was encouraging
and promoting consultation and constructive engagement with its users at Stansted. The CAA
have attended as “observers” only and stand idly by while the BAA ignores users’ requests.

5. CAA’s Response to Users’ Reasonable Interests

5.1 We regret to advise the Committee that the CAA has totally failed to further the reasonable interests
of users at Stansted Airport. Instead, the CAAhas cooperated with the BAA to ensure that these reasonable
interests are ignored or rejected. As a result, the airlines at Stansted find themselves in the remarkable
position of supporting a second runway and second terminal development, but being pilloried by both the
BAA monopoly and the CAA regulator as being irrational, unreasonable and opposed to any spending
plans at Stansted Airport, when this is patently untrue.

5.2 Consultation with airport users at Stansted is a sham. BAA Stansted presents capital expenditure
plans to the airline users on an annual basis in the form of a 100 plus page CIP document. Users are asked
to revert with their views, and if the BAA hear nothing further from users, they take this silence as
“acceptance” of their capex plans. When in May 2005 Ryanair submitted an extensive list of observations
and criticisms of these capital expenditure proposals, BAA Stansted responded by saying they had received
no complaints from any other airline and that since Ryanair was in the minority, the capex plans would
now proceed. This is typical of what passes for users’ consultation at Stansted. The reason why there is no
consultation, is because there is no sanction placed upon the BAA for any failure to consult with users. The
CAA, which attends the monthly airline user meetings at Stansted, claims to do so only in an “observer”
capacity. When the airlines complain, the CAA responds that there is no requirement for BAA Stansted to
reach agreement with airline users on its capex plans. Why should BAA Stansted consult with users, when
its plans will simply be rubberstamped by the CAA in the absence of agreement on those plans with airline
users? How can the “reasonable interests of users” be furthered if BAA Stansted, with the full knowledge
and support of the CAA, can continue to ignore and disregard the stated reasonable interests of those users
as expressed at user meetings?

5.3 BAA Stansted has for 15 months refused to provide its airline users with a business plan or traYc
forecasts to justify its plans to spend £550 million on increasing current capacity from 25 MPPA to
35 MPPA. This refusal is contrary to Appendix 4 of the CAA’s February 2003 price review decision. It is
also contrary to the CAA’ s own proposed approach to the regulatory treatment of initial expenditure on
new runway capacity at Stansted. This specified that the CAA’s regulation of the second runway project
would be “subject to safeguards designed to prevent BAA having an artificially exaggerated incentive to
invest or to overstate the extent of its preliminary expenditure”. These safeguards included:

— As far as practicable, BAA should consult users on the level of preliminary expenditure before it
is incurred.

— No expenditure would be rolled in the RAB unless BAA has followed a best practice management
and operates proactively the enhanced information disclosure and consultation agreement
consulting eVectively with well informed users, to ensure that BAA should be able to demonstrate
that the initial costs have been incurred eYciently.

5.4 Despite repeated requests by the users in Stansted, there was no consultation on the preliminary
expenditure at Stansted. The CAA initially approved £100 million of preliminary expenditure, and then
subsequentlywithdrew that approval in the face of threats of legal action by Stansted users. In themeantime,
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the BAA has now spent more than £50 million of preliminary expenditure without consultation or
agreement with users and without the approval of the CAA. The CAA’s revised position is that there is now
no need for consultation or agreement with users before preliminary expenditure is incurred, a position
which completely contradicts its own approach as set out in its 2004 consultation paper.

5.5 The airlines at Stansted have for almost 15 months now been seeking information from the BAA on
traYc forecasts, a business plan and proposals for G2 at Stansted. BAA Stansted has consistently refused
to provide any such information. In response to user complaints, the CAA has repeatedly urged Stansted
users to await the publication of the BAA’s proposals for G2, which were published in December 2005 after
18 months of formulation. Rather than the publication of these proposals becoming the starting point for
a period of constructive engagement with users, the CAA announced—just prior to the publication of these
G2 proposals—that no constructive engagement will take place at Stansted. This decision by the CAA to
rule out constructive engagement with airline users at Stansted—even before the BAA had published its
proposals for G2—demonstrates the total regnlatory capture of the CAA by the BAA, and reinforces the
ability of the BAA to force through any project it wishes at Stansted whilst ignoring the reasonable interests
of users. The BAA can spend what they like with no input from users, simply by getting the CAA to rule
that constructive engagement cannot take place.

5.6 Despite the unanimous view of Stansted airline users that there should be no cross subsidisation
between the three BAA airports at London, the BAA has recently begun to advocate cross subsidisation
from passengers using Heathrow and Gatwick airports to support its profligate expenditure plans at
Stansted. It justifies this on the basis that Stansted cannot aVord the cost of the expenditure plans at
Stansted. The obvious solution to this diYculty is to reduce the expenditure plans at Stansted rather than
to seek a cross subsidy from passengers at Gatwick and Heathrow, who will gain no benefit from additional
facilities at Stansted. Despite repeated written requests by Ryanair to the CAA, the CAA has refused to rule
out the prospect of a cross subsidy during the next regulatory review. Any such cross subsidy would conflict
with Section 39 of the Airports Act. The failure of the CAA to rule out any such cross subsidy at Stansted
is disturbing, but further evidence of the CAA’s regulatory capture by the BAA.

5.7 The continuing failure of BAA to produce separate verifiable accounts for costs, revenues and
profitability of each of the three London airports means there continues to be no cost transparency or
accountability at Stansted. BAA continues to produce two sets of accounts on an annual basis. One is a
regulatory set of books given to the CAA, which is designed to inflate the cost of assets at Stansted and
demonstrate that the BAA is failing to recover its maximum regulated charge per passenger. The other is a
statutory set of accounts, which confirms that the BAA continues to make extortionate profits at Stansted
with a profit margin of some 30% of revenues. Neither set of accounts is transparent. Both sets of accounts
produce an entirely arbitrary profit figure for Stansted, which depends upon the allocation of BAA’s central
costs. This lack of transparency prohibits any verification or regulation of the BAA monopoly operations
at Stansted.

5.8 The CAA has continually ignored or rejected Ryanair’s contention that the costs associated with a
second runway (whether preliminary costs or otherwise) should only be charged to the users of that second
runway when or after those facilities come into use. Customers of regulated utilities should not be asked to
pay in advance for capital facilities which theymay never use. Formost businesses operating in a competitive
(as opposed to a regulated) environment, the cost of capital assets can only be recovered from the users of
those assets. The policy of theCAAof increasing the regulated asset base to pay for preliminary expenditure,
or initial G2 expenditure,many years beforeG2will bemade available to users, does notmeet the reasonable
interests of airline users. This policy encourages the BAA’s profligate expenditure, and gold-plating.

6. The G2 Proposals

6.1 The G2 proposal which was published in December by BAA provides further proof the regulatory
failure and indeed capture of the CAA by the BAA monopoly:

— Including railway access, the total cost of these proposals equates to some £4 billion to provide a
second runway and second terminal at Stansted. These costs are profligate and are more than four
times the 2005 inflation-adjusted cost of the second runway and second terminal built by
Manchester Airport in the mid 1990s. They are also more than four times the cost of a proposed
second runway and second terminal at Dublin Airport.

— These proposals for G2 have been produced by, assessed by, verified by and confirmed as
reasonable by the BAA monopoly without any independent verification or scrutiny. Users have
been given no input into either the location, design, or costing of these facilities.

— These proposals include expenditure over £1 billion on roads and railways, which should be
separately financed by the users of those roads and railways and not by airline users at Stansted.

— These proposals will give rise to a doubling of airport charges at Stansted, despite the BAA’s own
confirmation that Stansted is and will for many years be dependent upon the low fares airlines.
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— The proposals have been gold plated to the maximum possible extent by virtue of designing
runways capable of accommodating the A380, which will have no commercial use at Stansted, and
by insisting on excessive runway separation which is neither necessary nor used at either Heathrow
or Manchester airports.

7. Lack of Accountability

7.1 There is no eVective mechanism for complaining about the BAA. A complaint made to the CAA
under Section 41 of the Airports Act is a totally fruitless exercise because of the CAA’s capture by the BAA.
The CAA’s response to Ryanair at all times during the present quinquennium is that there is no point in
complaining about individual costs or waste at Stansted, because the BAA is under recovering against its
regulatory cap. The CAA therefore ignores issues such as the abusive operation of the fuel levy at Stansted,
where BAA Stansted has already recovered more than three times the total capital cost of the fuel farm by
overcharging airline users.

7.2 Any complaint to the CAA under Section 41 is of extremely limited scope and eVect (even in the very
unlikely event that the complaint is successful, given the CAA’ s failure to regulate the BAA), therefore
forcing any complainant airline to initiate High Court proceedings in order to prevent abuse by the BAA;
a course of action which was taken by Ryanair in the case of the fuel levy at Stansted, and which has resulted
in the fuel levy being cut in half, not just for Ryanair, but for all other airlines at Stansted.

7.3 The CAA itself is not accountable. There is no right of appeal against the CAA’s decision on
economic regulation. There is no regulation of the CAA, nor is there any complaints procedure in relation
to the CAA. The CAA knows that it faces no real threat of legal sanction in relation to its actions. This is
why it has become complacent, and totally ineVective in regulating the CAA. Ryanair believes that this is
why the CAA continues to prioritise the profitability of the BAA airport monopoly over the reasonable
interests of the airline users.

8. BAA’s View of the CAA’s Regulation Regime

8.1 A review of investment analyst research on the BAA plc provides consistent feedback to the financial
markets and to BAA shareholders, that the BAA operates in a benign regulatory environment in the UK.
These research reports whilst independent are heavily drawn from company briefings, and are usually either
seen or vetted in advance by the subject company to ensure that there are no errors or misstatements of fact.
The consistency of the references to a “benign regulatory environment” which runs through these analyst
reports is clear evidence that this is the BAA’s own interpretation of the CAA’s regulatory regime. Recent
comments in analyst reports on the BAA plc highlight the attractiveness of the BAA as an investment,
because “it has a virtual monopoly on airport capacity in the London area”. “There is a guaranteed return
on asset base over a five year period aVording tremendous long-term visibility on profits”. “The current
benign regulatory period is set to continue beyond 2008”. “The long-term investment case relies on the
company securing a return on its assets higher than its true cost of capital and growing its assets in real
terms” “BAA did its shareholders a great service by securing such a high return on the RAB in this
regulatory period”. “Guaranteeing a return on investments is encouraging gold-plating which hurts
passengers and airlines in the pocket in the longer term.”

9. Conclusion

9.1 The CAA has consistently and utterly failed to regulate what is a highly damaging, abusive airport
monopoly. The BAA has consistently ignored the reasonable interests of users and expends excessive
amounts of capital because it receives an inflated and unjustified return on that capital from a weak and
ineVective regulator.

9.2 The CAA’s complete failure to force the BAA to consult with users on their requirements for either
preliminary expenditure, or on the actual expenditure for G2 in Stansted demonstrates the abject failure of
the CAA to properly regulate the BAA to meet the reasonable requirements of users. The BAA’s proposals
to spend over £4 billion on a second runway and second terminal at Stansted are more than four times the
comparable cost of providing these facilities at Manchester Airport (indexed up to current prices) or the
proposed cost of providing these facilities at Dublin Airport over the same period. This profligacy again
demonstrates the total failure of the CAA to regulate BAA Stansted either to meet the reasonable interests
of users, or to develop eYcient airport facilities.

9.3 Ryanair believes that the regulation of a private monopoly is no substitute for open competition.
Ryanair has long advocated that the BAA airport monopoly should be broken up. It is contrary to the
interests of the development of eYcient air transport services to the South East of England to have one
privately owned monopoly to control airport access to London and the South East. The break up of the
BAA would allow Stansted, Gatwick and Heathrow to compete against each other to attract new airlines
and new services to London and this competition would result in lower costs, and more eYcient facilities,
because competition would drive down costs, would improve eYciency and would enhance the delivery of
services for users.



3287501027 Page Type [E] 31-10-06 22:15:38 Pag Table: COENEW PPSysB Unit: PAG2

Ev 126 Transport Committee: Evidence

9.4 Failing this, the UK Government and the CAA should require/compel any proposals for the
development of a second runway and second terminal at Stansted to be put out to competitive tender. The
award of the ownership and development of the second runway and second terminal at Stansted should go
to that operator which in open competition provides the best package of facilities, consistent with providing
eYciency, safety, environmental compliance, and lowest cost to airport users. The failure of the CAA over
the past decade to encourage or promote competition, or to replicate the eVects of competition at any of the
three BAA airports, is just the latest in a long line of regulatory failures by the CAA.

Finally, Ryanair wishes to sincerely thank the Transport Committee for the opportunity to air these
grievances, and respectfully requests the Committee to call for the break-up of the BAA monopoly, or for
the introduction of real and lasting competition for the provision of airport services in London and the
South East. Alternatively, the Committee must insist on real and meaningful changes in the way the CAA
regulates the BAA airport monopoly and the way in which users’ concerns, complaints and grievances may
be addressed by an independent body or forum which will regulate the performance of the CAA itself.

18 January 2006

Memorandum submitted by the Aircraft Owners and Pilots Association

The Aircraft Owners and Pilots Association of the UK has 4,000 individual members and 140 companies
which are engaged in providing flying training and other specialist services employing about 17,000 people
(sourceOxford Economic Survey 1992). We are grateful to the committee for the opportunity to comment.

General Aviation is defined as “all aviation other than commercial air transport or the military.”

The fundamental problem that exists for the GA community is the lack of Government Policy towards
our industry. This is made worse by the fact that the CAA’s sponsor, the DfT, in its sponsorship document
says nothing about the way the CAA should regulate General Aviation and this is wrong, in our view,
particularly as we get swept up in the generality of policy when it comes to fees, for example, that the CAA
is required to recover its costs from those it regulates.

1. There is no Independent Oversight of the CAA

It is undesirable for there to be no “top cover” for the CAA. The Authority eVectively decides what work
it should do, how many people it needs to do it and how much it should charge for the work. Because of
the “safety” aspect of the CAA’s remit, it is diYcult to challenge its decisions. Yet the CAA is no diVerent
from any other authority in that it is subject to the bureaucratic pressures of empire building, featherbedding
and “jobs for the boys”. The CAA needs a permanent, independent review body to which industry can
appeal when it believes it is being imposed upon for all the wrong reasons.

2. The CAA’s Excessive Charges and Over-regulation are Damaging Safety

The CAA’s record on safety in general aviation needs to be split oV from the overall safety picture. In
fact, UK large public transport operations are safer than those of, for instance, the United States, where
airline safety is poorer largely because of the record of commuter airlines, which have no real parallel in the
UK. In purely general aviation terms, the UK’s safety record is no better than that of the United States—
andmay bemarginallyworse—despite the overwhelmingly greater burden that the CAA imposes on general
aviation when compared to the FAA. It does not follow that more regulation equals more safety. In fact,
AOPA argues that in some circumstances the opposite is the case. Those countries in Europe which have
regulated general aviation, almost to vanishing point, have the poorest safety records.What improves safety
is pilot currency and practice, and the ever-increasing burden of CAA charges on general aviationmean that
UK general aviation pilots are not as current as they could be. AOPA believes that CAA charges have
already gone beyond the “tipping point” at which regulatory costs become a drag on safety, and that a
substantial reduction in the CAA’s financial impost on general aviation would make flying safer.

3. The CAA’s Senior Executives Change too Often

AOPA believes the structure of the hiring practices of the CAA are not optimal and, as a result, the
Authority is too easily able to wash its hands of its mistakes. The executive directorship of the CAA should
not be a short-term appointment, and there should be an end to the practice of hiring military oYcers who
build second and third index-linked final salary pensions in executive positions while crossing oV the days
to retirement. An example of the negative eVect of this practice is the introduction by the CAAof JAR-FCL,
which the current Head of Safety Regulation recently termed “a disaster” and for which he apologised. Yet
there is no one around to answer for the decisions that were made at the time—all havemoved on. Similarly,
those who are making even more disastrous decisions today on CAA charges will not be around to answer
for their mistakes in four or five years. This must stop, and the CAA must hire an executive cadre with
proven commercial capabilities and a knowledge of general aviation as well as an overriding safety
responsibility.
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4. Commercial Aviation and General Aviation Have Entirely Different Financial Environments

For charging and oversight purposes, the CAAmust stop treating aviation as a single entity. The airlines
cannot be equated with GA. Airlines are overwhelmingly a leisure industry, with more than 75% of
passengers flying for fun. They are massively subsidised, pay no fuel tax or VAT on tickets, buy cheap
aircraft (thanks to government subsidies to manufacturers), enjoy bilateral deals which stifle competition
and profit from passenger departure tax, which they bank for 90 days before passing on. They get direct
government handouts of £2,320,720 a year to keep running unprofitable routes. They are hugely profitable.
By contrast, more than 70% of general aviation flights are for business or flight training. GA pays a full
measure of fuel tax and VAT, its margins are razor-thin or non-existent, and it is shrinking. GA pilots who
go to the airlines provide de facto subsidies of between £50,000 and £100,000 each in the cost of training for
which the airlines once paid. The commercial reality of general aviation must be recognised by the CAA,
and its regulation costed accordingly.

5. Over-regulation

Theremust be amore robust attitude to repetitive inspections, which risk bringing the CAA into disrepute
by looking like make-work, make-money projects. An installation check on a simulator is justified, even at
a CAA price of £10,000. A follow-up inspection a year later may also be justified, but further annual
inspections costing thousands of pounds when nothing has changed are unnecessary financial impositions
on training schools and student pilots. Similarly, repetitive inspections of aerodromes where nothing has
changed should be replaced by an audit system. There is no justification for requiring aerodromes to pay
thousands of pounds for new surveys every five years when nothing has changed. Every CAA repetitive
inspection should be scrutinised for value.

Every department of the CAA should be required to justify its existence. AOPA questions whether the
CAA needs a medical department when medical checks can cost-eVectively be carried out by the private
sector, where the real expertise lies. Does the CAA need a standing legal department? Can the work of the
CAAFUbemore cost-eVectively carried out by the private sector with no diminution of safety?Why should
the CAAplace restrictions on private examiners who perform thework of the CAAFU?Does the CAAneed
oYces in Kingsway as well as Gatwick, and regional oYces around the country? Is it necessary for the CAA
to issue licences when the work could be done more quickly and cost-eVectively by agencies such as the
DVLA? This Select Committee investigation provides a vital opportunity to take a clean-sheet approach to
the level of involvement the CAA in general aviation. Is it possible to remove every aircraft under 5,700kg
from CAA oversight and transfer responsibility to industry, as has been done with most permit aircraft?

6. No Justification for a 6% Tax

AOPA questions the requirement for the CAA to make a 6% return on capital. The norm for the public
sector is 3.5%. Why should the regulation of aviation safety attract a more onerous profit requirement?

AOPA believes that the CAA would become more eYcient if it complied with the guidance material that
is provided by the Cabinet OYce. In a recent consultation on CAA charges it is the view of AOPA, based
on independent expert advice, that the proposed changes to the CAA’s Scheme of Charges should be
subjected to a full RIA and small business impact test as well as a competitive analysis. Unfortunately the
CAA believes that these items are only required for Primary legislation but given the fact that following an
earlier flawed process the changes that are being considered go beyond a known formula eg RPI or Rate of
Inflation and therefore Cabinet OYce guidance implies that the aforementioned tests need to be completed.
As there is no independent body for us to turn to for a decision the CAA say they are right and that’s it.
Well even if they are right, an independent ombudsman would be helpful on occasion like this.

Its not all doom and gloom with the CAA as there are many good individuals employed there who do
their work diligently, the diVerence is that when the CAA gets decisions wrong they do not normally go out
of business. Our industry is litteredwith examples of where businesses have had to stop doing things because
the costs involved outweigh the potential income. As with any market there is a limit to what it can bear
before people give up or move to other regions in Europe and the USA just to stay in business.

The CAA have begun two reviews of GA and if I was a cynical person I might be tempted to suggest that
someone somewhere tipped them oV that they were next in line for the Transport Committee to review!
However I am sure it is merely a coincidence.

10 November 2005.
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Memorandum submitted by the GA Alliance

A. Background

The GAAlliance (The Alliance) is a group of organisations representing the interests of many in the UK
General Aviation Industry (GA). It was formed in 2004 due to concerns about the fragmented
representation of GA and the need for co-ordinated UK level responses to CAA and EU initiatives, the
latter through Europe Air Sports.

The term General Aviation (GA) describes all aviation activity except airlines and military ie a civil
aircraft operation other than a commercial air transport operation. The principal sectors of theGA industry
include sport and recreational aviation (S&RA), personal transport for business and private purposes, flying
training, corporate aviation, aerial work and awide range of ancillary activities frommaintenance to airport
services. There are approximately 7,500 UK registered and certificated plus 1,000 USA registered GA
powered aircraft in the UK (incl approximately 1,000 helicopters), 2,300 microlights, 2,600 gliders, 740
balloons/airships, 62 gyroplanes plus 5,500 hang and paragliders and approximately 1,000 UK civil
airliners. In addition parachuting activities are within the scope of CAA regulation as well as aero-
modelling.

Members of The Alliance include:

British Gliding Association (BGA).

British Hang Gliding and Para Gliding Association (BHPA).

British Microlight Aircraft Association (BMAA).

British Parachute Association (BPA).

General Aviation Safety Council (GASCo).

Helicopter Club of Great Britain (HCGB).

Popular Flying Association (PFA).

PPL/IR Europe—European Association of Instrument Rated Private Pilots.

Royal Aero Club of the United Kingdom (RAeC).

The Alliance coordinates about 72,000 subscription paying members of these bodies. It is estimated that
in total more than 100,000 people are involved in GA. It is understood that air shows are now the UK’s
second most popular spectator activity with some 6.6 million attending annually (per Air Display
Association (Europe)).

B. Issues Raised by the Transport Committee

(1) “the remit, structure, and powers of the CAA”

(a) remit:

The Alliance has major concerns about the conflict of interest and the lack of clear definition that
exists within the CAA’s remit. The Civil Aviation Act 1982 sets out the CAA’s general objectives
as solely relating to British airlines and air transport users.

This remit is heavily weighted towards protecting the British airlines and the public’s use thereof.
There is no specific mention of the need to secure the future of or otherwise protect GA (including
many SMEs); we consider there should be a specific obligation in this respect, and the
responsibility for promoting the financial and operational success of the airline industry should be
separated from the function of regulating the activities of all other civil aviation sectors which,
under ICAO definitions are classified as “GA”.

The CAA Chairman’s interpretation of his remit for GA can be seen from his nine page
Chairman’s Report in the CAA Annual Review. In 2004 there was no reference to GA. In 2005
there is only one reference, which refers to complaints about his proposal to transfer charges of
about £4 million pa from the airlines to GA.

— The CAA should continue to deal mainly with the economic and safety protection of the travelling
public and ensure the airlines are safe and eYcient and UK airspace design and management
maximises the benefits for all airspace users. The CAA should have a specific remit to secure and
enable the future of a healthy GA sector.

(b) structure:

The current composition of the Board of the CAA has no representation from GA including
S&RA.
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The Board members, whether appointed by the Secretary of State or appointed as non-executive
in conjunction with the CAA Chairman, are currently mostly from airline, Royal Air Force or
public body backgrounds.We consider this lack of balance on the Board of the CAA to be amajor
shortcoming and a reason for the frequent lack of appreciation of the importance of GA.

These appointments are, per the CAA Sponsorship Statement (cl 3.7), meant to be, generally,
“following open competition” but we are unaware of any such appointment having been
advertised in theGApress where it might be seen by potentially interested parties.We consider this
shortcoming should be remedied by appointing at least one, and preferably two, Non Executive
members from the GA sector.

— The CAA should appoint Non Executive Board member(s) from the GA sector.

(c) powers:

The CAA’s main powers, derived from its statutory functions, are heavily geared towards the
safety and economic regulation of airlines and the airspace they utilise.

Whilst they also regulate other parts of “civil aviation” including GA, it does so with an overly
heavy hand. It applies requirements that are relatively easy for the airlines to adopt when they are
required, for example, to carry additional safety or navigational equipment that is in almost
constant use, as part of their normal business, but when applied to GA aircraft fails to recognise
its relatively infrequent use and the high cost relative to any potential benefit. Too much stress is
put on requirements in the name of “safety” without adequate proof of the need based on actual
safety cases.

In relation to the apportionment of the CAA’s costs between the airlines and GA it appears there
is a tendency for the CAA to favour the airlines. This is perhaps not surprising in view of the
Board’s current structure.

Recently, the Parliamentary Under-Secretary of State for Transport said in relation to the CAA
review of charges that it “more than fairly represented the general aviation sector, given the size
of the group and the costs passed to, and the income generated by, that sector”. This representation
according to fees paid is a new and unacceptable concept from the CAA.

An example of the CAA’s bias in favour of the airlines has been the recent move to transfer
approximately £4 million pa of costs from the airlines to GA. This was achieved by setting up a
review with terms of reference which took account only of the removal of so called “cross
subsidies” from the CAA charging structure. No account was taken of the impact on safety for
GA, the beneficiary of the regulation (the fare paying passenger), or the impact on SMEs and
employment, or the fact that the airline industry is one of the most highly subsidised industries in
theUK. The airline industry, especially those in the low cost sector, is flourishing. Their passengers
benefit from low fares because the airlines are exempt from fuel duty, which saves them
£800 million pa, and from VAT on ticket sales which saves them at least £2 billion pa. These
exemptions are funded by other UK tax payers. The airlines also receive a further £2.5 million pa
for operating certain routes.

In contrast GA pays VAT at the standard rate on most services it provides and pays some
£12 million in fuel duty and £3 million in VAT annually (per House of Commons library response
to Gerald Howarth MP).

— The CAA should take a more realistic and “light touch” to the regulation of GA.

— The CAA should abandon its present simplistic principle of using so called “cross subsidies” as
the sole factor in determining charges in favour of a more broadly based policy which includes
factors such as the impact on safety, the identity of the beneficiary of the regulation or charge (the
principle of “the beneficiary pays” rather than the current policy of “the user pays”), the impact
on SMEs and employment, the costs imposed on GA as a result of the airlines need for controlled
airspace, and the huge subsidy provided to the airline industry by the tax payer through
exemptions on fuel duty and VAT.

(2) “the performance of the CAA in relation to its statutory objectives and functions”

The CAA is responsible for some serious over regulation of GA. For example the CAA has made the
requirements for the initial issue of the UK Instrument Rating so diYcult that now less than 2% of UK
Private Pilots hold that qualification. In the USA approximately 50% of US Private Pilots hold an
Instrument Rating. This situation is prejudicial to safety in the UK.

It is estimated that nearly 1,000 GA aircraft have transferred to the USA register and their owners/pilots
have qualified for USA FAA Instrument Ratings which they can use in UK airspace. This enables them to
fly more safely and more reliably.

Medical standards for GA (and especially S&RA) pilots are a further example of over-regulation. In
recent years the standards have been brought very close to those required by professional pilots carrying up
to 500 passengers. Accident records since 1980 show no examples of a fatal accident to a passenger or
member of the public as a result of pilot incapacitation. There are examples of private pilots failing their
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UK medical examinations, and subsequently being granted USA FAA professional pilot’s licences, after
full disclosure of the facts. Equally, the CAA responded positively some five years ago to GA industry
representations to introduce a National Private Pilots Licence (NPPL), with medical standards equivalent
to the DVLA driving medical standards and with compliance by means of self-declaration with GP
endorsement.

The DfT is currently considering banning foreign registered aircraft being based in the UK. This will do
nothing to aid safety, for they already have powers to ban individual aircraft, and indeed will diminish it
due to the need for pilots holding foreign licences having to acquireUK licences which is currently extremely
diYcult, if not impossible, in the case of Instrument Rated pilots.

Aircraft certification is another area where the CAA has been over regulating and damaging GA. The
CAA will not accept an aircraft for registration in the UK, even if it has been certified in the US, without
a very expensive type certification process. Many manufacturers consider the UK market for GA aircraft
and equipment is too small to warrant the high cost of this type certification process. As a result of over
regulation in this area UK citizens are denied the opportunity of owning and operating on the UK register
perfectly safe modern aircraft and equipment.

In airspace matters, the CAA and DfT need to be reminded that the primary reason for the creation of
various classes of controlled airspace is to provide controlled separation of aircraft to protect fare-paying
passengers in commercial air transport. Most GA flying and certainly S&RA have no need for controlled
airspace as they operate under VFR (visual flight rules).Thus when it comes to airspace charging issues, the
mantra of “the user pays” should be changed to “the beneficiary (ie the passenger/airline) pays”.

The CAA is now a contractor to the European Aviation Safety Agency (EASA) in respect of certification
of aircraft and is carrying out many functions for EASA but at additional cost to the owner/pilot in GA.
Certification and other matters should be co-ordinated such that there is an acceptance that standards/
certifications already approved across European States and in the USA should be bi-party recognised.
Currently much work and cost is involved in gaining approvals between those States and the USA without
evidence of safety benefits.

— EASA now requires the CAA to accept certain categories of GA aircraft certified in other EU
States on the UK register. This principle should be extended to all types of GA aircraft, excluding
those in Annex II to Regulation 1592/2002.

— The CAA should work towards mutual acceptance of US and UK aircraft type and pilot
certification. Regulation should be proportionate to risk as has been established in the EC
Common Requirements for the Single European Sky.

Most new pilots entering the airline industry do so from a self funded route that starts with their training
in GA.Without a sound base of GA in the UK the airlines will be forced to seek pilots from abroad thereby
taking jobs from the UK including those from the training industry itself. There are already many instances
of flight training organisations moving abroad (mainly to the USA) because the regulatory regime and costs
in the UK are now uneconomic and uncompetitive. This lack of a healthy UK training base also means the
associated support industry of many SME businesses suVers.

The UK light GA aircraft manufacturers are now virtually non-existent whereas those in the USA are
flourishing withmany new concepts andmanufacturing techniques creating employment and opportunities;
this activity also feeds through to their training facilities and associated support industries.

There is a clear reason for the lack of that manufacturing industry in the UK, namely a culture of too
much regulation and high oversight costs.

— The CAA should promote a healthy GA sector to enable greater economic activity within it
thereby securing employment and opportunities for UK SMEs and citizens.

The DfT/CAA should ensure that when airports wish to expand they are made to take into account the
loss of use of those airports to GA.Many are currently stating they are so busy that they will not accept GA
aircraft or impose such swingeing price increases that GA is eVectively excluded. By such means GA is
denied accessibility to airports with facilities, particularly for landing in poor weather, and crucially pilots
are denied adequate training facilities and thereafter to ensure their skills are kept current, a vital safety
requirement. The departments do not currently take such factors into account whereas they are considered
in some other States.

— The CAA (and DfT) should ensure GA is not denied economic access to airports especially when
they propose expansion.
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(3) “the eVectiveness and eYciency of the CAA’s regulatory framework”

The CAA does not appear to conform with its sponsorship statement in relation to consultation (cl 7.2).

In particular there is no supervisory body to which GA (or others) can appeal other than via the
Parliamentary Commissioner for Administration. We propose there be another less complex and more
immediate “regulator” to whom appeal(s) may be made over the conduct of the CAA’s consultation and
other workings.

— The Secretary of State should appoint a Regulator of the CAA.

(4) “the eVectiveness and eYciency of the CAA in the general discharge of its duties”

We consider the CAA imposes onGA a cost structure for its regulation that is untenable and particularly
so now that EASA is in operation.

The CAA’s costs are proposed to increase (per the JRT costs and charges review due to be implemented
on 1 January 2006) unless the CAA Board takes due note of the GA community protests at the proposed
levels and of the flawed nature of the JRT itself. GA was not properly represented on the review team and
the supposed GA representative made it clear he could not do so and submitted a minority report on that
and other issues. There was also no RIA as we maintain should have been the case to comply with the
Cabinet OYce Better Regulation guidelines.

— TheDfT should direct the CAA to withdraw the current proposed increases in its charges eVective
1 January 2006 and require it to complete the current GA Strategic and Regulatory Reviews prior
to carrying out a revised review of its costs and charges. If increases are then proposed a full RIA
and small firms impact test should be carried out in accordance with Cabinet OYce guidelines.

(5) “the eVect of growing international and European Union cooperation on the work of the CAA”

The EU, through EASA, now has is legal competence over aircraft original airworthiness including type
certification (Part 21). There are implementing rules which Member States interpret. By 2008 there will be
Regulations and Implementing Rules for the continuing airworthiness of aircraft in the light aviation sector
of GA including maintenance organisation approvals, staV certification and training organisation
requirements. This Regulation (and the supporting rules) are already in place for larger GA aircraft. EASA
will shortly (from end 2006) also be responsible for aircrew licensing and operations standards; other
functions will follow. Many of the roles were previously performed by the CAA. As a result the CAA is
evolving into the State National Supervisory Authority as is already happening with regard to the Single
European Sky (SES) Air Navigation Service Providers certification process.

In many instances the CAA is now acting as a contractor to EASA and merely adding its costs. We
consider the CAA should not be adding its costs to the EASA costs to owners. Further, the burden of
duplicate costs during the transition of competence to EASA should not be placed upon the user
community. That costs element should be borne by Member States as a reflection of regulatory change.

The intention of EASA is to perform many of the functions currently carried out by the CAA and ensure
those powers are uniformly applied throughout the EuropeanUnion in accordance with the principles of the
SES, therewould therefore seem a strong case for a complete review of the need for and functions required of
the CAA and its various departments.

We also question why it is necessary for the CAA to operate in regulating and administering GA from
hugely expensive oYce locations. Much of the work done in clerical and administration terms should be
dealt with from less costly locations and with less costly staV.

— EASA’s remit removes, or will in the future remove many of the functions of the CAA. Its
responsibilities, operating and costs structures should be revised to reflect its emerging role as
agent for EASA. In other words, it needs to radically “down-size”.

— The CAA has recently embarked on a Strategic Review and Regulatory Review of GA. It is hoped
that, with objective chairmanship of these two Reviews, a constructive report will be delivered to
the CAA Board in June 2006.

Whilst the UK Government might understandably wish to keep full control of the commercial aviation
sector via the CAA we see no reason why it should not be willing to devolve oversight of the GA sector to
another agency or the S&RA associations/governing bodies such as currently happens in relation to certain
GA and specialist types of aircraft. This includes balloons, gliders, hang gliders, microlights and home built
craft registered in most casers with the CAA but otherwise regulated by their approved associations (see
Annex A below for details). EASA is understood to favour such a solution for the lighter end of GA and
S&RA.

Such principles could, we consider, be applied to most GA aircraft of less than, say, 5,700 kgs weight and
create major benefits to aircraft owners without compromising safety and propose this be considered as part
of a review of the CAA’s overall responsibilities. Page: 6
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— TheCAA should devolve certification and other appropriatematters to theGA industry following
the models already established for approved organisations as listed in Annex A.

Annex A

Regulation by Approved Associations

The following organisations have been granted special approval to carry out specific activities on behalf
of the CAA. (Note BMAA, BGA and PFA are members of The Alliance making this submission):

British Balloon and Airship Club (BBAC)

The BBAC deal with Certificates of Airworthiness (Issue and Export and change of category), re-
registrations, replacement documents, validation of flight manuals, plus renewal recommendations for
airship Certificates of Airworthiness. They submit the appropriate application forms and fees to the CAA
on behalf of owners and manufacturers, and ensure that all necessary maintenance is properly
accomplished. They conduct inspections that confirm and maintain the continued validity of a Certificate
of Airworthiness.

BritishMicrolight Aircraft Association (BMAA)

The BMAA, under the terms of its exposition, is responsible for the regulation of microlights. They deal
initially with the issue of a Permit to Fly, and they will submit the appropriate application form and
supporting documentation to the CAA for the issue (or replacement) of a Permit to Fly. They also liaise with
CAA regarding re-registration ofmicrolights andmodificationsmade to them. Their oYcers co-ordinate the
annual inspection of microlights and advise CAA accordingly, so that a Permit remains in force.

British Gliding Association (BGA)

The BGA is approved by the CAA to make recommendations for the renewal of Certificates of
Airworthiness for specified glider tug aircraft weighing 2,730 kg or less, self-launching powered sailplanes/
motor gliders and touring motor gliders, and applications for such renewals are made to them direct.
Certificate of Airworthiness Issue applications, however, are made direct to CAA.

Popular Flying Association (PFA)

The PFA deal with amateur-constructed aircraft, some restored vintage light aircraft, recreational and
sport flying in the UK. They are approved to recommend to CAA for the issue and replacement of Permits
to Fly and their associated Certificates of Validity. Their inspectors undertake the annual survey of aircraft
that maintains the validity of a Permit. They also liaise with CAA regarding the re-registration of aircraft,
the replacement of documentation and modifications carried out on aircraft. There are various criteria that
determine whether or not the PFA can accept an aircraft under the terms of their exposition. These include
maximum power of 260 hp and maximum take-oV weight of 907 kg/maximum seating capacity of two (this
can be increased to 1,134 kg/maximum seating capacity of four in certain circumstances). They do not deal
with kit helicopters—applications for a Permit to Fly for these are made directly to CAA.

9 November 2005

Memorandum submitted by the British Business and General Aviation Association Ltd

Introduction

BBGA is the British Business and General Aviation Association Ltd. The Association is the Trade Body
representing companies operating and trading in the Business and General Aviation industry, including
manufacturers, operators, maintenance organisations, repair and overhaul organisations, training
organisations, aircraft and helicopter sales organisations, spares stockists and other supporting
organisations including finance, insurance and publications companies.

BBGA is active in monitoring and participating in the development a harmonised suite of regulations to
governBusiness andGeneral Aviation throughout Europe. Through its leading role withinEuropean bodies
such as the European Business Aircraft Association (EBAA) and European Council of General Aviation
Support (ECOGAS), BBGA is represented on all Joint Aviation Authorities (JAA) and European Aviation
Safety Agency (EASA) Working Groups, Committees and Boards relevant to Business and General
Aviation. BBGA acts as the coordinating oYce for ECOGAS.
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The Remit, Structure and Powers of the CAA

BBGA recognises the need for national aviation issues to have a central focus. We therefore support the
existence of a national aviation authority (NAA) able to ensure that properly considered legislation in the
aviation field is being correctly adhered to.

The CAA was a reasonable construct at the time of its creation, when the UK was solely responsible for
aviation policy, regulation and its implementation, within the bounds of an ICAO framework. Over the last
30 years the aviation world has changed out of recognition. The CAA has attempted to change, this we
recognise, but the change in “scope” of the CAA does not seem to have matched the changes in the outside
world. For years the CAA spent a sizeable minority of its time working with the Joint Airworthiness
Authorities (JAA) to provide harmonised requirements with other European states (albeit on a non legal
implementation basis). The CAA also kept its own fully stocked cabinet of regulations, the BCAR’s.
Recently the development of the European Aviation Safety Agency (EASA) has had a profound impact on
the CAA.

BBGA therefore feels that the inquiry by the Transport Committee is timely, not least in ensuring that
the CAA, as constituted, is the best type of NAA for the future.

The Civil Aviation Act 1982, which gives the CAA its primary objectives and functions, focuses
overwhelmingly on “air transport services”. This was important in 1982 and remains so now. But in 1982,
the world’s air services were dominated by national “flag carriers”, often themselves mere extensions of
governments. The Act has set the tone of the CAA ever since, that of looking after large industry. In terms
of large air transport providers, the CAA can be seen to have succeeded, with the major UK carriers
frequently leading the world. Elsewhere this approach has been disastrous.

There is no longer any large transport aircraft built in theUK, and the number of new, certificated, British
built aircraft is now a handful a year. Some of this is due to successive governments’ policies with regard to
manufacturing, but at the smaller end of Aviation, the cost and diYculty of designing and building aircraft
under CAA regulations in the UK has seen several initial UK designs move overseas.

The CAA’s handling of Flight Training has been a significant factor in the huge transfer of training to
overseas providers. The cost to train a pilot to commercial level has risen by around 80% in the last five years,
with costs to training schools rising at an even faster rate. Turning to smaller air transport providers, the
CAA’s approach has led to themajority of operators of non commercial turbine powered aircraft registering
their aircraft outside the UK. A major reason for this was the CAA’s insistence on imposing their own
specific rules on the design of aircraft not of UK origin (and as mentioned above, almost all aircraft are now
of non UK origin). For years the CAA claimed that these Additional Requirements for Import were safety
related, yet over 3,000 were scrapped the moment EASA came into being. Given that the CAA still has
responsibility for the safety of UK aviation, one cannot imagine they have let over 3,000 safety critical
regulations lapse. So it would appear that despite the CAA claiming to industry that these 3,000!
regulations were non-negotiable, the moment they were forced to justify this to another independent body
the requirements were cast aside. It is important to note that the CAA did retain around 300 similar
regulations, arguing to EASA of the importance of these being retained.

What seems clear is that the present remit and structure of the CAA is clearly aimed at the benefit ofmajor
air transport providers, not the businesses represented by BBGA.

BBGA have therefore welcomed the initiative of the CAA to hold a strategic and regulatory review with
regards to General Aviation. BBGA would hope the thoughts of members of these reviews will be taken on
by Government to develop a proper Policy for Business and General Aviation. Only with specific
recognition of the diVerent requirements of Business andGeneral Aviation will this important sector be able
to recover and prosper.

BBGA does not contend that the CAA is not without its positives, far from it, a number of personnel are
excellent and the leadership, as shown by the aforementioned General Aviation review, recognises many of
the problems it faces. CAA generally seeks to involve interested parties and when that happens the results
are often encouraging. However, when diYculties occur it is very hard for the regulated to seek redress.
Whether it relates to inconsistencies amongst individual surveyors or issues such as the Additional
Requirements for Import noted above, the lack of a sensible arbitration scheme is a major deficiency in the
CAA structure.

In general BBGA believes the CAA has suYcient powers to perform its duties. Indeed given the lack of
independent arbitration, those powers could be deemed too great in some areas. In others, such as ramp
checks of non UK registered aircraft, BBGA feels CAA is reluctant to use its powers. BBGA fears this may
be due to cost issues in that this work is not recovered from the regulated as is the case for the majority of
CAA activities.

BBGA feel the biggest single problem that our members face with the CAA is to do with costs. Some of
these costs are dealt with below; they involve additional costs a company has to bear such as extra staV. The
CAA remains the only Aviation Safety Regulator that is required to fully recover all its costs from those it
regulates AND to make a return on capital employed. For years that has placed UK Industry at a
competitive disadvantage when compared to its international partners. With a large amount of regulatory
activity undertaken by the CAA, all charge payers had to fund the development of regulation that was
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frequently of little direct interest to them. BBGA believes the requirement to recover all costs is completely
unjust andmust be amended. This should be addressed in three steps. Firstly theGovernment should reduce
the rate the CAA is required to make as a return on capital employed from 6% to 3.5% in accordance with
Treasury instructions relating to Self-Financed Public Corporations, set in September 2003. Secondly the
Government should seek to either bear the cost of any remaining regulatory or policy activity (estimated at
up to 30% of the Safety Regulation Group (SRG) budget pre EASA) or to ensure CAA costs in this area
reduce by the equivalent amount once transfer of activity to EASA takes place.

Finally the entire funding rational of the CAAmust be re-examined. BBGA attempted to raise this within
a “Joint Review Team” that examined the CAA SRG budget during 2004–05. We felt there was sympathy
for such a review from some within the CAA, but the concept was blocked at the insistence of the large
airlines. BBGA feels the CAA Charging schemes have become so complex that a significant cost is being
borne simply to keep the schemes running. BBGA recognises some of the complexity is due to the need to
try to adopt schemes across such a wide range of business types and indeed reflects attempts by all sectors
to ease the burden of CAA costs on their sector: basically we are all culpable. Thus we believe all are in
danger of “not seeing the wood for the trees with regard to the funding of the CAA. BBGA would urge the
inquiry to consider why the CAA is there?” For whose benefit does the CAA exist? BBGA believes the
answer is that CAA is there to ensure safety of operation of aircraft on behalf of the general public. All the
regulations on manufacturers, engineers, aerodromes etc. are simply tailored at the ultimate beneficiary,
those who fly.

If the general public does not benefit from the CAA then one must ask why they are there, because those
enjoying aviation as a leisure pursuit would certainly not need an organisation like the CAA to look after
their interests. A logical extension of this thought is that the general public should fund at least a significant
proportion of the CAA. One could argue that those who choose to fly are actually gaining a
disproportionate benefit so a passenger levy may be the best way to provide funding. BBGA recognises the
diYculty in hypothecation of taxes but would also contend that the “open skies” within the EU (and in the
future across the Atlantic?) means a number of airlines that have significant UK bases are not paying
towards the safety infrastructure from which they benefit. If hypothecation is too much of a problem then
the industry could act as a collector by basing CAA charges simply on the passenger/unit of cargo. It is
estimated that this charge would be below £1 per passenger. Given that most airlines have (and some still
do) put all manner of operational costs into a “taxes and charges” add on to the ticket price, the public will
surely not stop flying because of a £1 charge?

In summary, BBGA feels the Government needs to develop a policy for General and Business Aviation
and revise the Civil Aviation Act to reflect this. The CAA must have a proper arbitration system. And the
CAA funding basis must be revised to ensure the costs are borne by the beneficiaries of aviation safety
regulation: the passengers.

The Performance of the CAA in Relation to its Statutory Objectives

BBGA’s primary concerns with regards to the CAA’s statutory objectives relate to those objectives
themselves, as detailed in the above section of this memorandum. BBGA recognises that the CAA has
overseen a world class safety record; one we trust will be maintained. This is of course the primary role of
any safety regulator. But in many ways, the CAA is much more than just a safety regulator and we have
concerns that the impact of CAA actions on UK competitiveness, particularly to Small and Medium size
Enterprises (SME’s) has been substantial. We believe the CAA should have a specific responsibility to
promote the interests of all UK aviation, not just the large air transport operators. We feel the CAA has
frequently been guilty of “gold plating” regulations set at a European level. As in other fields this is often
diYcult to prove because our European partners are reluctant to appear to be under regulating and the
European Commission has no interest in talking harmonising action against a member state that chooses
to over regulate/over charge.

BBGAwould contend that the CAA’s success in meeting it statutory objectives for the large air transport
providers has been at the expense of an unwieldy regime for SMEs.

To take as an example, the regulations for commercial operations; in the USA smaller operators have a
distinct set of regulations aimed at the provisions of services by smaller operators; in the UK (and indeed
Europe) the operator wishing to run pleasure flights is meeting the same regulations as a large airline. All
too frequently the wording of regulations causes diYculty, for instance some engineering codes demand the
presence of an “AirworthinessOYce”. For large companies these exist, but for a SME, one has to specifically
designate part of one person’s oYce to this function. This is but one example of rules being appropriate only
to large organisations.

It is diYcult to reconcile the CAA’s performance with the European Charter for Small Enterprises which
states that “New regulations at national and Community level should be screened to assess their impact on
small enterprises and entrepreneurs. Wherever possible, national and EC rules should be simplified.
Governments should adopt user-friendly administrative documents. Small enterprises could be exempted
from certain regulatory obligations”. These worthy goals were re-aYrmed as recently as 8 November 2005
by the ECOFIN Council where the Council “notes that administrative procedures and complex regulatory
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requirements often impose the greatest burdens on SMEs and welcomes the intention of the Commission
to address these burdens through its simplification and wider work programme while respecting the
principles of subsidiarity and proportionality”.

BBGA is particularly keen that the principle of proportionality is enshrined in the CAA’s activities.While
recognising theGovernment policy of “user pays”, it cannot be correct for smaller companies to pay a vastly
greater proportionate cost for regulation. This is particularly the case when those regulations have clearly
been developed for large, not small, organisations.

The Effectiveness and Efficiency of the CAA’s Regulatory Framework

The UK aviation safety record is exemplary so from that point of view, the CAA’s Regulatory
Framework can be deemed eVective. However, other states have achieved similar levels of safety without
the industrial consequences of the CAA. BBGA feel it is totally unjust that the CAA charges the regulated
for the policy work of developing regulation.

The eYciency of the CAA regulatory framework varies hugely from sector to sector. Inevitably the
framework works best for the large airlines for which it was designed. SME’s and those involved with
General Aviation end up paying a disproportionate cost for regulation that was not designed with them in
mind. What is most striking is how the fees paid to the CAA are sometimes dwarfed by the costs SME’s
incur to meet the regulations that were designed for a diVerent sector.

BBGAmembers are particularly concerned at the lack of standardisation in the application of regulations
across Europe. The CAA has spent a huge sum (the amount is not known) on the JAA in the last 20 years
and there have been benefits, particularly for larger companies. But the examples remain legion of totally
diVerent interpretation of regulation by the CAA. Inevitably this is a more strict interpretation than our
European colleagues. Too often the development of regulation seems to have been awar of attrition; witness
this comment from one BBGA member relating to a rule that has been debated for over a decade:

TheCAA should accept that the fare paying public has a right to fly in aircraft that have demonstrated
an acceptable standard of safety, provided that these aircraft are operated by responsible companies
that adhere to the highest standards.

Therefore without any further delay or procrastination the CAA should accept applications from suitably
qualified UK companies to operate approved SET aircraft commercially at night and in SE-IMC in
accordance with JARNPA-OPS 29 in its latest form or in accordance with ICAO SARP. This would ensure
a level playing field with other EU operators.

The CAA quite rightly develops regulations to improve safety, but its influence on British industry and
its skilled personnel is such that these factors must be better balanced when regulation is developed,
particularly for SME’s. If the CAA feels that a requirement to promote industry is at oddswith being a safety
regulator then it must cede the ability to make regulation with submitting it to an outside body that can take
on that responsibility. For instance it is ridiculous that the requirements of the CAA (and now EASA) for
aircraft engineers have not been properly developed in conjunction with the Department for Education and
Skills. The CAA regulation also impacts competitiveness so the lack of DTI involvement is surprising.

The Effectiveness and Efficiency of the CAA in the Discharge of its Duties

For a public body, BBGA recognises the CAA is relatively eYcient at a macro level. BBGAwelcomes the
fact that management has sought to minimise the direct costs of CAA to industry in recent years (although
we have grave concerns about the way CAA proposes to distribute those “costs”). When placed alongside
safety regulators of other sectors the CAA can be seen to perform well.

No organisation can stand still however and BBGA would like to see eYciency targets established, not
only at a macro level but with regards to specific sectors of the regulated industry.

Our recognition of the macro eYciency of the CAA does not extend to a micro level. The whole of the
CAA is set up to support the major airlines, from the Regional OYce network to the CAA’s involvement
in decisions on bilateral air service agreements. This means an organisation that is set up to deliver to a
particular sector fails to similarly deliver to other sectors.

A particular concern of BBGA members relates to the impact CAA regulation can have within a small
company. BBGA members report a huge increase in the total cost of regulation over the last five years, for
smaller operators, their CAA fees will have doubled, flight training schools report similar magnitudes of
increase. But these are dwarfed by the costs of additional personnel, equipment etc that the CAA’s
regulations (and interpretation thereof) demand. In many cases CAA has sought to transfer functions
previously done by them to industry. From safeguarding at airports to the production of master minimum
equipment lists, the pattern is the same. Industry takes over the work on the vague promise of reduced
regulation, only to have the same time spent by the CAA either “overseeing” the item recently relinquished
or on some other area. This is particularly true in the operating world where the introduction of safety
management systems by the industry seems simply to have given the CAA something else to oversee. An
independent arbitration and reviewer of the CAA would help enormously in these cases.
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The Effect ofGrowing International and EuropeanUnionCo-operation on theWork of theCAA

The outward UK position has been, for many years, to support the harmonisation of rules throughout
Europe. We have mentioned the way the CAA worked within the JAA above. The creation of EASA has
fundamentally altered the CAA. It is no longer a stand alone authority. BBGA recognises that for many in
the CAA this is a bitter pill to swallow as their prestige as one of the leading NAA’s in the world is reduced.
However we fear that in some cases the CAA is using their role as either subcontractors to EASA or as a
competent authority to retain previously held positions, in conflict with the desire for a fully harmonised
European system. This must stop.

The development of EASA also further highlights the inequities of the CAA funding system. How can it
be fair, or good for UK plc, for the exact same license or approval to be obtained at a fraction of the cost
in another EU state? Already we are seeing engineering tasks being transferred from the UK to other EU
states and this is before the transition period to EASA is even completed.

EASA only provides regulation for aircraft above a certain threshold; the remaining aircraft (older types
etc) remain under national control (these aircraft are defined in Annex 2 to regulation 1592/2002). BBGA
has a real fear that the CAAwill seek to maintain an infrastructure that simply cannot be supported by fees
from the SME’s looking after the “Annex 2” types. BBGA recommends that CAA out sources the majority
of the regulatory eVort for these types to industry, simply maintaining an overseer role. There certainly
should be no requirement for duplicated approvals, for example the CAAmust accept that a company with
a Design Approval from EASA is, without question, able to provide Design services to an Annex 2 aircraft
type. They must not demand a separate UK approval for an identical role.

Conclusion

BBGA would hope the inquiry would examine the following areas our members, mostly SME’s, believe
to be critical:

— Development of an independent arbitrator and reviewer of the CAA charged with an ongoing
assessment of regulatory eVectiveness and eYciency, together with provision of truly a
independent appeals procedure.

— Development of a Policy for Business and General Aviation that would feed into a revised Civil
Aviation Act that required the CAA to promote UK industry as well as regulate it. If the CAA
cannot, as a safety regulator, promote industrial competitiveness then all regulation must be
submitted to an independent, body that will ensuring UK industry will not be harmed by the
proposed regulation.

— The rate the CAA is required to make as a return on capital employed should be reduced to 3.5%
in accordance with Treasury instructions. The costs of policy development should be reduced and
not collected from industry.

— An examination of the whole funding basis of the CAA should be completed aimed at ensuring
the ultimate beneficiary of safety regulation, the public, particularly the passenger, bears the costs.

— The CAA must seek to harmonise the imposition of EASA rules throughout Europe. The CAA
should seek to transfer much of the regulatory activity for Annex 2 aircraft to industry. The CAA
should not continue to require duplicated approvals from industry.

14 November 2005

Memorandum submitted by the Society of British Aerospace Companies

Introduction

1. SBAC is the national trade association representing 2,500 companies supplying the civil air transport,
aerospace defence, homeland security and space markets operating in the UK economy. Many SBAC
members are involved in themanufacture of equipment and components for aircraft as well as whole aircraft
and are therefore very familiar with the CAA activities associated with safety and certification.

2. The remit and scope of work undertaken by the CAA has changed significantly in recent years. In
particular, the safety and certification of aircraft and their components and equipment including design,
now falls under the auspices of the European Aviation Safety Agency (EASA) who have subsumed many
of the responsibilities previously vested in the CAA.

3. SBAC members have extensive experience of working with the Civil Aviation Authority and hold the
service that they have oVered in very high regard. The CAA has traditionally operated to a very high
technical standard, both in the certification of equipment and aircraft, and organisational approval and
oversight that many would attest to being the best in Europe.
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Service to the Aviation Industry

4. Employees of the CAA have traditionally been drawn from industry and it is felt that this commercial
level of training and understanding has helped underpin an excellent working relationship betweenmembers
of the aerospace sector and the CAA.

5. Of particular note was the eYciency of the service provided, the ability of staV to respond to the needs
of companies seeking certification and, in some circumstances, going beyond the call of duty to work with
members if there was an urgent need for certification, testing or validation. One member remarked that a
CAA employee test piloted an aircraft on a Saturday morning to ensure that the programme could proceed
to deadline. This type of working relationship has enabled the authority to successfully work with industry
and lead to a workable process that delivers certification of equipment and aircraft to a very high standard.

6. Many of the functions that the CAA has traditionally been responsible for have been transferred to
EASA. The transition of responsibilities from CAA to EASA, under EU Regulation 1592/2002, is taking
place in phases and SBAC is concerned about:

(a) the lack of clarity in the process of implementation including the completion dates and the degree
of functions that will be shared between EASA and CAA;

(b) the impact on the eYciency of certification which has been significantly aVected;

(c) financing of EASA;

(d) financing of the components of CAA that remain in place; and

(e) loss of staV with considerable expertise from CAA from the regulatory environment (ie
experienced CAA staV not transferring to EASA).

7. The CAA’s style is generally pragmatic and commercially appropriate and its regulation style is less
prescriptive than it used to be. This comes from it encouraging industry to adopt a safety case management
system approach to their business and regulating it via audit rather than inspection.

Transition of Roles from National Aviation Authorities to EASA

8. Regulation (EC) No 1592/2002 of the European Parliament and of the Council set out the aim of
bringing about common rules in the field of civil aviation and establishing a European Aviation Safety
Agency (EASA).

9. The aim of the European Aviation Safety Agency (EASA) is to develop and regulate aviation safety
rules and, in particular, ensure their uniform application within the EU, whilst seeking harmonisation with
US and other world rules.

10. The process of transferring roles fromCAA toEASA is taking place in stages. There is a lack of clarity
amongst members at the stage EASA will take responsibility for some specific functions. Currently EASA
is sub-contracting many certification tasks to the CAA and other national aviation authorities during an
unspecified transition period. Airworthiness and safety responsibilities are being taken over gradually;
operations and licensing appear to be the next in line.

11. There appears to be a mismatch between the speed at which the CAA is reducing its activities and
which EASA is increasing theirs. Employees of theCAA,with considerable expertise, are not being recruited
by EASA and there is a concern amongst members that expertise is being lost from the field that will be both
diYcult and costly to replace. This has implications for the eVectiveness, cost and eYciency by which EASA
conducts its role. There is a lack of transparency on how the process is moving forward.

12. SBACwould like to see a clear timetable and transition plan for the transfer of specific functions from
CAA to EASA. Incorporated into this timetable should be clear projections of staYng/expertise needs
future finance arrangements and an analysis on how future needs will be met.

Financing the CAA/Influencing EASA

13. CAA is committed to self-financing and is required to make a 6% return on capital; this is excessive
particularly when compared to other departments/agencies across government.

14. It is not clear what the role of CAA should be as EASA increases its share of activities. Industry
cannot aVord to pay twice. It is diYcult for SBAC to comment on the precise financing arrangements since
the forward development plan of EASA and CAA is unclear. However, if the majority of functions are
subsumed by the European body, as was originally intended, it is not clear that the future role of the CAA
will extend far beyond an advisory role to the Department for Transport who are the UK’s representatives
on EASA.Whilst the former activities of the CAA inworking directly with industrymay have helped inform
the advice it provided to the UK’s representatives, a lower level of hands on activity, especially within the
commercial and transport aircraft related segments, diminishes the benefit of this advice. In the light of this,
SBAC recommends that there should be a formal mechanism by which industry feeds its views to UK
representatives on EASA.
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Processing Certification

15. The process of certification has become more time consuming since operations were taken over by
EASA. This appears to extend from a lack of clarity between the two organisations concerning areas of
responsibility and an over cautious interpretation of rules by CAA. There have been circumstances where
a certification process that should have taken two weeks has taken 12 to complete. This level of delay has
implications for the successful operation of a globally competitive industry.

16. It is important to achieve clarity between the successful functioning of CAA and EASA in the
certification of equipment, since such significant delays undermine the competitiveness of UK industry.
SBACwould like to see a clear performance target from EASA to turn around certification within a defined
time period.

Need for a clear UK Airspace Policy on Unmanned Aerial Vehicles

17. The CAA has passed all clearance activity for Unmanned Aerial Vehicles (UAV) below 150 kg to a
newly formed company, USS in Aberporth. Clearances for UAVs above 150 kg are the responsibility of
EASA.

18. SBAC is concerned that this arrangement has created a potential for inconsistency in the approach
to certification of UAVs operating in UK airspace. We would be interested to see this issue explored and
would specifically be interested to know what the CAA remit will be in the future for UAV certification
under 150 kg and what its relationship will be with EASA in this regard.

19. SBACwould also be interested to understand how theCAA intends to position itself within the Single
European Sky initiative and what impact is expected. In addition, how will the CAA link with the insertion
into air traYc for UAVs?

Business Friendly Approach

20. It is important that EASA remains accessible and responsive to the needs of commercial enterprises.
Industry has benefited from a good working relationship with the CAA and it is important for safety and
the competitiveness of the industry that this goodwill is transferred to EASA.

21. The location of EASA in Cologne poses particular challenges to SMEs and it is important that
accessibility issues are addressed in some way. In the ordinary operation of a straightforward certification
there is little change in the application process for a company that applies to EASA rather than the CAA,
other than directing the application to Cologne. However, where there is a problemwith the application and
a meeting is required to resolve this, the impact upon SMEs of travelling to the EASA oYces in Cologne
rather than a UK oYce to resolve this can be considerable, particularly if multiple visits are required.

Concluding Remarks

22. The remit, structure and powers of the CAA are going through a period of substantial transition. The
performance of CAA in relation to its statutory objectives and functions has been historically good and
industry has enjoyed a good working relationship with the authority.

23. The lack of clarity in the transition process between CAA and EASA has created some operational
diYculties most notably the length in processing certification applications. As the process of transition
moves forward there is the potential for additional problems to arise. A clear timetable and transition plan
for the transfer of specific functions from CAA to EASA should be made available to industry so that such
problems can be averted; this timetable should contain projections of staYng needs and future finance
arrangements.

24. Industry and air safety have benefited from a goodworking relationshipwith theCAA; it is important
that EASA remains accessible and responsive to the needs of commercial enterprises.

25. The significant changes in the remit, structure and role of the CAA aVect the ability of the authority
to advise UK representatives on EASA. In light of this changing role it is appropriate that a formal
mechanism is developed by which industry feeds its views directly to UK representatives at the Department
for Transport.

14 November 2005
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Witnesses:Mr Martin Robinson,Chief Executive, AircraftOwners and Pilots Association,Mr Mark Wilson,
Chief Executive, British Business and General Aviation Association,Mr Paul Draper, Chairman, PPL/IR
Europe, GA Alliance, and Dr Mike Steeden, Director, Civil Air Transport, Society of British Aerospace
Companies, gave evidence.

Q361 Chairman: Gentlemen, thank you for being
patient. I am sorry to havemade youwait.May I ask
you, firstly, to identify yourselves, starting on my
left?
Dr Steeden: Mike Steeden, Director of Civil Air
Transport at the SBAC, which represents about
2,500 companies operating in the civil air transport,
defence and space markets.
Mr Draper: Paul Draper, member of the General
AviationAlliance, which is a grouping of ninemajor
organisations in general aviation with about 70,000
subscription payments.
Mr Wilson:Mark Wilson. I am the Chief Executive
of the British Business and General Aviation
Association. I am speaking for those companies
operating in the general aviationmarket and, insofar
as it may be of interest to the later questioning, I am
a vice-chairman of the EASA advisory board.

Q362 Chairman: Lucky old you!
Mr Robinson: Martin Robinson. I am the Chief
Executive of the Aircraft Owners and Pilots
Association, representing private aircraft owners,
pilots, flight training organisations, many of which
pass their pilots on to the airlines.

Q363 Chairman: Thank you very much. You are all
in the general aviation sector which we all believe to
be very important. Could you tell us why you think
your particular sector is distinct from airlines and
other parts of the aviation industry?
Mr Wilson: On the basis we sit on the cusp between
commercial and general aviation, maybe I will start
and my colleagues can follow. Firstly, we must note
that the international standard called general
aviation is not what people would automatically
assume. I think most of my colleagues would agree
the definition is that it is everything except for the
airlines and the military. Where it is particularly
diVerent is that general aviation primarily comprises
individual or small- and medium-sized companies,
or those companies that share the characteristics of
SMEs. We therefore manage to serve areas that the
scheduled airlines do not, we go where they do not,
they cannot or they will not, and I think we are
important in terms of regional development,
certainly as far as my members are concerned and
there are obviously other interests which I will defer
to my colleagues to outline.
Mr Draper: I think we are also diVerent in that we
not only cover business, we cover the training of
pilots who ultimately many end up within the
airlines, but sports and recreational purposes is of
ever-increasing importance within general aviation.

Q364 Chairman: That is very useful. Do you know
what the contribution of general aviation is to the
UK economy?
Mr Robinson: Currently there is a study which is
being undertaken in conjunction with funding from
the Department for Transport, the results of which
we are waiting to learn.

Q365 Chairman: And its parameters are about the
economic contribution. It is presumably the
economics of the industry.
Mr Robinson: It is indeed, yes.

Q366 Chairman:When do you expect that to report?
Mr Robinson: We think there will be a preliminary
report available by the end of January and we can
make that available to you.

Q367 Chairman:Have you all contributed to that in
some way?
Mr Robinson:We have.
Dr Steeden: Chairman, may I have a shot at
responding to the initial question just to clarify?
With due respect to my friend’s definition of general
aviation, I think there is a commonly accepted usage
that tends to distinguish between the large civil
transports that are used by themajor airlines and the
lighter aircraft community. As far as the SBAC is
concerned, our members operate across the full
range of markets here. We serve both the airlines in
terms of providing components, systems, air frames
into that large civil air transport area and we also
have companies that serve the lighter end of the
market. We range from small- and medium-sized
enterprises all the way up to the large companies
such as Rolls Royce, BAe Systems and Airbus UK.

Q368 Mr Martlew:On the funding and the eYciency
of the CAA, do you really believe that you get value
for money from the CAA?
MrWilson:Whatwewould probably contend is that
the CAA is not the organisation it would be if it was
just there to regulate general aviation and, therefore,
we believe that we are paying a disproportionate
sum because the regulation itself and the body itself
is not set there to regulate general aviation, it is set
there, as is laid down in its remit, to look after the
large airlines and particularly to ensure that the
airlines are able to be provide services to UK
citizens. It is a worthy goal but not one we feel we
should be paying for.

Q369 Mr Martlew: So what is the solution?
MrWilson: You can either have regulation which is
proportional throughout and we recognise that may
place a bureaucratic burden on the CAA itself, but I
think just having a one-size-fits-all level of
regulation, such as exists for commercial operations
today, is not useful. It is not sensible for somebody
whowishes to operate pleasure flights round a beach
during the summer to have to approach the same
document as British Airways has to approach.

Q370 Mr Martlew: Do you believe that the 6%
return is justified?
Mr Robinson: No.
Mr Draper: It is really a tax on safety in eVect.

Q371 Mr Martlew: If they do not get the return then
will there not be a tax on the taxpayer.
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MrDraper:Not necessarily because the CAA is self-
funded by the participants and that includes us.

Q372 Mr Martlew: So you are happy for it to be self-
funded and not to pay a return?
Mr Draper: Indeed it should be self-funded. We do
not necessarily need to be a part of that regulation in
that it needs to be risk based and proportionate.
Over the years general aviation in various sectors has
been very successfully self-regulated without a
problem, such as the gliding community for 60 years,
the PFA and various other sectors and we believe
that is the way that it should move and there should
be more self-regulation providing it is properly
safety based.
Dr Steeden: In terms of value for money from the
CAA, I think I share views that have been frequently
expressed already. As far as our members are
concerned the relationship with the CAA is long
standing and it is highly professional. I do not
believe that our members would see an issue. Our
area of concern is primarily the certification of
products and services and so in that area I do not
think we have an issue. On the 6% return, again I
share some of the views that have been expressed
here. I believe the actual number this year in terms
of the rate of return on average capital employed is
running at something like 18%, which is something
of a catch-up exercise following the “holiday” that
followed on from9/11. I would observe that from the
point of view of companies in our community that is
a very nice arrangement if you can get it. I do not
think that they understand why that sort of facility
should be provided. I think they probably would
have some measure of diYculty with it. I think they
would look at the rates that you can achieve these
days on retail savings investments and ask why this
particular privilege is being oVered. It is not the
biggest issue out there for us as far as the CAA is
concerned but I think those would probably be the
views.
Mr Draper: My colleague has mentioned an 18%
return and that is in an environment where charges
from the CAA to the GA community are increasing
and I think questions need to be asked.

Q373 Clive EVord: Do you believe that general
aviation pays its fair share in terms of recouping the
costs of the services that the CAA provides?
Mr Wilson: I think it does. If the regulation
was proportionate then the user pays principle
can be carried forward. If the regulation is
disproportionate then you end up with a
disproportionate impact on particularly smaller-
and medium-sized companies, which I think goes
against the policy not only of this country but
within Europe.

Q374 Clive EVord: So you are not suggesting a
charge for the service rendered but on a pro rata
basis based on the size of the organisation?
Mr Wilson: No. I am noting that if you are a small
organisation the amount of burden not only that
you pay in terms of fees to the CAA but that it takes
in terms of your personnel is significantly larger as a

proportion of your turnover than if you were a
larger company, and that is our concern. Because
regulation is not proportionate at the present time
the fees cannot be done on a user pays basis. We
believe that general aviation does pay its way.

Q375 Clive EVord:What do you mean by regulation
is not proportionate? Is there not a minimum
standard that everyone is going to have to meet
however big they are?
Mr Wilson: That is precisely the problem. The
regulations tend to have been developed with larger
interests in mind, not with general aviation in mind.
Our colleagues across the Atlantic enjoy a
completely diVerent set of regulations for smaller air
transport operations to their larger cousins and we
do not have that here, it is one-size-fits-all.
Mr Robinson: In a recent consultation exercise with
the Civil Aviation Authority AOPA initiated, along
with the support of colleagues like the BBGA, an
independent report which was produced by Helios
Technology into the actual impact of the CAA’s
charges on our sector of the aviation community, a
copy of which we are quite happy to forward to you.
This report bears out a lot of what Mr Wilson has
been saying about the fact that the smaller
companies pay a disproportionate level of charges in
relation to their turnover.

Q376 Mrs Ellman: Sir Roy McNulty admitted he
had not paid suYcient attention to general aviation
and he said that was going to be put right, and he
referred to the joint review. Are you confident there
will be changes? Where would you like the major
changes to occur?
Mr Draper: I do not think we are confident that the
changes will be made to assist general aviation. One
of the prime changes we would suggest needs to be
made is that general aviation needs to be recognised
by having a representative on the board of the CAA.
There is no GA representative on the board and we
believe that, understandably though it is that they
have a remit to look after the airlines, GA is left out
of the picture. It has very little, if any, mention in the
CAA Chairman’s annual report and it does not
figure in their corporate plan. We are a large sector
and we are a diVerent sector and we need to be
looked after or regulated in a diVerent way.
Mr Wilson: As you will have seen in our written
evidence, we would propose the development of an
actual policy for business on general aviation,
something that we hope could be allied to the review
of the aviation White Paper that is expected to be
undertaken this year. We think that would
strengthen the position of the industry and ensure
that Sir Roy and his successors will pay suitable
attention to general aviation in the future. In his
defence, Sir Roy has instigated reviews on general
aviation which we are most welcome to be
participating in and we hope they will have a fruitful
outcome. Maybe that could lead towards policy.
Mr Robinson: I welcome Sir Roy’s comment, of
course. However, they are probably a little bit too
little, too late with the advent of EASA coming on-
stream. In the future most of our members will be
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under some form of European regulation. Perhaps I
could quote from an interview we conducted with
Mr Gooding(?). He says in the interview that it is
their intention to reduce the burdens on general
aviation which they are very aware of, and he also
goes on to say that we need general aviation in
Europe and we need to promote it because it is weak.
If we could get our own Civil Aviation Authority to
come out and say words like this it would be such a
boost to our community.

Q377 Mrs Ellman: Should the CAA be audited by
the National Audit OYce?
Mr Robinson: I believe the CAA does its best
through the finance advisory body on which I sit to
be as transparent as possible with its fees and
charges. However, as has been stated previously, I
think it would be a good measure if there was some
kind of independent external audit and the National
Audit OYce seems the right body to conduct that
independent review.

Q378 Mrs Ellman: The Hampton Report suggested
that regulators move towards risk-based
assessments. Have you seen any changes in relation
to general aviation in this area?
Mr Wilson: Not yet, but all of us are engaged in
discussions with the CAA that are based on some
of the premises of the Hampton Report and we
would hope that risk-based regulations, with
proportionality in the way it is brought forward,
would come out of some part of the aforementioned
strategic look at general aviation.
Dr Steeden: As we move towards EASA and away
from the CAA I think the recommendations of
Hampton and the work that has been done generally
by the Better Regulation Task Force need to be
taken up by EASA in formulating the way forward
as far as their processes are concerned. That is
something that perhaps has not happened yet,
although the Better Regulation Task Force has
already produced reports in the area of regulation by
the European Commission and its agencies. That is
where the emphasis of Hampton and where the
emphasis of better regulation needs to lie now.

Q379 Mrs Ellman: Is there any concern that light-
touch regulation might compromise safety?
Mr Robinson: Not if it is risk-based.
Mr Draper: I would like to endorse that comment,
Chairman.

Q380 Mr Goodwill: I am getting the impression that
General Aviation seems to be the poor relation and
everything seems to be focused on the airlines and
you are a bit of an add-on. Would that be a right
impression?
Mr Wilson: I think it is right that the small
proportion of aircraft flying without us, as the
airlines do, have the greatest attention. We would
actually say if you follow risk-based regulation
through that is correct. Where we have a problem is
where we are forced to pick up regulation which was
clearly designed for others.

Mr Draper: This brings us back to the comment
which was made by earlier parties represented here
in terms of the beneficiary pays or the user pays
being the principle. At themoment the user pays and
we believe very much that it should be the
beneficiary that pays. It is a fact that because of the
increasing amount of commercial airline traYc in
this country in particular, the General Aviation
community is being kept out of airspace, which one
would say is our common right to be in, in that we
are having to pay for the costs of the increased
airspace funnelling the aircraft that are wanting to
use it into narrower and narrower corridors and less
of it being available. As the airline industry increases
in size this will become ever more the situation. So
we are paying.

Q381 Mr Goodwill: Is this disadvantaging
companies whose main business is not aviation? For
example, I am thinking of Ford Motor Company
who fly engineers to their Cologne plant from the
UK and find diYculty getting slots and they are
being disadvantaged. Is that aVecting the wider
economy of the UK, the fact that commercial
operations that use General Aviation find they
cannot operate as freely as they would like?
Mr Wilson: Ford Motor Company are members of
ours. It is indeed a problem in terms of slot access.
General Aviation does not seek any great favours,
what we seek is fairness. For instance, we were
eVectively squeezed out of Heathrow because of slot
access. Around London a number of airports have
sprung up, as indeed recommended in the White
Paper, to look after the interests of business and
General Aviation: Farnborough, Biggin Hill, et
cetera. I think it is important that communities,
councils if they are involved in their particular
airport, understand the overall benefit of General
Aviation. Studies that we have show that access to
sensible business class, in terms of eYciency and
timescale of travel is about third or fourth on the list
of inward investment decisions. That is the type of
thing which frequently can be provided by General
Aviation aircraft whether it is a business or an
individual flying their own aircraft. To cut that down
is something that the country would do it at its risk.
MrRobinson: In relation to things like the Hampton
Report, andwewelcome theHamptonReport, there
is a need inside the Civil Aviation Authority for
them to understand the outflow of that report and to
look at things like Regulatory Impact Assessments,
small business impact tests, competitive analysis. A
good example of where that would have been useful
was the introduction of JAA FCL which has had a
huge impact on General Aviation. There are fewer
instrument rated pilots and there are fewer multi-
engine pilots. These statistics are from the CAA’s
own data. The reality is that General Aviation is in a
decline. Over 10 years ago we were issuing 40%more
licences than we are today. The activity at airports is
down between 25 and 37%. Access to regional
airports is extremely diYcult as the pricing policies
of these airports keep General Aviation operators
out. Taking a light twin to Bristol Airport, one of
our members recently faced a bill of £180. The
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problem for General Aviation is that it is being
sucked up into the commercial area when it really
needs a fresh look at how it can continue into the
future.

Q382 Chairman: To be devil’s advocate for a
moment, the pressures of economics are always
going to come into play, are they not? If there is a
limited amount of space, and that includes airports
as well as facilities generally, does it not mean that
there will be pressure on prices?
Mr Robinson: That may be true, however one of the
people speaking earlier on today was talking about
the slowness at which the CAA reacts to the
introduction of new technology. If we saw a GPS-
based approach being introduced to more General
Aviation airfieldswewould havemore opportunities
for General Aviation to fly safely into a greater
number of airfields and not need to come into the
regional airports. The French have done this. The
French have already set this up, but we seem to want
to gold plate it and take a long time before we
introduce it.

Q383 Chairman: To be fair, the French are fairly
brutal in their approach to using the Armee de l’Air
in air traYc control and the use of airspace. They are
rather more rigid in the general control of their
airspace, do you not think, or am I being unfair?
Mr Robinson: That has not been my experience of
flying in France. Most of the French airfields are
owned by the local authorities who seem to want to
promote those airfields.
Mr Draper: If I can just add to Mr Robinson’s
comments. There is a safety issue in relation to
access to regional airports for the General Aviation
sector in that if we cannot get into these airports
which have facilities to enable us to practise our
instrument landings, for example, then we cannot be
as safe as we ought to be and, therefore, that should
be encouragement to introduce this other new
technology.

Q384 Clive EVord: We have touched on what this
question relates to but GA Alliance argues that the
CAA over-regulates General Aviation massively,
sometimes to the detriment of general safety. Other
than aircraft and pilots registering abroad, can you
give examples of the CAA’s regulatory regime being
detrimental to safety?
Mr Draper: There is a sort of inbuilt safety for
safety’s sake when it is not actually required. It is in
the thinking, in the ethos of the CAA. Can I come
back to you with some examples of that
afterwards, please?

Q385 Clive EVord: Can I perhaps prompt a
response. What we have been given in evidence is
that, for instance, relating to the UK instrumental
rating, the number of pilots who hold that
qualification is 2% in comparison with America
where it is 50% and that is an area where the system
is failing.

Mr Draper: I can respond to that, Chairman. The
requirements of the JAA instrument rating
acquisition noware so diYcult and for a private pilot
to set aside three months or more to obtain a rating
they cannot aVord to do so if they are in business or
any other activity. It costs a great deal of money and
takes a great deal of time and eVort. Alternatively,
the American system, to which most of them have
migrated as a result, is where they can obtain an
instrument rating much more easily and yet it does
not make any diVerence to the standards of being
required to fly. They are operating in the UK,
admittedly with an American registered aeroplane,
equally as safely as a UK instrument rated pilot.
Furthermore, if there was any question that they
were not as safe the CAA would have to do
something about all the American pilots coming in
on commercial entry forms.

Q386 Clive EVord: You say that it is extremely
expensive, can you give us some idea of exactly what
costs are involved?
Mr Draper:Around £30,000 but I can come back to
you with some bigger figures.

Q387 Clive EVord: To get the same qualification
would be a fraction of that, would it?
Mr Draper: Absolutely.

Q388 Clive EVord: It would pay to go all that way?
Mr Draper: Pilots do do that. The issue is the
acquisition of more safety for pilots. The CAA and
other authorities should be promoting pilots
increasing their safety ratings and this is one way of
doing it, by making it easier for them to get ratings.
These private pilots are not wanting to fly a
commercial airliner, they would have to get
commercial ratings to enable them to do that, they
want to be able to fly their small General Aviation
aircraft more safely, more reliably during weather
conditions in the UK and Europe and thereby do
their business.

Q389 Clive EVord:Mr Wilson, can I return to you.
You said that you feel that the CAA is reluctant to
use its powers in some areas such as ramp checks on
non-UK registered aircraft because they cannot
recover the cost from the foreign registered owner.
What hard evidence do you have that the CAA acts
in this way?
Mr Wilson: Our concern is one where there are an
awful lot of aircraft, say business aircraft, that arrive
at Luton over a weekend and we would be surprised
if there were permits in place for all of those aircraft
if they are commercial carriers. Because there is not
such a threat of a ramp check we are concerned, and
of course we cannot prove this without the ramp
checks having taken place, that some of those
aircraft will arrive, declare themselves to be non-
commercial flights simply on the basis there is not a
ramp inspection that is likely to take place, and
therefore circumvent the regulations requiring
commercial carriers to register with the Department
for Transport before they fly in.
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Q390 Clive EVord:You can give no specific evidence
to demonstrate this is the case, it is just a suspicion
you have?
MrWilson: It is a strong suspicion but obviously we
cannot until such ramp inspections take place.

Q391 Chairman: What sort of percentages are you
talking about, MrWilson? I am sure that something
like this happens but what percentage of flights
would this be? It would be a way to circumvent all
sorts of laws presumably, not just the ramp checks.
Mr Wilson: I would not say it is a majority but it is
a minority that is not insignificant. Beyond that it
would be diYcult to say. There are an awful lot of
aircraft that will arrive and I think those people who
are based at Luton or other airports, I do not want
to just highlight Luton here, would question the fact
whether those aircraft truly were commercial or
non-commercial.

Q392 Chairman: Have you ever raised that with
the CAA?
Mr Wilson: It is more an issue with regard to the
Department for Transport. Our concern that we
were outlining in our submission was that there
should be more funding directed to the CAA from
the DfT to conduct these ramp checks.

Q393 Chairman:What response did you get?
Mr Wilson: People have looked at individual cases
where we have provided information where we
believe an operation has taken place illegally and in
my relatively brief tenure in this post we are not
aware of any action having been taken.

Q394 Clive EVord: Assuming this is taking place, to
what extent do you think safety is compromised?
Mr Wilson: It is unlikely to have a huge impact on
safety but what it is doing is distorting competition.

Q395 Clive EVord: I do not understand. It would
concern me if somebody operating from abroad
knew that they could regularly fly in and avoid the
checks. The objective of the checks fundamentally is
safety, is it not? They could actually be flying unsafe
aircraft in and out of the country.
MrWilson:No. I think what is more the case is there
are permit restrictions on commercial aircraft
coming into any country and an operator will wish
to avoid those permit restrictions as opposed to
undercutting safety.

Q396 Chairman: What you are saying is that these
are commercial flights that are re-jigged as being
personal flights and, therefore, they escape the sort
of controls that a commercial competitor would
have to comply with.
Mr Wilson: That is exactly it. Our point in the
submission was to say we believe there should be
greater funding from DfT to enable the CAA to
conduct more of these checks.
Clive EVord:Do any of you have examples of where
the CAA avoids using their powers similar to this
situation?

Q397 Mr Martlew: Just on the funding side, are you
saying the government should give the CAA money
to do these checks or should it come out of self-
financing?
Mr Wilson: My understanding is that is the case
today.

Q398 Mr Martlew: So the government do pay?
Mr Wilson: Yes. This is somewhere where the
government is seeking that airlines or aircraft
coming into the UK are safe. That has the added
advantage of ensuring they are abiding by permit
restrictions as well.

Q399 Clive EVord:Was the General Aviation sector
encouraged to be part of the CAA’s cost review?
Were the views of the GA—I am taking it from the
faces in front of me that I know the answer already.
How were the views of the GA community received
by the CAA?
Mr Wilson: I was a part of the joint review team
formed in this regard. It was something that we
regarded very much as a working group to look at
future charging mechanisms for the authority. We
were unable to reach an agreement on key parts of
that and, therefore, BBGA did file a minority report
when that process was concluded. It was very much
a working group which then deferred what action to
be taken by the CAA Board. Our concern was the
joint review team focused very much on how to
distribute charges within the current framework and
we would far sooner have seen a review with regard
to who is the ultimate beneficiary, is it correct that
aviation companies pay for policy development
work which is frequently not done in other sectors,
things of this nature which were not covered to the
same degree.
Dr Steeden: Being with but not of the GA
community can I answer that question on behalf of
the aerospace manufacturers and service providers.
We were represented on the joint review. As far as I
recollect, we were not party to the GA minority
report. I confess, I do not know the details of that
but I think it is important to register that fact.

Q400 Clive EVord: Just to put a specific point: why
should the airline industry subsidise General
Aviation in terms of safety standards? In particular,
why should the recreation sector of aviation be
subsidised in that way?
Mr Robinson: Could I answer that and say the
General Aviation community and those people who
seek flying careers actually take a huge subsidy into
the airline with them, somewhere between £50,000
and £100,000. The cost of becoming a professional
pilot today, if that is your desire, unless you come
from a very wealthy background or parents who are
prepared to finance your training through
remortgaging their house, is extremely diYcult for
individuals from relatively less well-oV means to
pursue a career as a professional pilot. Whether it is
right or not for there to be a cross-subsidy, the fact
of the matter is flight training organisations form the
nurseries for the airline world ultimately. Whether
British Airways recruits pilots directly or not is not
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the issue. The Regional Airline Association has said
on numerous occasions, “Please do not pull General
Aviation, they supply our pilots”. There is a kind of
pecking order here. People go to a regional airline
and they gain experience with a regional airline and
then move up into the main air carriers. I would
illustrate General Aviation as being like a house of
cards with GA at the bottom and if you start to pull
around at the bottom ultimately the whole lot will
tumble down.Ourmembers do pay charges and they
pay for everything that the CAA has a charge for. If
there is an element of cross-subsidy it is not totally
clear to us where that cross-subsidy actually lies.
Mr Draper: There is another point here relative to
charges in particular in that we do not have a level
playing field. Commercial airline traYc saves itself
£800 million a year in fuel duty, £2 billion a year in
VAT, whereas General Aviation, private individuals
using it for recreational, social and some business as
well, pays fuel duty and VAT and has no means of
recouping it. Therefore, the field cannot be regarded
as level and, furthermore, as I said earlier, we are
being kept out of more and more controlled airspace
to the benefit of the airlines. The great majority of the
passengers, your constituents, are going on holiday
and the like, great, that is absolutely what we want
them to do, is it not, but part of the cost of going on
holiday has to be to pay proper airfares and the like.
Maybe that needs to be looked at in relation to the
actual total charging scene across CAA charges.

Supplementary memorandum submitted by G A Alliance

Comparison of Costs and Time to Obtain a Private Pilot License Instrument Rating (PPLIR) for

Single Engine Aircraft in UK and USA

Response to a question from Clive EVord MP.

Assumptions:

(a) The applicant has a basic PPL licence and a reasonable amount of flying experience.

(b) The applicant has to travel to each training location and stay in a local B&B or hotel
accommodation, (B&B assumed in costings).

(c) That food costs are equivalent in each Country.

(d) The applicant would take three to four weeks holiday time to obtain a licence in USA but would
have to agree additional time in UK with consequent loss of earnings.

(e) UK applicant initially has to obtain a USA basic PPL (but as the applicant will have a UK PPL
this should be a relatively short procedure).

(f) The UK licence to be acquired will be a JAA IR licence. Note that the control/issuance of these
licences will be taken over by EASA in due course.

(g) The licence is obtained on, and limited to, single engine aircraft operation.

(h) A first time pass is achieved in both ground and flying exams.

(i) Dollar exchange rate $1.70 to £1.

1. UK Costs

£

Course price—including aircraft hire 9,850.00
Aircraft hire for test (approx two hours) 390.00
Approaches practice other than at base 250.00
CAA flight test fee 691.00
Ground school course costs 1,300.00

Mr Robinson: Can I come back to your point about
the review. The Cabinet OYce Better Regulation
Unit recently informed us that the Civil Aviation
Authority should have conductedRegulatory Impact
Assessment, a small business test, competitive
analysis in relation to the recent increase in their
charges because the increases that they have put
forward have gone outside the known formula.

Q401 Chairman:Would you be kind enough to give
us a copy of that correspondence?
Mr Robinson: I am currently awaiting a letter from
the Cabinet OYce at the moment.

Q402 Clive EVord:Has the CAA’s new cost structure
had any impact on safety regulation in the way that
General Aviation practices it? Is there a knock-on
eVect?
Mr Robinson: Ultimately, private individuals fund
their flying from their taxed income and theywill have
a proportion of the income available for flying. The
higher charges, the fewer the hours they can fund.The
best safety device on anyaircraft is awell-trained pilot
and safety is enhanced by having pilots flying, not just
by pure regulation.
Chairman: Gentlemen, you have been very helpful
and really very interesting indeed. Thank you very
much for your evidence.
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£

Ground school compulsory two # five day week revision attendance 250.00
accommodation costs
CAA Ground school exams fee (seven exams over two days) 420.00
Time for course—seven# five day weeks—accommodation costs 875.00
Exams at Gatwick two days—accommodation costs approx 140.00
Total 14,166.00

NB. Allowance for loss of earnings for c4 weeks not included.
Total time commitment% 9° weeks.

2. USA Costs

$

Allowance for converting UK basic PPL to USA basic PPL three days 300.00
aircraft hire! instruction. Ground test is computerised.
Course price including aircraft hire 5,100.00
Ground instruction costs 625.00
FAA written exam fee 80.00
FAA flight test fee 350.00
Time for course—three weeks—accommodation costs approx 735.00
Total 7,190.00
Cost in £ 4,229.00
Plus cost of flights to/from USA (BA in Feb/March) approx 350.00
Total say £ 4,580.00

Total time commitment% four weeks.

Comment

Whilst the direct comparison of costs shows that the JAA IR licence costs are three times the cost of that
in the USA, it is by far from the only consideration.

Applicants who are self employed or hold senior positions in business find it diYcult to devote the
concentrated time required to do the JAA course.

Furthermore the content of the JAA ground school with, seven exams, is more demanding that that of
the USA and is recognised as including subject material more related to commercial air transport flying. As
the private pilot wishing to improve his skill base does not intend to continue to take up a commercial career
(if they did they would be taking a diVerent and specific commercial course), we argue the ground based
examinations should be more geared to the private pilots’ needs. Discussions have been held with the
authorities concerned and they are finding it diYcult to agree to incorporate revisions that would make the
rating more suitable for the private pilot. This is most unfortunate and as a result only some 2% of UK
private pilots have an instrument rating compared to some 50% of USA pilots.

19 January 2006

Supplementary memorandum submitted by the Society of British Aerospace Companies

We spoke briefly immediately following the Transport Committee 18 January 2005 oral evidence session.
I said that SBAC was delighted to have been invited to give evidence on the work of the Civil Aviation
Authority (CAA). I was, however, concerned that the tight schedule faced you faced and the emphasis in
questioning on the GA sector, may have left the Committee less than satisfied that the opportunity to follow
up on SBAC written evidence had been fully exploited. You very kindly invited me to write to you with
further advice on the evidence already submitted and I am therefore doing so.

I made the point during the session that in representing 2,500 companies supplying the civil air transport,
aerospace defence, homeland security and space markets the SBAC has an interest in, but by no means
limited to, the GA sector. The primary interaction between SBAC members and the CAA is in the safety
and certification of both civil and military aircraft and equipment of all types inclusive of large civil air
transports during design, manufacture and subsequent in-service maintenance. These processes are
fundamental to the safety of all aircraft flying, whether in the GA sector, or in the military or in use by the
major airlines to carry fare-paying passengers. Our membership includes Rolls-Royce, BAESYSTEMS,
Airbus UK as well most of the UK systems and component suppliers and SMEs operating in the major
aircraft manufacturing supply chains. SBAC is the only UK national trade association representing
companies in this area. The certification of components and equipment designed, built and maintained by
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the sector is the only area of operation that EASA has thus far taken over from the CAA, with work already
underway onmajor type certification projects inclusive of theAirbusA380 andA400Mand theRolls-Royce
Trent 1000 engine. The sector is therefore exceptionally well placed to assist the Committee on the basis of
practical experience of the impact of transferring regulatory activity from the CAA to EASA, a process that
we intended our evidence to highlight as perhaps the major challenge currently facing the aviation
community, the CAA and concerned decision-makers in the area of safety regulation.

Budget Deficit at EASA, Impacts on Safety Certification

Our written evidence of 14 November 2005 commented on the lack of clarity evident with respect to CAA
and EASA financing arrangements during the current period of transition. The situation has since moved
on. The Committee has heard evidence from the CAA concerning a significant problem with the EASA
budget. It was suggested that the Agency could slow down or stop certification activities and that funding
might “run out in six months”. If true, this is wholly unacceptable to industry both in financial and
contractual terms andmore importantly in terms of the possible implications for the certification and safety
of aircraft and their components in the European Union. SBAC representatives were present at an EASA
briefing to industry in Cologne on 17November 2005 at which the ExecutiveDirector of theAgency, Patrick
Goudou, acknowledged that EASA was “in trouble on the budget”. Attendees were told of a forecast
ƒ13 loss on an expected income of ƒ45 million in 2005, with only ƒ10 million thus far invoiced to industry
at that point in time.

It is not clear how the funding shortfall has occurred. Poor planning and forecasting, administrative and
process ineYciencies, inadequate support from the Commission and possibly the costs of outsourcing audits
and inspections to National Authorities may all have contributed.

The experience of our member companies would tend to suggest that process ineYciencies consequent on
the way in which the Commission has required EASA to implement the EASA regulations are a particular
problem. The way in which the financial management of fees and charges has apparently had to be
integrated into the process of applying for and obtaining equipment certification has impacted seriously on
costs, timescales and cash management for both the Agency and its customers. SBAC takes the view that
this is a matter requiring urgent attention. If necessary and appropriate, changes to the relevant regulations
to assist EASA and the Commission in establishing a realistic budget for 2006 and a fees and charges regime
should be implemented now.

On 16 November 2005 the European Commission adopted a proposal to extend EASA’s remit during
2006 to include operation rules, flight-crew licensing and training and third-country operator aircraft. It is
also expected that EASAwill soon take over safety-related aspects of air traYc management. It is estimated
that an increase in staYng levels from 200 to 800 in 2010 will be required to accommodate these changes.
In budgetary terms this could correspond to an increase from ƒ71 million in 2005 to ƒ137 million in 2010.
Nothwithstanding a recent assertion by the Secretary of State to the eVect that EASA “has enoughmoney”,
it is not clear to industry how this will be financed. SBAC therefore supports the position that the current
situation must be seen to be capable of early resolution before additional responsibilities are taken on.

Hampton Review—Light Touch Regulation

EASA relies more on the internal “policing” of regulatory frameworks by industry itself than in the past.
This requires that TC holders regulate their supply chains, more rigorously, than in the past and incurs
additional costs. It is only in the former context that SBAC recognises the term “light touch” as in any way
relevant to the regulation and certification of aviation products and components. The overall impact is no
less rigorous in assuring aviation safety and clearly both right and important that this should be so.

The demand for high safety standards is not solely driven by regulation, but by the demand of airlines for
reliable equipment that transport passengers in a safe environment and by the recognition that companies
are fully accountable in this respect. Safety of aircraft is an absolute priority in the manufacture of
components and equipment which contribute to the construction of whole aircraft. ThatUKaircraft and air
systems suppliers continue to deliver on safety is therefore critical to their survival in a fiercely competitive
international market. The industry’s record of safe operation alongside commercial success speaks for itself.

Given the international character of the industry and its regulatory framework and the particular
technical challenges of aviation safety, SBAC is by no means convinced of the relevance of the concept of
a single UK transport regulator arising out of Hampton’s recommendation in favour of “thematic
consolidation”.

Of more relevance to a “better regulation” agenda would be a review of the way in which the
recommendations of the Better Regulation Task Force in relation to improving EU regulationmight impact
on EASA. SBAC would be pleased to support work in this area.
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SBAC Meeting with EASA Certification Director, Dr Norbert Lohl

SBAC is in direct dialogue with EASA in relation to concerns within the industry. A first formal meeting
took place in Cologne with Dr Norbert Lohl and his colleagues in the Certification Directorate on
19 January 2006. Representations have previously been channelled through the Aerospace and Defence
Industries Association of Europe (ASD), based in Brussels, and through the EASA Advisory Board. We
would be very happy to provide additional information to the committee on the issues to be taken forward
as a result of this direct interaction. Should you feel that a private briefing to Members would be helpful
and appropriate in this respect, or in relation to any of the othermatters highlighted above and in ourwritten
evidence, we would be more than happy to oblige.

19 January 2006

Memorandum submitted by the British Business and General Aviation Association and the Aircraft Owners
and Pilots Association

Recognising the time pressures on the oral evidence session, we felt the committee may not have been able
to address questions regarding the European Aviation Safety Agency (EASA) to our panel that had been
put to previous panellists. We believe the inter-relationship between EASA and the CAA to be key, so we
therefore submit our responses to those questions in note form.

We heard from the CAA that EASA is not yet fit for the purpose. Would you agree with that view? (Q267)

EASA is a new body; it certainly has had problems in its development most notably with regards to the
Fees and Charges Regulation that came into force last June to fund the work of the Agency’s Certification
Directorate. The Certification directorate is the only area in which EASA truly interacts with the industry.
It issues certificates for new aircraft types, modifications to designs, repairs and issues approvals to
organisations to allow them to work on aviation design issues. Whilst the Agency does issues some other
approvals for non EU organisations, within the EU everything else is implemented at national level. The
CAA, like other former National Aviation Authorities (NAA’s), being designated as a Competent
Authority, continues to issue all other licenses and approvals nationally, in accordance with the common
EASA regulations and specifications. What has changed is that the CAA no longer makes policy and that
EASA regulations are legally applicable. In the areas where EASA is simply making policy we believe it is
doing at least as good a job as the JAA, and indications are it will pay far greater attention to developing
proportional and appropriate regulations for General Aviation than JAA ever did.

Returning to the Certification Department, we are in a transition period. Experts are being recruited by
EASA as they leave the NAA’s. Until EASA is fully staVed they are contracting Certification work back to
the NAA’s . This was a little unwieldy but acceptable until the point the Fees and Charges Regulation came
into force. Not only are there bureaucratic problems with this regulation from an industry perspective but the
commercial contracting arrangement between the NAA’s and EASA is a nightmare. The commercial
relationship between EASA and the CAA is actually not such an issue because the CAA are used to issuing
invoices. Other NAA’s have no idea how to invoice for their time. This means EASA is unsure of its
expenditure until far too late. Add to this the fact that each NAA has diVering commercial terms and the
complexity of the system becomes apparent. What is clear is that trying to delay the development of EASA
will actually prolong the diYculties. The sooner EASA has enough certification staV to do the work the better.

So in summary EASA as a construct is fit for purpose, the current Fees and Charges regulation is most
definitely not.

Do you believe the creation of EASA was a good idea in principle? (Q269)

Yes, we believe that aviation is an international business and the harmonization and standardisation of
safety regulation is good for business andGeneralAviation.We both representmemberswho use non airline
aviation as an integral part of their transport requirements. Common standards across Europe will help this
industry grow. And we feel will help bring all European states to a high and equivalent level of safety.

Could I follow that by saying that last week Sir Roy said to me in this Committee that my constituents, right
next door to Heathrow, would be less safe in the future if something was not done about EASA. Can I ask all
of you what would you do to make my constituents safer rather than at risk? (Q271/2)

Firstly we do not believe EASA is putting people at risk today. To ensure EASA’s success in the future
we must endeavour to provide a stable and correct funding regime for the Agency. For all rulemaking and
policy, this is dependant on central funding. Unfortunately the money member states were paying to JAA
(in both funds and personnel) is not easily transferable to EASA. This is an area each member state needs
to address within the EASAManagement board. On the certification side, a revision to the Fees andCharges
Regulation later year should help, provided EASA and the European Commission listen to the advice of
those who will be paying the bills.

6 February 2006
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Wednesday 25 January 2006

Members present:

Mrs Gwyneth Dunwoody, in the Chair

Mr JeVrey Donaldson Mr John Leech
Clive EVord Mr Eric Martlew
Mrs Louise Ellman Graham Stringer
Mr Robert Goodwill

Memorandum submitted by the Royal Aeronautical Society

The Royal Aeronautical Society

1. The Royal Aeronautical Society (RAeS) is the Learned Society for the Aerospace and Aviation
community. Based in London, it has a world-wide membership of over 19,000, with over 13,000 in the UK.
Its Fellows and Members represent all levels of the aeronautical community both active and retired.
Through its various Boards and Committees, it can draw upon considerable experience and expertise in
aviation matters. In addition, the Society has over 120 organisations who have joined its Corporate
Partners scheme.

The RAeS and the CAA

2. The RAeS welcomes the Committee’s inquiry into the remit of the CAA. The Society has a number of
concerns about the CAA’s role, especially in respect to Light and General Aviation. Nevertheless it should
be emphasised that the Society recognises the important of the CAA to UK aviation and the fundamental
role it plays in ensuring the safety of the general public and confidence in the construction and operation of
aircraft in the UK.

General

3.1 The Strategic and Regulatory Reviews initiated by the CAA earlier this year implies a desire on its
part to create a best practice regulatory framework with the minimum amount of unnecessary bureaucracy;
a position consistent with the Cabinet OYce Guidelines “Making a DiVerence study on Reducing
Bureaucracy in Central Civil Government”.

3.2 The CAA responsibility for economic regulation of the industry should be re-defined to ensure a cost-
eVective, value for money safety regulation in order to encourage enterprise and innovation in both
commercial and general aviation sectors of the UK aerospace industry.

Issues for Review

4. With respect to the issues youwish to review, we have the following observations, with some illustrative
examples.

The Remit, Structure, and Powers of the CAA

4.1.1 Compared tomany other countries,GeneralAviation in theUK is over-regulated in toomany areas
resulting in a high cost environment leading to the loss of aerospace innovation, companies and jobs in the
UK. A good example is the constraints imposed by the CAA on the experimental use of aircraft. Other
countries such as France, USA, and New Zealand have more appropriate regulations that encourage
innovation.

4.1.2 In order to encourage enterprise and innovation in Commercial and General Aviation, the CAA
should have awider range of responsibilities similar to those of comparable agencies in some other countries.
These should:

— encourage innovation to create jobs and exports (eg US, France, NZ);

— encourage development of skills by pilots and aircraft engineers (eg US, Australia);

— encourage sport and recreational flying to create jobs in airfield operations and maintenance
(eg US, France);

— encourage businesses to use General Aviation aircraft to enhance business performance
(eg US); and
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— In order eVectively to fulfill these responsibilities, the CAA should report to the DOT on safety,
the DTI on innovation, and the DFE on skills.

4.1.3 The CAA requirement to make a financial return is unreasonably high. The CAA should only be
required to make a 3.5% return on capital, the norm for the public sector, rather than 6% currently
demanded of the CAA.

4.1.4 CAA should be answerable for its decisions to an independent review body. Currently appeals are
heard by the CAA’s own staV.

4.1.5 The CAA’s legislative constraints and Terms of Reference have created an organisation focussed
on regulating Commercial Air Transport, with adverse impact on General Aviation regulation. This has
contributed to the decline of the UK GA industry.

4.1.6 We are also concerned that there is a perception that few CAA staV have the appropriate expertise
to understand the specific requirements of General Aviation. CAA staV should be primarily commercial
and/or general aviation professionals.

The Performance of the CAA in Relation to its Statutory Objectives and Functions

4.2.1 More regulation does not necessarily meanmore safety. TheUK’s safety record for GA is no better
than that of the United States—andmay be marginally worse—despite the far greater burden that the CAA
imposes on general aviation when compared to the US Federal Aviation Authority (FAA). The aVordable
cost of compliance has reached a level that may be detrimental to safety in General Aviation.

The Effectiveness and Efficiency of the CAA’s Regulatory Framework

4.3.1 Pilot training, currency and practice is the key to safety in general aviation. The ever-increasing
burden of CAA charges on general aviation mean that UK general aviation pilots are not as current as they
could be.

4.3.2 Future flight crew from the UK train for their qualifications, often at their own expense, within
General Aviation, and frequently do this overseas where the regulatory costs are less. This means fewer UK
jobs in flight training, maintenance and airfield operation.

4.3.3 On the other hand, the recent introduction of the National Private Pilots Licence, with reduced
limitations on pilot medicals, training and operations, is an excellent example of an initiative that balances
risk and regulation for the benefit of all stakeholders.

The Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

4.4.1 All work of the CAA should be subject to a Risk based Value for Money Assessment. The CEO of
the Australian Regulatory Authority has stated that “We will not turn our backs on any sections of the
industry, but we cannot—and will not—continue devoting equal time and energy to areas of industry that
pose little risk to public safety.”

4.4.2 The CAA should adopt more widely their power to delegate work to suitably qualified and
experienced organisations or people. For example, delegation of work on aircraft of less than 5,700kg
operated for private, sporting and recreational purposes to appropriate industry bodies such as the Popular
Flying Association (PFA), British Gliding Association (BGA), and the British Microlight Aircraft
Association (BMAA), or to qualified individuals to make reports to them on aspects that are perceived to
be safety critical. Such delegation would not have the high level of overheads that apply to CAA staV, and
therefore result in more cost-eVective regulation.

4.4.3 Quality Assurance principles should be applied (eg repetitive inspections of airfields, flying schools
and simulators where nothing has changed should be replaced by an audit system).

4.4.4 It may be that some work could be done more eYciently and eVectively by external agencies (eg the
issue of pilots’ licences by the DVLA).

4.4.5 There should be a review of the value of retaining in house capability to be a knowledgeable
authority (eg Medical, Legal), compared with delegating to external agencies.

4.4.6 Service level agreements should be agreed between CAA and industry to enable future performance
monitoring and control for what is being paid for by industry.

The Effect ofGrowing International and EuropeanUnion Cooperation on theWork of the CAA

4.5.1 With the establishment of the EuropeanAviation Safety Agency (EASA) the UKCAA is no longer
the UKRegulator with regard to aircraft design, construction and maintenance. Within a short time Flight
Operations and Flight Crew Licensing and Training will also come within EASA’s area of responsibility.
This will require the UK Government to review and where necessary revise the Civil Aviation Act.
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4.5.2 The Royal Aeronautical Society is concerned that EASA resources at the present time are
reportedly not suYcient to deal with the tasks and responsibilities required of it, in a timescale that is
appropriate to the needs of the industry.While direct regulatory responsibility is being transferred to EASA.
the UK Government maintains a responsibility to the Aerospace industry in the UK to ensure that their
activities are not adversely aVected by resourcing issues within EASA.

4.5.3 EASA should publish service delivery standards so that their clients, who require timely responses
and decisions, understand what is expected and the industry and member governments have standards
against which performance can be measured.

4.5.4 With increasing number of responsibilities being taken over by EASA, the organisation and
facilities of CAA should be reviewed to avoid current overheads being spread over fewer tasks. However,
the employment uncertainties amongst staV due to EASA expansion could entail a significantly increased
risk of experienced staV leaving. Equally, there is the risk that EASA recruitment may not be of suYcient
immediate quantity or quality to facilitate urgent or correct judgements in respect of UK aviation safety and
aviation development; certainly on a cost eVectiveness basis. For example, we do not believe that EASA
rules on Operations and Licensing or Glider Certification entirely meet the UK’s needs.

4.5.5 Significant increases in charging fees will have a major impact on GA costs, and hence the viability
of the GA sector. Whilst we welcome the Charging Scheme reductions for GA relating to “permits to fly”
andAerial ApplicationCertificates, the increases inmany other areas is likely to reduce safety by influencing
pilots to fly less, and reduce jobs if flying schools and clubs close as a result.

Concluding Remarks

5. In general, the Society would endorse the views of Bruce Byron, Chief Executive OYcer of the
Australian equivalent to CAA, theCivil Aviation SafetyAuthority (CASA).He has outlined eight principles
for the development of an improved aviation safety culture in Australia. These stress that aviation safety is
a shared responsibility between the regulator and industry with the most eVective way of achieving safety
through co-operation, not imposition.

These are:

— A focus by the regulatory authority on issues that genuinely address safety, not things that simply
create paperwork with little real safety benefit.

— Safety rules that are clear, concise and outcome based.

— Rules that are developed in genuine consultation with industry.

— A regulatory authority that limits any adverse impact on industry, with safety delivered at a
reasonable cost in a professional and timely manner.

— Decisions and requirements the regulatory authority that follow fair, consistent and systemic
processes, with no bias or favouritism.

— Genuine consultation by the regulatory authority on change—and listening to industry
suggestions.

— A willingness by the regulatory authority to delegate the administration of lower priority sectors
of the industry such as aerial agriculture and recreational aviation—while maintaining safety
oversight and conducting audits.

— Regulatory authority staV acting with professional respect and courtesy.

Attachment

Earlier this year, the Society’s concerns were expressed directly in a letter from its President to Sir Roy
McNulty Chairman of the CAA.

“The CAACharging Schemes are likely to have a very serious and possibly devastating eVect on General
Aviation in the UK, which in turn, may well undermine many aspects of air transport. Such eVects on
GA include:

— High cost and diYculty involved for small start up companies to achieve the necessary approvals
to proceed with a prototype.

— The impact on smaller AOC operators and their dependent industries which is likely to drive even
more aircraft oV shore or cause businesses to close.

— Massive percentage increase in fees for licensed aerodromes that is likely to result in aerodrome
closures.

— Massive percentage increase in fees for aircraft displays that is likely to result in grounding of
display aircraft.

The level of these increases appears to be based on an attempt to remove perceived cross-subsidy, without
an appropriate cost-eVectiveness review of alternatives or risk impact assessment on the whole GA
community.
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The concern of the Royal Aeronautical Society is that the ongoing development of the aerospace
profession in the UK may be adversely eVected unless a more considered view of the impact on GA of the
proposed charging is undertaken before commitment by the CAA.”

12 November 2005

Memorandum submitted by Dr Graham Braithwaite, Director, Cranfield University Safety and Accident
Investigation Centre, Department of Air Transport, Cranfield University

1. Overview

1.1 The record for aviation safety within the United Kingdom remains good, particularly at the high-
capacity, passenger end of the market. This is in no small part a consequence of the strict regulatory regime
that has been fostered by the Civil Aviation Authority (CAA). However, such a safety record is not a matter
of chance, but rather the result of considerable hard work which can be easily undone if complacency or
ignorance is allowed to develop. Regardless of the historical safety record, safety is not a given and requires
constant vigilance. Safety is negatively reported—if it is good, thenwe tend to hear little of it, butwhen safety
is compromised, the matter is of considerable public and political interest.

1.2 As the UK’s role in the aviation community evolves and new technologies combine with changing
commercial imperatives, so the UK’s role in safety oversight must change. With the decline of elements of
the aircraft manufacturing industry, but ongoing growth in the operation side, so the focus on safety
oversight has had to shift more to operational matters.

1.3 Accident statistics support the view that operational issues within the airlines and maintenance
organisations continue to provide the greatest threat to safety. Human factors issues remain of considerable
importance although it is the interaction of failures in several areas of the system that ultimately causes
incidents and accidents.

2. European Aviation Safety Agency

2.1 The launch of the European Aviation Safety Agency (EASA) in 2003 has provided some new
opportunities for establishing and maintaining high, harmonised civil safety standards across the European
Union. Regulatory responsibility for airworthiness (with some exclusions) has been transferred to EASA
from national regulatory authorities such as the CAA.

2.2 The transition period provides a significant challenge to the integrity of aviation safetywithin theUK.
Any new agency will take time to establish itself and develop a sound operating culture and EASA is no
exception. Recruitment, training and the development of working relationships all have the potential to
distract the agency from its key tasks. The UK needs to maintain vigilance during the transition to ensure
that the hard-won mantle of safety is not lost.

2.3 CAA is an organisation with an uncertain future as its role becomes ever more absorbed into EASA.
Such uncertainty is having an inevitably demotivating eVect on its workforce and is leading to a loss of
talent, as more secure jobs become available elsewhere. The human capital of the organisation is arguably,
its single greatest asset. The experience and expertise of CAA staV, along with the relationships they have
fostered with the industry is a precious resource, which cannot simply be spliced into EASA.

2.4 Although the CAA continues to conduct many functions on behalf of EASA, its ability to drive the
safety agenda is diminishing. Areas such as research and airworthiness regulation find themselves with
reduced staV and reducing budgets as well as diVerences of philosophy compared to EASA. This
notwithstanding, the considerable achievements of the CAA deserve note. It is only by understanding how
we achieve success, that we can hope to preserve and improve safety levels.

3. Civil Aviation Authority Successes

3.1 A selection of examples of successful CAA initiatives are discussed below for their contribution to
improving aviation safety.

3.2 The ongoing development of Flight Data Monitoring (FDM) has been a particular success. FDM
utilises information collected from routine flights via the digital flight data recorders to allow airlines to
monitor exceedences in pre-assigned criteria. For example, an aircraft on approach to an airport may exceed
the predetermined approach speed—something which will then be flagged for further analysis. In this case,
the act of exceeding an approach speed may seem of little significance if it is resolved and no consequences
occur. However, if such an event is demonstrated to be part of a trend, then it could provide an important
early-warning sign. With data collected from numerous flights and aircraft, FDM allows an operator to
determine whether an event is specific to an individual, a particular aircraft or aircraft type or airport. The
non-punitive system would then allow interventions—which could be engineering, procedural or training,
to be put in place to rectify a problem.
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3.3 FDM is recommended by the International Civil Aviation Organisation (ICAO) and adopted into
UK legislation such that operators of aircraft over 27 tonnes have been required to operate an FDM
programme since 1 January 2005. The benefits for the industry are well documented in terms of both
operational safety and in economic eYciency. By eVectively “auditing” the vastmajority of flights, operators
are able to ensure aircraft are operated more closely to their standard operating procedures (SOPs). This
can reduce engineering and fuel expenditure as well as having a direct positive eVect on safety.

3.4 Another area in which the CAA has made a significant contribution to aviation safety has been in its
work on Safety Management Systems (SMS) including the publication of guidance material (CAP 712) in
2001 and 2002. Whilst parallel work has been conducted by, in particular, the Australian and Canadian
regulatory authorities, the CAA have been proactive in encouraging the aviation industry to adopt the
concept of Safety Management Systems. An SMS provides a means of compliance with elements of JAR-
OPS and is also advocated by ICAO through its Accident Prevention Manual. The guidance provided by
CAA, which was developed in consultation with the industry, has assisted operators in developing and
implementing the specifics of such a system.

3.5 Safety Management Systems include elements such as management commitment, policies and
procedures, training, audit, risk assessment, investigation, emergency planning and documentation. The key
to an eVective SMS is the development of a positive “safety culture”, a concept which developed from the
reaction to key accidents such as the reactor fire at Chernobyl, the capsize of the MV Herald of Free
Enterprise and the explosion on the Piper Alpha exploration platform. A positive safety culture begins with
senior management commitment to safety, and defines clear policies on safety that are supported by
appropriate training and equipment. The distinction between what is considered to be acceptable and what
is not needs to be clear. The organisation’s response to failure should be concerned with learning from the
experience. Punishment should only considered where wilful violations have occurred—a so-called “just”
culture.

3.6 The CAA’s role in developing SafetyManagement Systems should not be underestimated. The safety
culture of any UK aviation organisation is strongly influenced by its relationship with the regulatory
authority. While there is no evidence of “capture” of the CAA by the industry, there are strong working
relationships which have allowed lessons learned to be shared in an atmosphere of trust. However, as the
transition towards EASA continues, new relationships will need to be established. The mode of operation
of EASA compared to CAA is diVerent and the ability of the industry to innovate in safety should not
become the sole domain of the regulatory agency. The CAA has worked collaboratively with the aviation
industry in a number of areas where changes to standards have been proposed, and demonstrated to be
appropriate by the industry itself, and subsequently endorsed by the CAA.

3.7 Since 1999, the CAA has required helicopter health monitoring systems (HMS) to be fitted to UK
registered helicopters issued with a Certificate of Airworthiness in the Transport Category (Passenger) with
seats for greater than nine passengers. Also known as Helicopter Usage Monitoring Systems (HUMS), this
form of FDM has made a major contribution to fault detection and hence accident prevention. The work
that the CAA has done in this area, again in collaboration with the industry, has far reaching eVects in an
area of the aviation industry which experiences higher operational threats.

4. Safety Research

4.1 The UKCivil Aviation Authority’s Safety Regulation Group has a very proud history of conducting
and supporting research. Its positive eVect has not just been on the UK industry, but on the worldwide
aviation industry and is a major factor in establishing the level of esteem that the CAAhas been held in until
now. Recent research successes have included:

— The establishment of a Flight Operations Research Centre of Excellence (FORCE), based at
Cranfield University. This is a world-first collaboration of industry and academia to focus on the
flight operations side of aviation with projects in areas such as checklists, type-rating syllabi, risk
assessment, and required navigation performance (RNP).

— Work on safety of helicopter operations in the high-risk North Sea environment including flight
data monitoring, lighting, ditching and crashworthiness, turbulence, and GPS reception projects.

— Research into aircraft icing including ground de-icing and techniques to reduce incidence of
carburettor icing in piston engine aircraft.

— The development of a tool for measuring safety culture within maintenance organisations.

— Mid-air collision risk modelling.

— The development of a model to properly assess GPS approaches proposed by the aviation
industry.

4.2 With the development of EASA and commensurate reduction of direct income to the CAA, the
funding for research has diminished accordingly. Currently in the region of £1 million per annum and due
to drop by two-thirds, the budget pales compared to other safety-critical industries. For example, in 2001,
the Rail Safety and Standards Board (RSSB) launched a £70 million research budget over five years.
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However, DfT figures published in 2004 indicate an equal UK relative fatality risk (per billion passenger
km) for both air and rail transport. Without funding for continued research, the aviation industry cannot
expect to maintain its current level of safety performance as new challenges present themselves.

4.3 Although EASA is forming a “wish list” for research, it is, as yet, unpublished and unfunded.
Meanwhile the present state within the UK CAA is one of declining capacity. The uncertainty within the
CAA makes it diYcult for other funding bodies such as the Engineering and Physical Sciences Research
Council (EPSRC) to commit to longer-term collaborative funding. However, the UK aviation industry has
in some cases been proactive enough to support what it considers to be useful work by the CAA. Examples
include easyJet, MyTravel and the helicopter industry. Whilst an encouraging sign, this depends on the
ability of a particular industry sector to fund research—something which may not necessarily equate with
risk. In other words, although the general aviation sector may have a higher accident rate, its ability to fund
research is very limited.

5. Air Accidents Investigation Branch

5.1 The Air Accidents Investigation Branch (AAIB) exists as an independent agency within the
Department for Transport (DfT), reporting directly to the Secretary of State for Transport. Its reputation
within the aviation industry for conducting no-blame safety investigations, in accordance with the standards
and recommended practices laid out in ICAO Annex 13, is a strong one. AAIB does not have legislative
powers, but instead makes formal recommendations to the industry and its regulators through its reports
and bulletins. Many of these recommendations are made directly to the CAA and although not all are acted
upon by them, this has been a generally eVective relationship. Indeed, the UK has released a significant
number (approximately 3,000) of Additional Airworthiness Directives (AADs), which are not necessarily
required by other states.With the assumption of airworthiness responsibility by EASA, it was proposed that
these AADs were scrapped. Whilst some have become obsolete (such as where aircraft types have ceased to
be operated) others are very important (such as HUMS) and should be adopted by EASA. This is an
ongoing issue and should be carefully monitored to ensure that hard-won safety initiatives are not lost to
“harmonisation”.

5.2 The relationship between AAIB, CAA and EASA needs to be carefully monitored to ensure that
recommendations are made and acted upon in a timely fashion. Whilst the AAIB is encouraged by EASA’s
intention to work more closely with the national investigation agencies to develop a unified approach to the
making of, and response to recommendations, this is not something that has yet developed into a
tangible process.

6. Future Challenges

6.1 In addition to the transition to EASA, the regulation of safety within UK aviation will need to cope
with a variety of new challenges. Although aviation has matured as an industry, new developments continue
and active regulation is important in order to maintain standards. Developments such as ultra-long range
aircraft, ultra large aircraft, increased use of composite and other new materials, very light jets (VLJs),
fractional ownership and so on, demand a regulator which is able to keep pace.

6.2 If CAA is allowed to “wind down” before EASA has reached maturity, there is a significant risk that
it will not be able to adequately execute its regulatory function. Already, there are examples of where
operators of advanced equipment are unable to gain regulatory approval for new safety-critical equipment
because of the CAA’s inability to keep up. Arguably, the economies of scale that EASAmay oVer will allow
a greater capacity to deal with the certification of new technology. However, in the meantime the risk that
operators decide to move from the UK register or operate equipment without approval needs to be
managed.

7. Summary

7.1 The Civil Aviation Authority has developed an excellent reputation amongst the World’s aviation
community for its commitment to regulating and enhancing safety. However, as the European Aviation
Safety Agency continues to develop and the CAA reduces its own role, there is a risk that the high levels of
safety achieved thus far may be compromised. Whilst the system may not necessarily be described as
“unsafe”, the operating and political environments are notoriously unforgiving of lapses of attention. Past
successes and an apparently good accident record should not allow complacency to develop.

7.2 Particular attention should be paid to monitoring the transition, including areas such as staYng,
research capacity and funding, Additional Airworthiness Requirements, the relationship with the Air
Accidents Investigation Branch, and the certification of new technologies.

13 January 2006
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Memorandum submitted by Mr David Starkie

Economic Regulation

Introduction

1. The CAA is responsible for the economic regulation of the airports and of air traYc services provided
by NATS. Economic regulation of both sectors involves a large number of technical issues, some of which
might be considered arcane. It is an extensive subject and therefore in this Memorandum I shall be highly
selective in two respects. First, I shall focus on airports because I consider that the economic regulation of
NATS is less controversial and the processes involved are more in accordance with those adopted in other
regulated utilities. Second, I shall focus not on the “nuts and bolts” of economic regulation but on the basic
framework applied to airports; on the broad thrust of the CAA’s current approach in relation to the
“designated” airports, and what I believe to be important issues arising therein.

Permission to levy charges

2. Economic regulation operates at two levels under the 1986 Airports Act. First, it applies to all airports
with a turnover in excess of £1 million per annum (in two of the last three financial years). All airports
exceeding this threshold have to apply for permission to levy airport charges; there are currently 55 airports
with a Permission (see Annex). Although seeking this Permission is generally a formality, it does mean that
some very small airport businesses are involved, including a few that are concerned only with general
aviation and private flying. The £1million thresholdwas fixed in 1986 and probably requires revision. (There
cannot be many UK businesses that have to obtain formal approval to continue to charge customers once
their annual turnover exceeds £1 million). It is the responsibility of the Government to alter the threshold
but the CAA can advise.

Designation

3. A more important issue is the subject of “designation” under the Act. Designated airports are subject
to more stringent regulation whereby their maximum charges are controlled through the setting of a “price-
cap”. Four airports (London Heathrow, Gatwick, Stansted and Manchester) were designated in 1986 and
the number has remained unaltered since, although the competitive environment has changed considerably
in the mean time, particularly as a consequence of the low-cost airline concept with many more airports
oVering extensive scheduled services. The Government set out criteria for designation in the mid-1990s but
these lack clarity. As matters stand, there appear to be anomalies in the selection of designated airports. It
is not clear, for example, why BAA’s Scottish airports were not designated in 1986 because this group
dominates the Scottish market to an extent similar to BAA’s dominance of London and the south east (and
where the more recent acquisition of Southampton airport by BAA has added to this dominance). Another
anomaly was the designation of Stansted at a time when its annual passenger throughput was only half a
million. Stansted has never had any pricing power and currently heavily discounts (through extensive
marketing support) the charges that it is able to charge under its price-cap.

4. It is arguable whether designation is now required at all and whether airports could not be subject to
normal competition law with its focus on the abuse of a dominant position. Alternatively, Manchester and
Stansted, could be de-designated, with the threat of future designation providing the incentive to control
behaviour. In this context, it is to be noted that BAA caps its charges at its Scottish airports on a voluntary
basis. When judging this issue, it has to be borne in mind that formal price regulation brings with it
significant costs, not just the direct cost involved but the indirect cost of diverting management time; there
is also the increased cost of capital associated with the uncertainty of regulatory outcomes. Influenced by
such considerations Australia removed price-caps from its airports in 2002 in spite of having few, if any,
directly competing airports.

5. Because of its relatively weak market position, Stansted is probably the leading candidate for de-
designation although this option has been complicated by the commencement of the next price review
process for BAA’s London airports. But there is time to consider whether it is necessary to subject
Manchester to another price-cap review. The CAA is currently undertaking an analysis of passenger market
areas, which will show the areas of overlap for diVerent airports and thus indicate the extent of competition
between them. However, in making a final judgement on this issue, to mymind, the question to be answered
is not whether airports have market power, per se, but whether they have disproportionate market power
when set against other forms of economic activity that we choose not to price regulate. In the case of
Manchester Airport, there are other considerations such as whether incentive regulation, the chosenmethod
of price control, works well in the context of an airport whose objective is less focused on shareholder
returns. Put simply, is it appropriate to subject the trading activity of local government to direct price control
when we would normally assume that such a body would act in the public interest?
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Interface with the Competition Commission

6. The CAA shares its role as airport regulator with the Competition Commission, in so far as it is
required to consult with the Competition Commission before setting maximum charges at the designated
airports. This is done by means of a reference to the Commission, which subsequently reports back to the
CAA with its recommendations concerning the price-cap and with conclusions as to whether the airport
company has acted against the public interest. With respect to the setting of charges, the CAA has ultimate
responsibility. This process is diVerent from that mandated for the other regulated industries including
NATS; in the case of the latter group, the Competition Commission is involved only following an appeal
by the regulatee regarding a decision by the regulator. This diVerence in procedure in the case of airports is
unfortunate. It inevitably extends the period of regulatory uncertainty and this uncertainty was emphasised
during the last price-cap review when the CAA and the Competition Commission formed diVerent views on
a large number of, sometimes important, matters. This, in itself, was instructive in underlining the fact that
the process and methodology of price regulation does not lead to precise, unequivocal outcomes and
suggests that the unintended costs of regulation are perhaps quite high. Prior to the Utilities Act 2000, the
Government proposed to align the regulatory process for airports with that of the other regulated utilities.
However, the relevant Clauses relating to airports were subsequently omitted. The CAA has to work within
this less than satisfactory framework and this is to be borne in mind when judging its performance.

Constructive engagement

7. Following the diYculties experienced with the 2003–08 price-cap review, the CAA has decided to try
a diVerent approach whereby it acts more as a facilitator to encourage constructive engagement between
the airports and their airline customers. The intention is that the parties themselves reach agreement on key
determinants of the price-cap, such as the potential for eYciencies in airport operation, the appropriate
amount of capital to be invested and the quality of service to be expected. The CAA will continue to lead
on some technical issues, such as the cost of capital, where it considers it has a comparative advantage. In
the absence of agreement, the CAA will reach a decision on an appropriate price-cap through a traditional
regulatory-led process, but this is seen as a fall-back position. This new approach is now underway and the
CAA was able to report at the end of last year that good progress had been made at both Heathrow and
Gatwick. Unfortunately, at Stansted this was not the case and, therefore, for this airport the CAA is
adopting the traditional regulator-led process.

8. Notwithstanding the diYculties at Stansted, which might be expected given the controversial decision
to develop a second runway, the otherwise encouraging progress with the “engagement” process holds out
the prospect for a lighter regulatory touch in general, for less regulatory risk and a lower cost of capital.
Importantly, it also moves the airports industry in the direction often taken in other competitive industries
(not subject to economic regulation), where large strategic investments are secured by agreement between
a business and its major customers in the context of long-term contracts. In this regard, there is a paradox
in the airports case. The regulatory process has tended to focus on air passengers and not on air cargo and,
yet, the latter is more concentrated with nearly all the UK’s export/import cargo concentrated through five
airports. Heathrow is the largest cargo centre, but with most cargo carried in the hold of passenger aircraft.
The second largest air cargo centre is Nottingham East Midlands Airport, which is a hub for dedicated
freighter aircraft. It is not “designated” under the 1986 Act but there has been little or no controversy about
airport charges because the freight integrators (DHL, Fedex) have secured their significant investment at
the airport in logistics infrastructure through long-term contracts. It is an instructive example to be borne
in mind when considering arguments for setting aside formal price-caps at Stansted and Manchester.

Transparency

9. The CAA undertakes research into a number of issues that bear upon the economic regulation of
airports and produces reports of a high quality, an example of which would be the recent report on regional
air services. With respect to the airport price-cap reviews, the Competition Commission’s reports have also
contained a wealth of data and information, which generally has allowed for careful examination of
proposals. It is to be hoped that the provision of high quality information will continue in the future.
However, there is one area of concern in this context. It was noticeable that, during the last review of the
price-caps of Manchester and BAA, Manchester was more forthcoming in providing certain types of
information. An example would be information on projected operating expenditure for which Manchester
provided a complete picture but the BAA did not, treating, for example, projected expenditure on
maintenance and equipment as commercially confidential. This made it impossible for those outside the
regulatory bodies to build up a complete picture for this important component in the setting of price-caps
for the three BAA designated airports. The Airports Act gives power to the Secretary of State to direct the
CAA to exclude from published reports matters that appear to the Secretary of State to be against the public
interest or the commercial interest of a person. These powers were invoked in the above example but it is not
apparentwhy there should have been amarked diVerence between the two airport operators in this regard. It
is to be hoped that the CAA will press for greater transparency in the current review.

20 January 2006
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Annex

As at 1 January 2006, the following airports held a permission to levy airport charges under the
Airports Act:

Aberdeen Humberside
Biggin Hill Leeds Bradford
Birmingham Liverpool
Blackbushe London City
Blackpool Luton
Bournemouth Manchester*
Bristol Manston
Cambridge Newcastle
CardiV Norwich
Coventry Nottingham East Midlands
Denham Oxford
Durham Tees Valley Plymouth
Edinburgh Prestwick
Elstree Retford (Gamston)
Exeter Shoreham
Fairoaks Southampton
Farnborough Southend
Filton Stansted*
Gatwick* Sywell
Glasgow Thruxton
Gloucestershire White Waltham
Heathrow* Wolverhampton
Highlands and Islands Airports (1) Wycombe Air Park

Source: CAA

* Airports designated by the Secretary of State

(1) The Highlands and Islands Airports are Barra, Benbecula, Campbeltown, Inverness,
Islay, Kirkwall, Stornoway, Sumburgh, Tiree and Wick.

Belfast City and Belfast International airports are also regulated under the Airports
(Northern Ireland) Order 1994.

Memorandum submitted by The Centre for Air Transport and the Environment, Faculty of Science and
Engineering, Manchester Metropolitan University

1. Introduction

1.1 The Centre for Air Transport and the Environment was established within the Manchester
Metropolitan University to contribute to the attainment of sustainable aviation growth through research
and knowledge transfer between the academic, industry, regulatory and NGO sectors. The Centre’s work
focuses on the principal environmental impacts associated with aviation and their ability to constrain
airport and airline growth.

1.2 In this paper we consider the environmental issues of concern, the nature of the CAA’s current
engagement with them and provide comments on the relevant issues the Committee wishes to consider as
outlined in its Press Notice updated on 24 October 2005.

2. Aviation, Environment and Development

2.1 Aviation is playing an increasingly important role in the social and economic development of theUK.
Demand is strong and growing. The social and economic benefits of meeting that demand are significant,
but so too are the environmental costs. The rate of growth in demand is outstripping the environmental
benefits oVered by new technologies and operating practices with the result that the key environmental
impacts of the industry could increase in the future, a trend that is unsustainable in the longer term.

2.2 This is significant because:

— at a local level noise, air quality and biodiversity issues are starting to constrain the operational
capacity and growth of airports; and

— at a Global level, the implications of aviation for climate change is becoming an increasing
concern, leading to calls for constraints on growth. Meanwhile the forecast supply and cost of
aviation fuel will demand ongoing and significant improvements in fuel eYciency if these factors
are not to restrict growth.
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2.3 There is, therefore a direct link between the way in which aviation addresses its environmental
impacts, its potential for future growth and its ability to contribute to social and economic development. A
recent study has shown that about µ ofmedium and larger European airports already face actual or potential
environmental capacity constraints, with almost 80% anticipating such restrictions within the decade. This
is potentially a significant loss of capacity within the European Air Transport System.

2.4 Growing demand will generate requirements for more capacity both at airports and within en route
sectors. However it is becoming increasingly diYcult to achieve planning approval for additional airport
infrastructure either as a result of the environmental implications of the construction itself or the additional
traYc that would arise from it. Further, community opposition is making it more diYcult to release en-route
capacity through airspace changes.

3. Existing CAA Activities in the Environment Field

3.1 The UK CAA is the independent regulator for civil aviation in the UK. Its objectives, as detailed in
Section 4 of the Civil Aviation Act are to:

secure that British airlines provide air transport services which satisfy all potential categories of
public demand (so far as British airlines may reasonably be expected to provide such services) at
the lowest charges consistent with a high standard of safety in operating the services and an
economic return to eYcient operators on the sums invested in providing the services and with
securing the sound development of the civil air transport industry of the United Kingdom and to
further the reasonable interests of users of air transport services.

3.2 It also has a duty (under Section 5 of the Civil Aviation Act 1982) to consider environmental factors
when licensing certain aerodromes and, under Section 70(2)(d) of the Transport Act 2000, to take account
of guidance on environmental objectives given by the Secretary of State, when carrying out its air navigation
functions. As yet, no airport has ever been specified under Section 5 of the 1982 Act and therefore the CAA
has never had to exercise this duty.

3.3 The Department for Transport acts as the regulator in respect of the aviation environment regulation
with the CAA providing a technical and policy advisory role. In January 2002 the DfT issued Guidance to
the CAA on Environmental Objectives Relating to the Exercise of its Air Navigation Functions. This
reinforced the need to take account of the environmental consequences of aviation whilst ensuring safety
and expedition of air traYc.

3.4 The CAA therefore has an implicit, as well as explicit role in supporting the sustainable growth of
UK aviation. This means supporting the Government’s eVorts to enable achievement of the correct balance
between air transport growth and environmental protection.

3.5 In the very recent past, the role of the UK-CAA in relation to ICAO certification procedures relating
to safety, noise and aircraft emissions has been passed to the EuropeanAviation Safety Association (EASA)
reflecting the organisations growing international and EU engagement.

3.6 Meanwhile the Environmental Research and Consultancy Department (ERCD), part of the
Directorate of Airspace Policy (DAP) within the CAA continues to carry out research and provide technical
support regarding the environmental impacts of aviation, airspace policy and airspace changes.

Aircraft Noise

3.7 The ERCD’s primary focus is the management, monitoring and modelling of the aircraft noise
exposure. ERCD provides technical support on such matters to the DfT, airport operators and local
planning authorities and is working at an international level to secure harmonisation of noise modelling
systems.

3.8 Despite improvements in aircraft technology, the disturbance caused by noise remains aviations
single most significant local environmental impact.Modelling indicates that across the UK, several hundred
thousand people are adversely aVected by aircraft noise on a daily basis and forecasts indicate these figures
could increase. The response of people to aircraft noise and their tolerance of the resulting disturbance is,
however, a matter of lifestyle and perception and is aVected by a wide variety of socio-economic factors
associated with expectation of quality of life and an understanding or enjoyment of the benefits of air
transport.

3.9 Community attitudes and the numbers of people aVected varies significantly at airports across the
UKwith the result that with the exception of Heathrow,Gatwick and Stansted, where the Secretary of State
for Transport has taken responsibility for aircraft noise, Government policy is that noise issues need to be
addressed at a local level with the proviso that under Section 78 and 79 of the Civil Aviation Act 1982 the
Secretary of State has the “reserve power” to intervene and impose direct control where issues cannot be
resolved locally.
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3.10 Noise related operational charges and penalties can be employed to promote use of the quietest
aircraft and encourage pilots to fly them in such a manner as to minimise disturbance on the ground. The
economic aspects of such environmental management tools, particularly for airports whose charges are
regulated, can fall within the sphere of interest of the CAA-Economic Regulation Group (ERG).

3.11 The ERCD enjoys international recognition for its work in the field of aircraft noise, it is highly
respected by all airport stakeholders (including environmentalNGO’s and academic groups) for its expertise
and independence. In this context it plays a very valuable role supporting both Government and industry
alike to achieve the appropriate balance between development and environmental protection at a local level.

Local Air Quality

3.12 ERCD has also developed more limited expertise and knowledge on local air quality, suYcient to
provide internal advise to the CAA and comment to the DfT. The DfT however secures most of its resource
in this field from external organisations. In part, the lack of a more active role in this field reflects the fact
that local air quality is a function of not only the air transport industry but also road traYc emissions and
emissions from other industries.

3.13 The emergence in the recent past of emissions related charges at UK airports has implications in the
context of the work of the CAA-ERG.

Climate Change

3.14 The ERG is engaged with the emerging aviation emissions trading scheme in Europe and is
providing advice on this matter to both the DfT and Treasury.

Landscape and Habitat Issues

3.15 The need to protect, conserve or even enhance habitat and biodiversity can act as a constraint upon
airport growth. Sensitive sites on airport or in surrounding areas can be of considerable ecological value,
particularly where the airport is located in a green belt. The ability of an airport to extend its boundaries or
even build upon parts of its own land can be restricted by the value of the habitats threatened. Mitigation
is possible but such action has the potential to attract birds that can pose a risk to aircraft safety.

3.16 The apparent conflict between aviation safety and the need to protect or enhance biodiversity has
featured at Manchester, Stansted andHeathrow airports. While this lies within the remit of the CAA Safety
Regulation Group, each airport has responsibility for managing its risk of birdstrike (subsequent to Joint
Circular 1/2003 on Aerodrome Safeguarding). The requirement to ensure safe operations can bring the
airport and SRG into direct conflict with the statutory body responsible for nature conservation in the UK
(English Nature) which has acknowledged this issue in a recent publication (“Aerodrome Safeguarding and
Nature Conservation” Birds Network, Information Note).

3.17 This is another area where the UK (the UK-CAA and other organisations such as the Central
Science Laboratories in York) are internationally recognised for their expertise in the field.

Land Use Planning

3.18 The CAA is providing technical support to the DfT assisting revision of planning guidance PPG24.
Land use planning to prevent inappropriate developments in the vicinity of airports and their approach and
departure routes can be used with air space planning to minimise the number of people exposed to aircraft
noise and third party risk, thereby protecting future airport capacity.

4. Conclusion

4.1 Environmental issues have, over the past 10–20 years, come to have an increasing impact upon the
growth and development of aviation and it is acknowledged in the “Future of Air Transport” that this will
continue, not the least because of the rapid growth of the industry.

4.2 Although the regulation of aviation environmental impacts falls within the remit of the Department
for Transport, the Department places considerable reliance upon the well established work of the CAA’s
ERCD in respect of the technical issues associated with the management, measurement and modelling of
aircraft noise.

4.3 As the costs of the environmental impacts of aviation are internalised (eg through noise and emissions
charges, emissions trading regimes) this will have implications for the CAA’s Economic Regulation Group.
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4.4 This paper has highlighted a potential conflict between the need to protect biodiversity and aviation
safety. While safety can never be compromised, a balance still has to be found between environmental
protection and aviation growth within the context of sustainable development. The CAASafety Regulation
Group has a role in ensuring the correct balance is achieved.

4.5 Following the emergence of environmental capacity constraints within the air transport system and
the increasing costs of managing such issues, it is evident that environment is likely to become the biggest
business risk to the future growth of UK aviation, impacting both locally and globally. The UK-CAA can
continue to play an independent advisory role, taking account of the eVects of growth and highlighting and
supporting the adoption of policies that promote sustainable development. It will therefore be important
that it continues to develop it’s own environmental expertise across a variety of disciplines.

11 January 2006

Witnesses:Mr Keith Mans,Chief Executive, Royal Aeronautical Society, Professor Callum Thomas,Centre
for Air Transport and the Environment, Manchester Metropolitan University, Mr David Starkie, Senior
Associate, Case Associates, and Dr Graham Braithwaite,Director of the Safety and Accident Investigation
Centre, Cranfield University, Department of Air Transport, gave evidence.

Chairman: Good afternoon to you, gentlemen. You
are most warmly welcome. I am afraid we have one
little bit of housekeeping. Would members of the
Committee having interests please declare them?
Mr Martlew: I am a member of the Transport and
General Workers Union and the General Municipal
Workers Union.
Clive EVord: I am a member of the Transport and
General Workers Union.
Graham Stringer: I am a member of Amicus.
Chairman: I am a member of ASLEF.
Mrs Ellman: I am a member of the Transport and
General Workers Union.
Mr Leech: None.

Q403 Chairman: Thank you very much for that.
Gentlemen, could we begin by identifying you for
the record, starting on my left?
Dr Braithwaite: I am Graham Braithwaite. I am the
Director of the Cranfield Safety and Accident
Investigation Centre at Cranfield University.
Professor Thomas: I am Callum Thomas. I am the
Head of the Centre for Air Transport and the
Environment at the Manchester Metropolitan
University.
Mr Mans: I am Keith Mans, Chief Executive of the
Royal Aeronautical Society.
Mr Starkie: I am David Starkie, Consultant and
Visiting Professor at the Sauder Business School,
University of British Columbia.

Q404 Chairman: Thank you very much, gentlemen.
Does anybody have anything they want to say
briefly before we go to questions? If not, we have
been told that it is impossible for the CAA as a single
organisation to reconcile all the conflicting pressures
upon it because of the diVerent areas of regulation.
Is that fair? Who wants to have a go?
Dr Braithwaite: There is not a simple answer to that
question. It is something that the CAA appears to
have accomplished very well. That is not to suppose
that that could always be the case. There are
certainly examples overseas, and I can think of one
from Australia, where the Civil Aviation Authority
found it very diYcult to execute both its safety

regulation and its other duties and that led to it being
split but I do not necessarily see the same problems
within the CAA as it stands.

Q405 Chairman: Does anybody have any other
comments on that? Do you have any other view of
this, Mr Mans?
Mr Mans: No, I do not. I think if it is properly
organised it is a perfectly sensible way to go forward.
I do think some external auditing is probably
necessary though.
Chairman:Wewill come to that in aminute if you do
not mind.

Q406 Mr Leech: You said that they separated it in
Australia. Were there some benefits in doing that?
Did it improve the situation?
Dr Braithwaite: I do not think the answer is clear-
cut. There were some disbenefits from it as well. It
was not a simple issue. There were problems within
the CAA which later led to accidents within1—

Q407 Mr Leech: Could you possibly elaborate on
that? What were the benefits and what were the
disbenefits?
Dr Braithwaite: One of the benefits was that the
Authority was very clear what its remit was,
particularly in terms of safety regulation. I think we
achieve that in this country by the Safety Regulation
Group being a clear and distinct part of the CAA
here. I would say that was the clearest distinction,
that people knew exactly what their organisation
was about.

Q408 Chairman: Can I ask all of you what will the
Civil Aviation Authority look like in 20 years’ time?
Mr Mans: Very diVerent.

Q409 Chairman:MrMans, yes, I think we can guess
that. In what way?
Mr Mans: The whole aerospace and aviation
communities are expanding in a number of diVerent
directions and I think the Authority has to keep up
with what is going on. On the one hand, clearly more

1 The answer to this question was interrupted and therefore is
incomplete and possibly misleading. I have attached an
explanatory memorandum (See Ev 166)
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regulation is going to start oV from the other side of
the Channel with EASA and I think the tasks that
the CAAwill be doing in 20 years’ time will be rather
diVerent. As an example, I suspect that, compared
with what has happened in the past, the CAA will
have to pay more attention to general aviation in
the future.

Q410 Chairman: Apart from general aviation,
Professor Thomas, if we were starting from
somewhere new would it look the same as it does
now?
Professor Thomas: I think the extent to which
environmental issues are going to drive the industry
in 20 years’ time means that this is an area which is
going to have far greater influence than it has had in
the past. We are going to need to look at trade-oVs
between diVerent impacts. We are going to have to
optimise diVerent environmental impacts and trade-
oVs between economic benefit and environmental
cost, so there are a number of diVerent issues that
will contribute to deciding what is required for the
sustainable development of the industry.

Q411 Chairman: Mr Mans, you said that the CAA
should delegate and subcontract more of its
functions to competent third parties on a
competitive basis. Which bits?
Mr Mans: I would probably say that some of the
pieces associated with general aviation were a good
example, but I think some of the activities that are at
present carried out by, for instance, licensing of
lighter aircraft could be delegated to the governing
bodies of those particular types of operation.

Q412 Chairman: Do you think that would be
cheaper for those involved in general aviation?
Mr Mans: I think they would probably get better
value.

Q413 Chairman: So you are not suggesting
necessarily that they will pay lower costs? What you
are saying is that they will get a much better deal?
Mr Mans: I think that is probably true, Mrs
Dunwoody. I would say it is better value. Better
value is not always cheaper but I suspect we could
get rid of ineYciencies.May I also agree withCallum
Thomas about the environment. I think the CAA
will have to take an increasing lead in promoting
sustainability within the aviation sector.

Q414 Chairman: Dr Braithwaite, what are the
implications of delegating some of the CAA’s safety
roles and its inspection work?
Dr Braithwaite: The first thing is to avoid any sort of
capture by the industry. If things are delegated there
still needs to be a responsible adult, if you will, and
the CAA has played that role very well. The word
“Authority” in “CAA” carries with it great weight
and there needs to be some sort of responsible
agency in authority. I would say that is one issue.

Q415 Graham Stringer: Can I follow up on Mr
Mans’ answer? I think it would be helpful if we got
one definition sorted out because it is a word

bandied about regularly in aviation which I do not
understand. I would be interested in your definition
of “sustainability” so that we are all clear what we
are talking about. Secondly, you say that the CAA
will have to be more involved on environmental
issues.Why?Are there not an almost infinite number
of regulatory bodies, from English Nature and
English Heritage to the European Union and local
authorities, all of which monitor the standards
of air quality, biodiversity, a whole range of
environmental issues? Why should the CAA get
involved?
Mr Mans: Let me try to answer the first of your
questions, Mr Stringer. I might ask for a bit of
assistance from Professor Thomas on my right. As I
understand it, you are trying to run a sector in a way
that is socially, economically and environmentally
successful. In other words, you cannot just run it
from an economic point of view or indeed a social
point of view. You have to take into account the
environmental aspects of what you are doing in
order to have a sustainable industry in the long term.
Why should the CAA be involved in that? I think it
is because it is becoming increasingly central to how
the aviation community progresses. I think
regulation plays an important role in promoting
sustainability and, if you like, at least beginning to
change the business model so that when economic
decisions are taken they take into account the issue
of the environment.
Professor Thomas: There are a number of diVerent
environmental issues that are associated with the air
transport industry, some of which are specific to the
industry, such as aircraft noise, and others, such as
local air quality, where the air quality around an
airport can be determined by the aviation industry
itself and other industries, such as a motorway
passing by or other industries in local proximity. In
that situation, where you are dealing with an issue
such as aircraft noise which is specific to the air
transport industry, one can envisage how the CAA
has a specific role. Where you are dealing with other
modes of transport, and indeed other industries,
there are other regulatory bodies that have an
interest and one assumes that the CAA will need to
operate with those in order to secure the optimum—
Chairman: I am not sure that that answers your
question.

Q416 Graham Stringer: It is a very interesting
answer because it really means, I think, that you are
saying that the CAA should deal just with aviation
matters and that all the other issues that are common
to other regulatory bodies should be left to those
other regulatory bodies, which seems to contradict
Mr Mans.
Professor Thomas: I would have to say immediately
that although it may appear that I am saying that I
am not an expert. I am an expert on the
environmental impact and perhaps not on the
regulatory role of the CAA, so I would defer in some
elements toKeithMans in terms of the response that
he has given. However, there is obviously an
interface between the air transport industry and
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other industries on the other issues and in respect
also to climate change, which is the third major
environmental impact of the air transport industry.
Mr Starkie: I think we need to bear in mind that in
terms of environmental standards, noise and
emissions from aircraft, those are set at an
international level through ICAO and they often
lead to very tortuous arguments and negotiations
between the Member States and particularly
between the United States and the European Union
on this. I have a diVerence from the other panel
members. I do not see the CAA getting heavily
involved in environmental matters in future
basically because of that international perspective
and also because I think most environmental issues
arise at a local level and are probably better tackled
at local level and not by a national body.

Q417 Mrs Ellman: Is the CAA suYciently
accountable?
Mr Mans: I think it can be improved. In certain
aspects of what they do I think an external audit
function by an organisation like the NAO is a good
way forward.
Dr Braithwaite: I tend to agree on that. Some sort of
external scrutiny would be good but the
accountability should not be spread somuch that the
industry it is supposed to be regulating is pulling the
strings of the CAA. I know there would be big
concerns if the industry itself was pushing the CAA
to be overly accountable to them as opposed to an
independent agency.

Q418 Mrs Ellman: Do you think that is what is
happening at the moment? Would you say that it is
overly accountably to the industry?
Dr Braithwaite: I think there are elements of the
industry which can shout rather more loudly than
other elements of the industry.

Q419 Mrs Ellman: What about the Government’s
requirement for a 6% return on capital? Do you
think that is reasonable?
MrMans: Personally I think that is too high. I think
it should be self-funding and, as you know, the
accounting rules are fairly complicated. One of the
reasons for the 6% return is the building of Gatwick,
as I understand it, being capitalised. I think a six or
6°%return is probably too high and I would say that
whilst the Authority needs to be self-funding a
return of that sort is probably putting unnecessary
burdens on the industry itself.

Q420 Mrs Ellman:Dr Braithwaite, you seemed to be
implying that you thought the CAA was more
accountable to some partners than to others. Do you
have any examples of that?
Dr Braithwaite: Certainly in terms of the funding
that is going to the CAA there are parts of the
industry paying a lot more in and therefore
expecting a lot more out. That is not necessarily the
same as the levels of risk. For example, the general
aviation industry, whilst it may be paying what it
perceives to be high fees individually, is paying
rather less overall than perhaps some of the major

carriers might be paying and therefore there are
clearly diVerent views as to where the money should
be spent by the CAA on development.

Q421 Mrs Ellman: Do you think that general
aviation gets a rough deal from the CAA? Does
anybody have any views on that?
Mr Mans: I would probably say, yes, on balance,
and our evidence is along those lines. I think it is true
to say that general aviation in the past has been very
much the “Cinderella” of the aerospace and aviation
community. I think in the future it is going to play a
rather more central role, particularly in the training
of both engineer technicians and aircrew, and
therefore it has a bigger role to play and I think it
needs to be treated a little more fairly by the CAA in
the future. I am not saying that what they have done
in the past is necessarily wrong; I am just saying the
nature of the beast is changing, and I think the deal
that general aviation gets is not a brilliant one. Dr
Braithwaite pointed out some of the fairly loud
voices in the aviation community and I do not think
many of those are in general aviation. I think there
is a case to be made because a lot of the people who
end up in the airlines and who end up generally in
commercial aviation will increasingly start life in
general aviation, so from that point of view I think
it needs to be nurtured in this country more than it
has been in the past by the CAA. We want to move
towards an America or possibly an Australian
model where General Aviation is encouraged rather
than stepped on too heavily in terms of regulation.

Q422 Mrs Ellman: What are the main challenges
being faced by the CAA Safety Regulation Group?
Dr Braithwaite, do you have any thoughts on that?
Dr Braithwaite: I would say the overwhelming
challenge at the moment is the uncertainty with the
rise of EASA and knowing what its function will be
as the European Aviation Safety Agency takes over
more of a role, so I would say during that time of
uncertainty it is not only in terms of their human
resources and whether people will want to stay
working for an organisation that is starting to
evaporate, but also making sure that EASA is up
and running and capable to take over the role that
the Safety Regulation Group appears to have done
very well.

Q423 Mrs Ellman:How do you perceive the state of
the European Aviation Safety Agency at the
moment? Do you think it is eVective?
Dr Braithwaite: I think it is enthusiastic and
optimistic but not necessarily fully capable and able
to do all of the roles that are expected of it. They
have got a big task to take over and whether they are
spinning up as fast as some of the regulatory
agencies are spinning down is something that needs
to be watched.

Q424 Mrs Ellman:You have said that there is a need
for “active regulation”. Could you tell us what you
mean by that?
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Dr Braithwaite: By active regulation I mean that a
regulator needs to be able to be responsive to
respond to events and concerns that arise, that it also
needs to have the capacity to be proactive to look at
what the future challenges are going to be and try
and understand those before they start to cause
incidents and accidents. That is really what I mean
by active regulation.

Q425 Mrs Ellman: Is that the same as “light touch”
regulation?
Dr Braithwaite: In my opinion, no, it is not. The
inference of light touch regulation suggests that self-
regulation rises to the fore and I would have some
concerns about that in safety regulation.

Q426 Mrs Ellman: Are there any general concerns
that the move to light touch regulation will have an
impact on safety standards?
Mr Mans: It should not is the answer to that, in my
view. Indeed, you could argue that light touch could
actually promote safety because it encourages more
innovative designs, particularly of light aircraft, and
as a result hopefully safer designs as well. I think the
key about light touch regulation is that it is
proportionate to the risk and it is quality assurance,
not quality control. Those are the two phrases that I
would use to describe good light touch regulation.

Q427 Mr Leech: Are you aware that BALPA take a
very diVerent view to that? We had Mervyn
Grimshaw here in front of us and he took totally the
opposite view. Have you got any comments on
BALPA’s comments to our Committee?
Mr Mans: Yes, I think it is horses for courses. If we
are talking about the regulation—

Q428 Chairman: Pilots for planes I think in this
sense, Mr Mans!
Mr Mans: Yes, you are absolutely right! If we are
talking about the regulation of commercial
operations/airline operations, I think I probably
have more agreement with Mervyn over that, but
when we are talking about the regulation of general
aviation I think there is a role to play in delegation
and a lighter touch. As I say, I stick to the phrases I
used about proportionate to the risk and it is quality
assurance rather than quality control. This is not
an alien concept to many other aspects. The
engineering industry in Britain operates on that
principle.

Q429 Chairman: Can we just ask Dr Braithwaite
about this because you did say that the CAA were
not going to be able to keep up with the regulatory
approval of safety-critical equipment because it is
running down its operations as it runs into EASA.
How many examples of that have you got?
Dr Braithwaite: I can think of several where
operators have wanted to import aircraft into this
country and it has arrived with equipment fitted
which the CAA is not yet able to certify as being safe
to fly, an example being an enhanced ground
proximity warning system on a particular aircraft
which was not yet approved and was eVectively

taken out of action because of that. That is not an
implied criticism of the CAA but people are wanting
to improve their own safety for all sorts of reasons
and we need a regulator that can keep up.

Q430 Chairman: So would that be helped by what
Mr Mans is suggesting?
Dr Braithwaite: It may in part. I get the impression
that Mr Mans’ interpretation of light touch
regulation is more around the risk-based approach
to regulation, which does make sense, but I think we
also need to recognise that if we ease oV on our style
of regulation the eVect it is likely to have on any
future incident or accident may take a number of
years to actually eventuate.

Q431 Mr Leech: I was going to follow on from
asking Mr Mans to ask whether you accept that
there may be an argument for more active
regulation, in the words of Dr Braithwaite, in the
commercial sector as opposed to the general
aviation sector?
Mr Mans: Absolutely right. I think the key to good
regulation is that the people doing it have got the
experience and the knowledge to carry it out, and if
a lot of that experience and knowledge resides in,
say, the individual governing bodies of a particular
part of aviation, like the Popular Flying Association
or the British Gliding Association, then there is a
good case for saying that they should be the main
body that regulates that sector. Where I think you
get bad regulation is where you have the people
actually doing the regulating not being as competent
as they might be and therefore they are actually
trying to regulate people who probably know a bit
more about the subject than they do. I think that is
one of the issues about EASA. I think we do have a
situation now, or will do very soon, where the people
doing the regulating in Cologne will not necessarily
have the suYcient knowledge and experience to
maintain the present safety standards that we have
at the moment, particularly when a lot of the people
doing those tasks in the CAA in the past will not be
there very much longer in the future.

Q432 Mr Leech: So how would you deal with that
because at the moment EASA are paying the CAA
to do a lot of the work? You do not expect that to
continue then?
MrMans:Nowhat I think,Mr Leech, is that EASA
has to take a step back and start looking at the
activities for which it is already responsible and do
them better before it takes on new responsibilities
and that we have, if you like, a longer handover
period so that the experience and knowledge of
people at the CAA is not lost before the task is fully
up and running with EASA.
Chairman:Mr EVord?

Q433 Clive EVord: Dr Braithwaite, you have
touched on EASA but we have heard from the CAA
that EASA is not yet fit for purpose. Do you agree
with that?



3287502006 Page Type [O] 01-11-06 00:28:55 Pag Table: COENEW PPSysB Unit: PAG3

Transport Committee: Evidence Ev 163

25 January 2006 Mr Keith Mans, Professor Callum Thomas, Mr David Starkie and Dr Graham Braithwaite

Dr Braithwaite: I think that is quite a strong
statement but certainly it is an agency which does
not necessarily have the same levels of expertise and
experience that the authorities it is replacing have, so
whilst certainly the intent and the idea of EASA is a
very good one, whether it has managed to reach its
recruitment targets and whether it has managed to
establish a credible level of experience and training,
I would have my doubts.
Chairman: So that is yes, only longer!
Clive EVord: You took the words right out of my
mouth!
Chairman: Sorry!

Q434 Clive EVord: So what needs to be done to
overcome these problems, in your view?
Dr Braithwaite: I think we need to look at what we
have currently in the UK, what the CAA has done
for us and the investment that has been established
in the knowledge and skills and so on which Mr
Mans was just talking about and make sure we do
not lose that. One of the things we can do is to try
and remove some of the doubts within CAA
employees and potential CAA employees that there
will be a job and that there will be an Authority in
the future and that it is not just going to keep
disappearing across to Cologne which is not yet able
to do the jobs that it is taking over.

Q435 Clive EVord: Do I take it from your answer
that what you are saying is the CAA should continue
to function at its current level and not scale down
any of its operations in anticipation of EASA until
such time as EASA has proved that it can perform?
Dr Braithwaite: Not scale down in anticipation but
scale down only when the capability is there.

Q436 Clive EVord: Do you believe that the creation
of EASA and its proposed remit is a good idea in
principle?
Dr Braithwaite: In principle it is a good idea. If it
leads to harmonisation at the higher levels across
Europe then that is a good thing. If it leads to
harmonisation at the average across Europe then
that will be a bad thing for the UK.

Q437 Clive EVord: Could you paint a picture for us
and give us an example of where EASA practically
will fill a void that is in the regulation of the industry?
Dr Braithwaite: I think in terms of communication
there is the example of findings from an accident
investigation body such as the AIB in the UK which
fed into a European agency could then benefit the
whole of Europe rathermore rapidly than it could by
going through the CAA and then being passed on to
other agencies, so there are some benefits there in
spreading the good lessons and learning from issues.

Q438 Clive EVord: Right. EASA has been very
complimentary about the CAA in evidence to us.
Does this evident respect feed through into the
regulatory policies developed by EASA?
Dr Braithwaite: I am not sure I have an answer for
that.

Q439 Clive EVord:Do you think the CAA could do
more to influence EASA’s policies?
Dr Braithwaite: I think the CAA is trying very hard.
It is a bit of an uphill battle, I think.

Q440 Clive EVord: In terms of the employees of the
CAA, we have had witnesses who have been
concerned about the scope and the abilities of those
employees, and you yourself have just made
reference to one example where they were not able to
inspect a new piece of technology. Do you think
there are suYcient skills and knowledge within the
staV of the CAA?
Dr Braithwaite: It is an answer in two parts. First of
all, the CAA does some things extremely well, and
around the world the CAA is renowned for its
quality of regulation and its commitment to safety
and it has done some spectacularly good things, but
we cannot be complacent on that. There are other
areas where people are deciding that the future is not
with the CAA in Gatwick and the future is not in
Cologne or in aviation. They are leaving and we are
losing some of the expertise that the CAA has.

Q441 Clive EVord: More specifically, do you feel
that there are skills shortages in the Safety
Regulation Group?
Dr Braithwaite: I could not give you a specific
example, no.

Q442 Clive EVord: Right, do you think that there is
anything the CAA could do to improve the
attractiveness of being employed by the CAA,
people’s career paths, et cetera?
DrBraithwaite: I think the CAAandperhaps at even
higher levels than that needs to have a clearer view
of its future and just how quickly things are going to
disappear across to EASA, yes.

Q443 Clive EVord: Are you aware of any areas of
safety research that have been cut back by the CAA?
Dr Braithwaite: I am certainly aware that their
research budget is shrinking fast and meanwhile the
EASA research budget has not been announced. It
has been talked about as a wish-list but we are
certainly scaling back quite rapidly in this country.

Q444 Clive EVord: Sorry, just to be clear, the impact
on EASA of cutting back here?
Dr Braithwaite: EASA has not, as far as I know,
published a research budget or a research strategy at
the moment although there is talk of a wish-list that
it would like to publish. Meanwhile the UK’s
capability and funding for research is shrinking at
the same time.

Q445 Clive EVord: Right. Do you think that the
CAA has suYcient powers in order to inspect
aircraft that are registered abroad?
Dr Braithwaite: To the best of my knowledge, yes.

Q446 Clive EVord: And you think it fulfils that role
in full?
Dr Braithwaite: I think that is getting beyond my
knowledge.



3287502006 Page Type [E] 01-11-06 00:28:55 Pag Table: COENEW PPSysB Unit: PAG3

Ev 164 Transport Committee: Evidence

25 January 2006 Mr Keith Mans, Professor Callum Thomas, Mr David Starkie and Dr Graham Braithwaite

Q447 Clive EVord: Just one last one, Sir Roy
suggested to us that Europe should move towards
the American system of reviewing the regulatory
regimes in all countries that have aircraft flying into
the United States. Do you think this would be the
best way to ensure safety on incoming foreign-
registered aircraft?
Dr Braithwaite: I think it is fraught with all sorts of
political issues if we start to become a little bit too
suspicious of our neighbours across Europe and
across the world. It is not an easy task to do.
Chairman: Heaven forefend that we should be
suspicious of our neighbours, Dr Braithwaite! Mr
Stringer?

Q448 Graham Stringer: Mr Starkie, do we need
economic regulation of the airports that are
economically regulated at all?
Mr Starkie: No, I do not think so. We have had
economic regulation now for nearly 20 years.
During that period of time the aviation market has
got very much more competitive, including in the
airport industry itself, and I think as a consequence
the time has certainly come to review whether we
need to subject Manchester and Stansted, in
particular, to this. They have designated airports
under the Act, which means they are subject to a
price cap, and I think the time has come really to
review that situation, particularly in relation to
those two airports.

Q449 Graham Stringer: Against what criteria? I
agree with you that there is more competition from
Schiphol and Liverpool and Birmingham and
Manchester and Stansted competing with other
airports, so one could say that generally, but how
would you quantify that? What criteria would you
use to say that now we have reached a point where
competition is really there and it is a good control
on prices?
Mr Starkie: Well, the CAA at the moment are
carrying out a competition review, you might say.
They are looking at market areas for diVerent
airports and seeing to what extent these overlap. I
think there is evidence in the pricing strategies of
diVerent airports that they are now much more
competitive. As you mentioned, Liverpool is quite a
ferocious competitor of Manchester these days, and
I found it interesting at the last price cap review that
Manchester set itself a very challenging target of
reducing its operating costs by, I think the figure
was, 7°% per annum, but it seemed willing to do this
and to go along with the regulator in this regard, and
I think it was willing to do that because of
competition from Liverpool and Leeds and so on
and it knew that, in the absence of economic
regulation, it really needed to get its cost base down,
so these various bits of evidence I think lead me
suggest that we do not really need it. Manchester is
also a diVerent animal from the other three, the
other three being Stansted, Gatwick and Heathrow,
because of course it is owned by local governments,
and it is arguable in those circumstances whether we
should be subjectingManchester in this case to price
control. In many other instances we would expect

the local governments with trading organisations to
still act in the public interest and I would be
expecting that of Manchester.

Q450 Graham Stringer: You mention Stansted
which of course is in the private sector and owned by
BAA. Do you support the idea of independent
regulation for the three London airports—Stansted,
Heathrow and Gatwick—or, asking a tougher
question, do you believe that BAA should be broken
up completely into diVerent commercial units?
Mr Starkie: I am not so sure that is a tough question
actually, but to take the first—

Q451 Graham Stringer: It is for BAA,maybe not for
you Mr Starkie!
Mr Starkie: Just for BAA. To take your point, I
think the answer is, yes, there should be some—well,
if I could go back one step, the CAA have decided
now to subject the London airports to what it calls
“stand alone” regulation. Previously they were
regulated as a combined system which in eVect
allowed Heathrow to cross-subsidise Stansted. It
was not in a direct sense but indirectly the systems
approach allowed for that. The CAA have set the
systems approach aside and are now approaching it
on a stand-alone basis. I totally agree with that
because I think the systems approach led to a lot of
problems for other airports, particularly Luton,
which suVered as a consequence from the
competitive eVects of Stansted being cross-
subsidised, particularly in the past. I think stand-
alone regulation is very important indeed. In terms
of breaking up BAA, I have long been an advocate
of that. I was 20 years ago when the whole system
was set up and I have seen nothing to change my
views on it. At the time that BAA was privatised in
its entirety, the Secretary of State, Nicholas Ridley
at that time, said it was a very fine decision as to
whether they should have been separated, and I
think now the time has come to review that issue
again.

Q452 Graham Stringer: The airlines complain quite
a lot that regulation is not tough enough,
particularly around Stansted, but generally. Do you
think their criticism is unfair? Who do you see as the
customer of the airports; is it the airlines or is it the
passenger because you get a diVerent outcome with
the regulation in terms of price impact on airlines
than you do on passengers?
Mr Starkie: Are you referring to the Stansted
airlines?

Q453 Graham Stringer: Well, I mention Stansted
because there has been quite a lot of criticism, but
Stansted and more generally?
Mr Starkie: I think certainly there have been
problems at Stansted in terms of the BAA reaching a
view with the airlines there on a forward investment
programme. I think to a very large extent that is a
consequence of two very diVerent cultures. Of
course, the BAA really came out of the nationalised
industry, and my view is that it still has a great deal
of that culture about it, whilst the low-cost airlines
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using Stansted are driven by a totally diVerent
commercial culture, and therefore I would have
anticipated that it would be very diYcult for the
Stansted airlines to agree with the BAAon a forward
investment programme. I think that is less true of the
airlines using Heathrow and less true of British
Airways which is the principal airline at Heathrow.
The problem at Heathrow is the issue of trying to
expand runway capacity.

Q454 Graham Stringer: Do you believe that the
constructive engagement process, which is now the
precursor to decisions on economic regulation, is a
good thing or are you critical of it?
Mr Starkie: On the whole I think it is a good thing.
I anticipated that there would be diYculties with it
because the airlines are not necessarily skilled in
airport matters. They do not necessarily have the
resources that they would need to fully engage with
the BAA. Again, I would have expected that to be
less the case with large companies like British
Airways. On the other hand, the low-cost airlines
will have problems, and I anticipated those
problems, but nevertheless I think it is a desirable
direction to move in and it is the sort of approach
adopted in other competitive industries.

Q455 Graham Stringer: You think that is an
improvement but you would prefer the regulation to
disappear?
Mr Starkie: The regulation not to disappear entirely
but to standmore in the background and bemore of,
if you like, a threat to the airports that if they did
abuse their dominance (if they do have dominance)
then a stiVer form of economic regulation will come
back into the picture, so I think there are
opportunities for withdrawing.

Q456 Graham Stringer: I do not think you answered
my point, unless I missed it, about who is the real
customer, is it the airlines or is it the passengers?
Mr Starkie:My own view is that the real customer
for the airport is in some ways the airlines.

Q457 Chairman: Not the passenger; the airlines?
Mr Starkie: Not the passenger directly. My
reasoning on that would be that the airline market is
very competitive in many sectors (although not
totally because there are some flights to some parts
of the world which are not competitive) and as a
consequence the airlines will tend themselves to
reflect what the passengerwants andwill convey that
on to the airport, but I see the airlines being the
principal customer of the airport.

Q458 Graham Stringer: One final question if I may.
Uniquely amongst regulators there is a referral to
the Competition Commission after the CAA have
looked at economic regulation. Is that a useful
device or is it double regulation and expensive and
bureaucratic? Is it necessary?
Mr Starkie: I do not think it is done in the right way.
The airport industry in terms of its economic
regulation diVers from the other regulated utilities
because the Competition Commission only comes

into the picture with the other regulated utilities in
terms of an appeal. That is to say, if the regulated
industries cannot agree with their regulator, at the
end of the day they can go to the Commission on
appeal. With the airports the approach is very
diVerent because the Competition Commission is
drawn into the picture almost from the very start.
There is a mandatory reference to the Competition
Commission and to my mind this does lead to
duplication. It can lead and did lead last time round
to a lot of conflict between, if you like, the two
regulators, and that has quite a high cost to the
industry, I believe. Regulatory uncertainty is very
undesirable; it pushes up the cost of capital.
Although the decision rests at the end of the daywith
the CAA and there is no appeal to the Competition
Commission after that final decision, nevertheless
the CAA acts very cautiously in circumstances
where it is in conflict with the Competition
Commission, and generally I find it leads to a
muddying of the waters. It would be very desirable
if they reverted to the standard model.

Q459 Chairman: I want to release you quite soon,
gentlemen, but I am just going to ask one thing ofDr
Braithwaite really. You have given us a lot of
detailed evidence. Do you think it is true that the
CAA’s approach to flight training means that there
has been a huge transfer to overseas providers?
Dr Braithwaite: No, I do not think that is solely the
result of the CAA. There are some that will go
overseas because of costs and so on but there are
other more practical reasons such as the strength of
the pound and the weakness of the dollar and where
you can fly in rather better weather so it is not a
simple picture of regulation.

Q460 Chairman: Do you think new pilots have got
to go abroad to get adequate practice because of the
climate and things like that?
Dr Braithwaite: It is certainly an option but whether
they get adequate practice of the sort of weather they
might fly in is a diVerent matter altogether. I would
certainly agree with Mr Mans’ comment earlier on
that GA is a part of the industry that we need to
nurture. The supply of pilots is drying up not just in
theUKbut across Europe and beyond that.Without
a ready supply of pilots the growth of the aviation
industry will start to struggle.

Q461 Chairman: What about this 2% of private
pilots in the UK who hold instrument ratings as
compared to 50% in the United States?
Dr Braithwaite: I do not think the answer to that
solely lies with the CAA.

Q462 Chairman: But is it correct?
Dr Braithwaite: I do not know.

Q463 Chairman: You do not know?
Dr Braithwaite: No.

Q464 Chairman: So you do not have any view about
the eVect that would have on safety?
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Dr Braithwaite: It is a diVerent flying environment.
There are some reasons why holding ratings would
be rathermore useful andwe should encouragemore
people to do so. There are other factors such as

Supplementary memorandum submitted by Dr Graham Braithwaite, Director, Cranfield Safety and
Accident Investigation Centre, Department of Air Transport, Cranfield University

Further to the evidence which I presented to the Transport Committee on 25 January 2006, I wish to add
a note of clarification to my answer to Q407, which was interrupted by Mr Leech and therefore left
incomplete.

Following its conversion to a Government Business Enterprise in the early 1990s, the Australian Civil
Aviation Authority went through what was described to a subsequent House of Representatives Standing
Committee on Transport, Communications and Infrastructure as the “slash and burn period” of regulation.
This period saw staV reduce from 7,332 in 1991 to 3,641 in 1996 (safety regulation went from 727 to 434).

This change was followed by two high-profile, fatal aircraft accidents involving public transport aircraft;
at Young in 1993 and en route to Lord Howe Island in 1994. The investigation into the former concluded
that one of the significant factors leading to the accident was “a diVerence between the corporate mission
statement of theAuthority, which placed a clear primacy on safe air travel, and that of the SafetyRegulation
and Standards Division which appeared to emphasise the viability of the industry as its major concern.”

Another accident in 1994, which involved a Boeing 747 aircraft landing at Sydney with its nose wheel
retracted, further highlighted problems with regulatory oversight within the Civil Aviation Authority.
Indeed the Bureau of Air Safety Investigation’s report concluded that “The organisational climate
prevailing in the Civil Aviation Authority at the time was biased towards commercial considerations rather
than ensuring regulatory compliance and safety.”

These events contributed to the separation of the CAA into Airservices Australia and the Civil Aviation
Safety Authority in 1995.

2 February 2006

Witnesses: Mr Rick Haythornthwaite, Chairman, Better Regulation Commission; and Dr Mark Thatcher,
Reader in Public Administration and Policy, London School of Economics, gave evidence.

Q465 Chairman: Good afternoon, gentlemen, you
are most warmly welcome. Could I ask you to
identify yourselves for the record, please?
Mr Haythornthwaite: My name is Rick
Haythornthwaite and I am the Chairman of the
Better Regulation Commission.
Dr Thatcher: I am Mark Thatcher—no relation I
should add!

Q466 Chairman: It never crossed our minds and it is
only accidental that you were going to have a hard
time!
Dr Thatcher: Not here, I hope! I am a Reader in
PublicAdministration andPolicy and I haveworked
on regulation and independent regulated agencies in
Britain and elsewhere in Europe.

Q467 Chairman: That is very helpful. Mr
Haythornthwaite, could you just tell us the most
important conclusions and recommendations you
have made to independent regulators about better
regulation?
Mr Haythornthwaite: I think the most important
really relates to the governance of the independent
regulators first and foremost. The independent
regulators do need to have a very clear idea of their
objectives. They have to have a very clear sense of

people holding those qualifications may already
have been snapped up in the airline industry, so I do
not think there is a simple answer to that.
Chairman: Gentlemen, you have been very helpful,
thank you very much indeed.

their governance to ensure that there is an
appropriate governance, preferably with a
separation of chairman and chief executive, that
there is a mix of executive and non-executive board,
that they have a clear commitment to the governance
principles of consultation, they have clearly
accessible and aVordable means of appeal, that they
are committed to impact assessments, and I think
therefore, Madam Chairman, the process of the
independent regulators is important but also theway
they conduct their business in terms of spirit is
equally as important. It is no good being
independent unless you really have the support not
only of those on whose behalf you regulate but also
the regulated community. Therefore the way the
independent regulators conduct their business, the
relationships they adopt, the transparencywith all of
the communities is as important to their licence to
operate as the governance that they have in place.

Q468 Chairman: How have they responded in
general to the seven recommendations?
Mr Haythornthwaite: The Task Force (before it
became the Commission) did go back and have a
look at how the response had been during the course
of last year and actually the response has been
positive. There is far more consultation than there
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used to be. There is more practice of impact
assessments, although there are still very
considerable questions about the quality of those
impact assessments.

Q469 Chairman: And presumably diVerences
between one regulator and another?
Mr Haythornthwaite: It is very variable, yes indeed.
We have not looked at the CAA and the aviation
industry in particular, although one can say, looking
very briefly at the sponsorship statement, there are
many of the aspects we would wish to see in there,
not least the commitment in any primary and
secondary legislation to impact assessments, and to
driving down the administrative burden, which is
very encouraging. In the corporate plan of the CAA
I think the words we read about adhering to the
principles of better regulation and about the
adoption of the principles of the enforcement
concordat, all of that is very positive. We have also
found in the meetings that were started in 2004 that
were convened by the National Audit OYce and the
Task Force, and now the Commission, where we
brought independent regulators together, there is no
doubt there is a strong commitment to drive better
regulation through, although it is very noticeable
that quite often they are quite hidebound by the
founding statutes, so often when quite simple areas
of deregulation are desired they are not always easy
to push through.

Q470 Chairman:What happens when the regulators
fail to follow your recommendations?
Mr Haythornthwaite: First of all, we make our
recommendations to the Government and the
Government has, by and large—

Q471 Chairman:Well then, put it another way, what
has theGovernment done to encourage regulators to
take up your recommendations?
Mr Haythornthwaite: The Government so far has
done it first of all by very willingly and rapidly
accepting the recommendations that we make. The
most important sets of regulations were around the
regulators as a whole and certainly by endorsing
those there was a strong degree of pressure put on
the regulators, even though they are independent, to
adopt them. There was really a “why explain?” tone
to it and certainly most of them have responded.
Now it is an important time in the evolution of this
because the Less is More Report and the Hampton
Report laid out quite clearly some challenges for
simplification, making sure that any new regulation
was accounted for by a net reduction in the existing
stock of regulation and by a very thorough process
of administrative burden simplification being
adopted by the departments. Now there has to be
visible evidence, I think, that the independent
regulators are picking up the tone and spirit and the
process that we are seeing in departments.

Q472 Chairman: Are you rather implying that that
has not happened totally yet? Is that the burden of
your argument?

Mr Haythornthwaite: No, it is just very early days.
The departments are really in the earliest stages of
measuring their administrative burden. One has to
say that we see the right words in most quarters, but
from the standpoint of the Better Regulation
Commission we are only interested in outcomes and
until we see real outcomes we will retain a tinge of
scepticism. However, there is no hard evidence as of
today that they are not being adhered to.

Q473 Chairman: You did identify in the 2003 Better
Regulation Task Force report a number of examples
of good practice particularly in relation to
accountability and answerability (horrible word).
Have you seen any evidence of the CAA adopting
that best practice?
Mr Haythornthwaite: I think from our standpoint,
bearing in mind we have not beyond that initial
report (where we did look at the economic side of the
CAA and compare it to Ofgem and Ofwat) looked
at it in any detail.

Q474 Chairman: You mean you have not looked at
the CAA in detail?
Mr Haythornthwaite: The CAA in detail.

Q475 Chairman: But you have looked across the
board at this?
Mr Haythornthwaite: We have looked across the
board and in terms of accountability and
answerability, yes, we have seen improvements in
quite a number of departments. I think if one takes
an independent regulator such as the Financial
Services Authority, the Financial Services Authority
has made significant strides in moving towards a
principle-driven regulatory environment, consulting
widely with the stakeholders, and there is a
transparency and accountability that is being built
up, and there are other examples throughout, but it
remains patchy.

Q476 Chairman:Who apart from you evaluates the
performance of regulators?
Mr Haythornthwaite: There is no hard and fast
systematic evaluation of the regulators as far as we
see it. Obviously each regulator is accountable to the
Secretary of State of the relevant department, just as
the CAA is accountable to the Secretary of State for
Transport, and one would hope that they would be
judged against the sponsorship statement and their
performance against that.Moving forward, the only
other areas are really what we see through the
Independent Regulators Conference where we are
able to make an assessment of the direction in which
that is moving, and one hopes that this current
simplification exercise will expose poor performance
and poor levels of commitment to better regulation,
but there is no other systematic process that I see to
judge the independent regulators.

Q477 Chairman: To be mildly unfair for a moment,
since you found there were diVerences between the
diVerent regulators has it not occurred to you as a
group that possibly one thing that you could do
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would be to create your own set of rules for
evaluating the performance of regulators? Is that
something that is happening?
Mr Haythornthwaite: I think there is a set of rules.

Q478 Chairman: Not the ones that you originally
laid down. I am saying do you have anyway inwhich
you can evaluate the gaps between what you have
asked them to do, what you think they ought to do,
and what they are doing?
Mr Haythornthwaite: Bearing in mind that what we
asked them to do represents only a proportion of
what the day-to-day job of the regulator is, and
therefore I think one needs to be mindful of that, I
think we can lay down, as we have, the basic
principles of better regulation and a clear goal that
we wish to see a net reduction in administrative
burdens and regulation as a whole. Against those
areas we have the right to scrutinise and vet and we
stay in contact with people. Do we have a hard and
fast measure that we can throw back in the faces of
the regulators? No, we do not, but does that mean
that we cannot influence through the various
methods you talk about, yes we can, and that is the
way we choose to operate.

Q479 Graham Stringer: I think that meant that you
do not believe there should be a regulator of the
regulators? Is that what you are saying?
Mr Haythornthwaite: You are referring to the
Commission as a regulator of the regulators.

Q480 Graham Stringer:Or the idea that there should
be a regulator for all of these regulatory bodies?
Mr Haythornthwaite: If I might ask, is the
implication the Commission as a regulator of these
regulatory bodies?

Q481 Graham Stringer: No, the implication is there
are a lot of regulators out there, particularly since
the nationalised industries were privatised and other
areas, and I think the Better Regulation Task Force
four or five years ago indicated that, by and large,
the costs of the regulators are increasing. As
competition within the industry increased, costs
were going up and you would have expected costs to
go down. I am merely asking if that is the case, what
needs to be done about it?
Mr Haythornthwaite: I think in response to the first
statement about whether there should be a regulator
of the regulators, we would be absolutely clear that
there should be a regulator of the regulators which
is why that is not the way and we choose to operate
in a very diVerent way to that. We are a small group
and we choose to operate in a way that challenges
the regulators to the utmost in their costs and their
governance. In the end, the rate at which costs
increase is a function of the regulatory environment
as a whole and we can only use the tools that we put
in place and the architecture that we put in place and
police that architecture, so the regulatory impact
assessments, the governance we put in place, the
simplification plans, our right of scrutiny, and of
course inside the government the considerably
better-resourced Better Regulation Executive, are

all areas that over time will serve to bring down the
regulatory burden and with it, one would expect, the
scale of the regulators. There is no hard and fast
executive route to bring these down. It is a slow
process and we will whittle away at it.

Q482 Graham Stringer: Is there any reason you can
think of—either of the witnesses really—why the
CAA should have a diVerent form of regulation to
most of the other similar regulators where there is a
requirement for a 6% return on capital and there is
a more or less automatic referral to the Competition
Commission. Can you think of any justification for
that?
Mr Haythornthwaite: First of all, I think, as you
probably are aware, our job is not to address
government policy; it is the administrative burden,
and I think if one looks at the two aspects of the
question you asked, on the 6%, it is a Government
policy decision, it is really not within our purview to
comment on it. I think in terms of the Competition
Commission and referral to it, that is a question in
terms of the eVectiveness of policy implementation,
and one cannot help as an independent observer but
ask questions ask why is it diVerent. It has created a
circumstance where not only is the CAA an outlier
in its need to agree with the Competition
Commission but more importantly it has eVectively
removed a route of appeal for the regulated
community, and therefore I think against the
standards we would set, against the principles, it
would appear to be an odd situation, and indeed if
all parties were agreed one would hope that the
Government would look to correct that anomaly.

Q483 Graham Stringer: Is it sensible to have an
economic regulator within the same organisation as
the safety regulator? Or to be the same organisation?
Mr Haythornthwaite: I think in the end what we
would be concerned about would be, firstly,
simplicity and, secondly, the quality of outcomes.
The record of safety inUKaviation is strong. I think
therefore one would only wish to address the status
quo if it was over-complex or ineVective. In terms of
ineVectiveness, that would be my only observation.
In terms of complexity, I am afraid I do not know
enough of the topic to comment on it.

Q484 Graham Stringer: You are in favour, as I
understand it, of light touch, risk-based regulation.
Perhaps you could explain to us why and do you
think that the application of those two principles to a
safety regulator is diVerent than it is to an economic
regulator?
MrHaythornthwaite:First of all, I do not think light
touch or risk-based regulation ever imply a lowering
of standards or a compromising of protections. I do
not think they need to. I think both of the terms fall
in the same camp. “Light touch” simply means that
one can take a lesser approach if the risk of non-
compliance and the consequent harm has been
assessed to be low. On rare occasions that might
happen. I personally do not like the term light touch
or risk-based regulation.
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Q485 Chairman:You do not like the term or you do
not like the tone?
Mr Haythornthwaite: I do not like the term because
it is an emotive termwhen applied to a safety-related
situation. “Light touch” sounds as if it is light
standard; it is not. It is a decision that is based on
analysis and a decision that is based on looking at all
of the facts as they stand. Risk-based regulation has
been around for a long time. If you do not have
unlimited resources decisions have to be made as to
where the priorities are put, and I think in the area
of regulation the assessment should be made around
risk, and so as long as the protections are not
compromised and the standards are not lowered, it
is a sensible way to make decisions in the aviation
industry. Again, I come back to the good safety
track record of the industry to suggest that this
approach which has been used for many years,
particularly when it comes to inspection and
maintenance, has been largely eVective.

Q486 Graham Stringer: Do you have any views
particularly on the CAA about when the economic
regulation part of its remit is not required? We have
heard fromanumber of witnesses both last week and
this week that competition between airports is
increasing. When do you believe it would be right or
what criteria would you use to say that competition
can deal with price now, we do not need a regulator?
How would we know when we had got to that
desirable point?
Mr Haythornthwaite:Given I have said we have not
looked at this in a great deal of detail in the past,
therefore I hesitate to oVer an opinion without the
facts of the matter—

Q487 Chairman: That makes you fairly unique in
this Committee, Mr Haythornthwaite.
Mr Haythornthwaite: Thank you very much,
Chairman, therefore I will keep the answer very
short. I think one only has to look at the outcomes.
Economic theory will always point to monopolistic
outcomes. If one is seeing those then there is an
argument for a regulator. If one is seeing the
movement of prices that suggests real competition,
then there is an argument for removing it. I do not
know the facts in this case and therefore really
cannot tell you which is more applicable.

Q488 Graham Stringer: It is a good theoretical
answer, I think, so you would say that if the price of
tickets to passengers was declining very quickly and
the price of sending cargo by plane was declining,
that that would be an indication that economic
regulation was no longer needed?
Mr Haythornthwaite: I am going to refrain from
answering that, if I may, because there are
circumstances that one can see declining prices in a
monopoly situation.

Q489 Chairman:What a spoilsport!
MrHaythornthwaite: I know and I am sorry but it is
an area I think it would be dangerous to be drawn
down without the facts.
Graham Stringer:What a shame!

Chairman: Very perceptive of you! Mr EVord?

Q490 Clive EVord: What influence do you hope to
bring to bear on EASA as it takes an increasing
amount of responsibility for regulating the UK
aviation industry?
Mr Haythornthwaite: I think in terms of EASA and
European-sourced legislation as a whole we are
pretty early on in the process here. The Task Force
has produced three reports that have been received
well in Europe, one on process simplification, one on
consultation, one on alternatives, and we are in the
process now as the Commission of taking those
reports and working out where the best point of
influence is, where do you take it to the stakeholders,
where to take it to the Commission, where to take it
to the Parliament, and how to leverage those three
reports. I think it is early days to see how much
impact we can have on any European legislation. I
have been in this job three weeks and I would
hesitate to say how much we influence it.

Q491 Clive EVord:With that answer in mind, and I
suspect I am going to get a similar answer to this one,
are you in favour, in principle, of the transfer of
regulation and control to a European-wide body in
areas such as aviation?
Mr Haythornthwaite: I think again it depends on
outcomes. In terms of the safety level as a whole, in
terms of the management of airspace, in terms of the
training of pilots there are areas—and I should
perhaps mention, Chairman, that I do hold a pilot’s
licence so I have seen this in operation at times—I
think there are areas where the European influence
could work well provided that it remains
proportionate and has accountability and
consistency and transparency and it is targeted. I
think if we lose that and it becomes over-complex
and we see the legislation and regulation becoming
obscure and over-complex, then any benefits to the
simplicity one could have from a pan-European
approach would be lost very rapidly, and obscure
regulation can be as dangerous as no regulation at
all.

Q492 Clive EVord: Do you have a view of EASA at
this stage of its development? If you do, what is it?
Mr Haythornthwaite: I have no view at this stage of
its development.

Q493 Clive EVord: Given the increasing impact of
European legislation, do you believe there is a need
for a European equivalent of the Better Regulation
Commission?
Mr Haythornthwaite:While I am sitting here as the
UK Better Regulation Commission and looking
across the Channel and wondering how to have
influence and also reflecting on the Presidency’s
sixth recommendation that there should be a
business-led advisory group, I cannot help but think
that it is an impractical proposition.

Q494 Chairman: You do not envisage being
translated into 23 languages, Mr Haythornthwaite?
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Mr Haythornthwaite: I am just thinking picking
membership would be the first aspect that might be
a little diYcult to overcome,MadamChairman, and
it is just very diYcult to see. I think our influence
really stems from the fact that we can stay close to
all the stakeholders. The Government does respond
to us in 60 days. There is an intimacy in this whole
process that gives us an eVectiveness and a simplicity
because of the scale of what we are doing. All of that
would be lost on the European stage, so whilst I am
not knocking it completely on the head I would take
a lot of convincing.

Q495 Clive EVord:Dr Thatcher, you have published
extensively on issues to do with regulation at a
European level. I have always thought that Mark
Thatcher ought to be cross-examined and certainly
you are not the one and this is not the forum where
I thought he needed it! Would you like to comment
on those questions?
Dr Thatcher: On the European side?

Q496 Clive EVord: Yes.
Dr Thatcher: There has been a general move in
Europe towards networks of regulators. I should say
that there have been almost no European regulators
but you do get networks of national regulators co-
ordinated more or less formally or informally by the
Commission, and that is happening across most of
the network industries. I do not know very much
about the CAAnetwork but thatmay be because the
CAA is a pretty unique regulator. There are very few
other countries I know of which have an
independent economic regulator in this field. I would
say one other thing, that quite often European
regulation is used as a form of blame-shifting.
Nation states find policy change diYcult and so they
then try and get matters done at the European level
and then they can blame Brussels. That is a way of
getting round—

Q497 Chairman: That seems like a very reasonable
attitude to me, Mr Thatcher!
Dr Thatcher: I cannot comment on whether it is a
good or a bad thing; I just point out quite often it is
easier to use Brussels to get round vested interests
and then to blame Brussels for decisions which may
be seen rightly or wrongly as necessary.

Q498 Clive EVord: Can you tell us of any pros and
cons that you see of regulating at a European-wide
level?
Dr Thatcher: Through these networks of regulators?

Q499 Clive EVord: Or through EASA as a single
body?
Dr Thatcher: Yes, there are a couple of issues which
are obvious. One is that you get policy learning, in
other words regulators learn from each other, and
they can compare data methods and processes,
which may be quite useful. It may be very useful if
you have economic integration so that youmay wish
to have similar standards because that is a way of
encouraging Europe-wide firms and increasing
eYciency.

Q500 Chairman: But you would get yourself into an
immediate problem with the CAA, would you not,
because they are about the only ones who charge?
Dr Thatcher: Absolutely.

Q501 Chairman: So you would suggest that they did
not charge? If you have 23 nations and 22 of them
charge and one does not, does it not seem to you that
possibly harmonisation would mean that the 23rd
should abandon its practice and fit in with
everybody else, or am I being unduly censorious?
Dr Thatcher: What has tended to happen in
European legislation is that other countries have
followed on fromBritain’s example and charging for
economically valuable assets very much fits in with
European philosophy.

Q502 Chairman: Who has done it apart from us?
Who has followed us in this sensible and puritanical
approach to economics?
Dr Thatcher: Nobody yet. But the same was true in
telecoms 20 years ago or electricity or gas 15 years
ago. Britain stood out as an exception and then
other countries followed on. So hopemay not be lost
if you believe in charging.

Q503 Chairman:Do the statutory provisions and the
sponsorship statement from the Department of
Transport provide a sound framework for the CAA?
Dr Thatcher: I think the more important thing, if I
may say so, is the statutory objectives given to the
CAA because that is a little diVerent from most of
the other economic regulators. It is a form of
universal service obligation and there is no mention,
as far as I know, of promoting competition. The
CAA is something of an exception amongst the
regulators on that. I think what tends to happen is
that the heads of regulators refer frequently to their
statutory objectives in defending and deciding their
action. These are, after all, supposed to be
independent regulators. The Department may
provide guidance but they are supposed to be
independent.

Q504 Chairman: So are you saying the structure is
better or worse? I am not clear, is it a good idea or is
it a bad idea?
DrThatcher: I think it is odd that there is nomention
of competition in the CAA’s statutory objectives.

Q505 Chairman: So are you suggesting that that
would improve the service it oVered everybody if it
had specific reference to competition, although are
you aware of any area where it is not doing the job
properly?
Dr Thatcher: Two questions there.

Q506 Chairman: Yes, there are two questions there.
I will give you two bites of the cherry.
Dr Thatcher: Thank you. Yes, I think it would
improve it, if you believe in competition.
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Q507 Chairman:Why?
DrThatcher:Well, because the authority would then
have to look at how and why there was not more
competition in the airline industry.

Q508 Chairman: But we have already been told that
particularly in airports, not so much in airlines but
certainly to some extent in airlines, there is much
more competition than there was even five years ago.
Dr Thatcher: That may be true. Again I am not an
expert in airports but it is a sector that is diVerent
from other network sectors in the domination by
one large—

Q509 Chairman:Yes, but you are not suggesting this
is a failure and an omission. It would be helpful to
know how it would improve things if it was put in
when it was not there, would it not?
Dr Thatcher: The CAA would then have to balance
diVerent objectives. It might have to give greater
priority to competition, if you believe in
competition. If you do not believe in competition,
clearly you would not want it in the statutory
objectives, but the trend throughout the network
industries has been to increase competition in the
belief that it increases customer choice.

Q510 Chairman: So demand more competition even
when more competition is the basic thing that has
happened in the industry over the last 20 years
consistently and to quite an astonishing extent?
Dr Thatcher: I think there are diVerent segments of
the industry. There is no doubt about it that in the
low-cost segment there is very high competition but,
as I understand it, BAA owns the three largest
airports.

Q511 Chairman: So you have a view on that?
Dr Thatcher: It runs counter—

Q512 Chairman: Are you suggesting that the BAA
should be broken up? Is that what you are
suggesting?
Dr Thatcher: It certainly runs counter to the other
network industries, say, telecoms or gas or
electricity, where incumbents have been broken up
but there are reasons for doing that. One of them has
been to introduce competition between companies
but the other has been to get information or
comparators, in other words the ability to check
what one supplier is saying against the performance
of another supplier.

Q513 Chairman: Yes, frankly, the absence of
comparators has never inhibited the Government’s
attitude towards rail because they do not have a
comparator of their own, it is all franchised and
handed out to private companies who perform with
greater or lesser ability. There is no problemwith the
rail industry so why should there be a problem with
the aviation industry where so far there has been no
clear demonstration of any diYculty?
Dr Thatcher: I am not sure the rail industry is
regarded in academic circles as a success in Britain.
Secondly, there might well be diVerent types of

incentives. In the rail industry you have got a set, as
you know much better than I do, of interlocking
actors who depend on each other, so you have those
who are providing the trains, those who are
providing the infrastructure, and those who are
providing the services. Airports may be a little
diVerent. It may be possible to isolate the provision
of the airport infrastructure from these other
services, and therefore you may be able to have
competition, and competitionmay bemore eVective.

Q514 Chairman: I see. Both of you, is the CAA
suYciently transparent?
Dr Thatcher:Well, I think there are at least two or
three diVerent forms of transparency or
accountability

Q515 Chairman: Any old transparency will do for
the sake of argument. Is it suYciently transparent?
Dr Thatcher: It depends on your criteria. I think
there is transparency in term of inputs, who is
actually sitting on these bodies, there is transparency
in terms of outputs, providing performance tables,
but also transparency in terms of process, so you
might look at those three. Whether the CAA is is a
very good question. I think what one can say is that
the CAA like other independent regulators has
been much more transparent than government
departments. We now knowmuch more about these
industries than we did 20 years ago. I should say the
other thing about transparency is it is greatly helped
if you have several competing companies because
then you have these comparators and you can dig
into the data that is being provided. One of the
biggest problems regulating an infrastructure
industry is lack of good data and the diYculties for
a regulator to get underneath the figures that are
provided by suppliers.

Q516 Chairman: What are the pros and cons of
asking regulators to promote self-regulation, in fact
giving them a duty to promote self-regulation?
Mr Haythornthwaite: Self-regulation does give the
opportunity for any regulator or any regulated
community to put in place far more flexible
processes, processes that are far more adaptable to
change as circumstances change and as technologies
change so that there are many benefits from self-
regulation. That is not to deny that in such a safety
critical industry that a regulatory framework is not
important in the aviation sector, but it is potentially
arguable that there is more space for self-regulation
than there is today. It is not in the interests of airlines
to crash their planes and kill people and there is a
natural self-policing in the way people manage and
run their companies. So we would see self-regulation
as something that always needs to be tested for its
possibilities.

Q517 Chairman: Even when there is no evidence to
suggest that in safety critical industries the existing
machinery is not working? I can understand your
argument, Mr Haythornthwaite, if there is some
evidence somewhere. In some areas you would say
the existing machinery does not work and therefore
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it is important that we test alternatives, and one way
inwhichwe can do it is to look in this particular field,
but I do not see the argument if you cannot
demonstrate evidence that says there is a problem
here. I suppose what I am saying to you is why
regulate that which does not appear to require
regulation if what you are talking about is doing
away with regulation? I do not follow it.
Mr Haythornthwaite: Our sole goal is to see the
administrative burden of regulation brought down
without compromising protections and the level of
safety of the industry.

Q518 Chairman: When you were assessing an
industry—let’s move away from aviation for a
moment—you would not just say, “I think that our
responsibility is to look closely at this and even if
there is no evidence they are not eYciently
performing their tasks, we believe that the whole set
of rules should be changed so they can operate
diVerently”, would you, or would you?
Mr Haythornthwaite: No, we would not.

Q519 Chairman: So you are not envisaging taking a
series of theoretical “let’s set up a nice little exercise
here to see whether a better theory will work”?
Mr Haythornthwaite: No, we are not. We start with
the real administrative burden that is carried around
any particular area, and so if we take the Civil
Aviation Authority, clearly if one takes just the
maintenance and inspection regime, it is very
burdensome and there may be a very, very good
argument why it is burdensome, and that is it is
necessary to maintain levels of safety. Our sole view
would be where you see that much of an
administrative burden it is always worth re-visiting
and challenging to see whether or not one can get the
same behaviours and the same protections in a way
that delivers a lighter administrative burden. I agree
with you that this is not topic that can be discussed
in the abstract. One has to pick specific areas and
clearly the areas you target are those carrying the
largest administrative burden.

Q520 Chairman: Yes, there was a clear instance for
example that something like 3,000 various
regulations were scrapped immediately, were they
not, when we moved from control by the CAA to
control by EASA? Is that the sort of thing that you
think demonstrates that they were over-regulated or
is that the sort of thing that you thinkmay put at risk
some of the services which the CAA now regulates?
Mr Haythornthwaite: Again one has to be specific,
how many of those regulations were obsolete or
duplicative regulations that just were coming oV the
statute book. I think one needs to be specific about
the instances. If there is anything that was removed
that potentially endangered lives and aircraft, and it
was done without full analysis, then there would be
an issue, but I see no evidence that that has
happened, or I have heard of no evidence.

Q521 Chairman: Who ought to scrutinise the cost
base of something like the CAA?

Dr Thatcher: It is rather odd, as I have said, that the
CAA is not scrutinised by theNational Audit OYce.

Q522 Chairman:Although it is not answerable in the
same way as some other organisations; it is entirely
funded by the industry.
Dr Thatcher: Yes, but it remains a public body with
public powers.

Q523 Chairman: Yes, but I mean it is a nice point,
most of the National Audit OYce work would be
with organisations employing public money and
therefore one has the right to demand “why are you
doing this?” and “what is it going to cost?”
Dr Thatcher: Yes.

Q524 Chairman: That is not the case with the CAA
even though they are an independent corporation.
Dr Thatcher:Yes, but the CAA imposes levies which
are pretty mandatory for the industry.

Q525 Chairman: Could I ask you whether you
accept the argument that one of the problems with
the CAA is that they are too open to persuasion by
the airlines because of the incestuousness of their
relationship? If that is the case, I do not see how the
other argument comes in. Be patient with me!
Dr Thatcher:My apologies, I have been teaching all
afternoon so I have been engaging in—

Q526 Chairman: Good, well, I am always open to
education!
Dr Thatcher: The danger of capturing is probably
worse in this industry by the BAA given that it is the
dominant supplier. The airlines might well be an ally
of the CAA because they want lower costs, but to an
outsider what is striking about this industry is that
you have such a dominance by one supplier. I would
like to say one or two things about costs, which is the
real costs that matter tend to be the costs of the
suppliers rather than the direct costs of the agency.
Agency costs in Britain and elsewhere are tiny as a
proportion of the size of the industry, so if there a
complaint about cost it is going to be along the lines
of “we have a high administrative burden and we
are being forced to take decisions which are
economically ineYcient”. In terms of the NAO, the
question really would be what would be lost from
having NAO scrutiny because the NAO is a very
high-class organisation and would perhaps be one of
the ways of checking against too much of a cosy
relationship, say, between the CAA and BAA.

Q527 Chairman: That would be perfectly true if of
course there was not this automatic reference to the
Competition Commission, would it not?Most of the
people who go to the NAO do not have this
automatic reference. Irrespective of what they want
to do, bang, straight into the Competition
Commission who are themselves an interesting,
frequently unique and, dare I say, idiosyncratic
organisation.
Dr Thatcher: They are certainly no soft touch, but
again one of the big issues here is about maintaining
a flow of high-quality information and getting the
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right kind of information. That is a task which the
CAA is in a very good position to perform. The
Competition Commission, you are right, comes in
and, unlike other industries, comes in automatically,
which is a check against too much cosiness, but I
think it comes in on an infrequent basis, and for it
to really get information it would have to start a big
inquiry and demand data. Information is one of the
keys to regulation. If you can compare suppliers in
Britain or between Britain and other countries and
you have a flow of information over time, your job
as a regulator is made much easier.

Q528 Chairman: Could I ask you both is it feasible
to create a single ‘super’ economic regulator for all
of the transport industries?
Mr Haythornthwaite: Although our preference is
always for simplicity andwe are deeply supportive of
the Hampton principles, I would take a lot of
convincing that there is any great merit to creating it
here. Really I would go back to the behaviour of the
CAA and the transparency of the CAA, and
provided there is a belief in the CAA that the real
licence to operate depends on being accountable and
answerable to all stakeholders, then it can operate
very well in that fashion and I do not think one needs
more than that, but to put a super regulator here is
another layer of bureaucracy that if they are
operating in the right way and according to the
governance principles that we have laid down and
recommended, then I think it would be totally
unnecessary.

Q529 Chairman: And yet OVer and Ofgas were
merged to form Ofgem, were they not?
Mr Haythornthwaite: They were but I think there
was a well-argued logic under those circumstances
and I am saying here that I do not see that logic and
would take some convincing. If it is looked at there
needs to be an argument that this is really a
rationalisation that could be more eYcient and
remove regulatory burden and make these
institutions more accountable and more
transparent.

Q530 Chairman:Dr Thatcher, is it fair to expect the
CAA to recover all of its costs, because they are
coming from industry?
Dr Thatcher: There is a theoretical answer and a
practical answer to that. The theoretical answer is no
if there are what are called public “goods”, in other
words some kind of benefits which accrue which you
cannot get out through the price system. The
practical answer is yes because governments find it
very diYcult to raise cash and raise taxes for publicly
desirable activities. Can I just go back to your
question about a broader regulator, I think it might
depend a great deal on the extent of linkages between
the airline industry and, say, the rail industry and the
coach industry. If these are highly-linked industries
it would be valuable to have a single regulator.

Q531 Chairman: If we found ourselves, for example,
with First Group running in large swathes of the
country buses but also rail and moving into airlines,
or just two out of the three; what is your line of
demarcation?
Dr Thatcher: There is an issue not over whether the
companies become integrated but more are whether
the modes of transport are integrated, are you trying
to have what I believe is called an “integrated
transport system”.

Q532 Chairman: That is a theory which has been
knocking around for a long time.
Dr Thatcher:And are airlines a key part of it? If they
are not, you are probably better oVwith a specialised
regulator. If they are, then you would want to
integrate them. I have to say there is little sign, in my
view, that these industries are so integrated that you
would want to have a super regulator. The big
argument against a super regulator is one about
concentration of power in a small set of hands.
Chairman: I see. Gentlemen, you have been
extremely helpful and you have given us a whole lot
of useful thought. We shall go away and think
seriously about what you have been saying. Back to
teaching, Dr Thatcher. Thank you very much
indeed.
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Memorandum submitted by The Campaign to Protect Rural England

1. CPRE welcomes the opportunity to contribute to the Committee’s inquiry into the work of the Civil
Aviation Authority (CAA). With rising levels of air traYc, the work of the corporation is gaining even
greater significance.We believe the inquiry provides a timely opportunity to consider whether the legislation
establishing the corporation, as amended, is consistent with today’s challenges. Our submission focuses on
the role of the CAA, and how it interacts with interested parties.

The Remit and Powers of the CAA Should beModernised

2. The CAA was established more than 30 years ago, and has been primarily concerned with the
regulation of airspace in order to address the needs of airspace users. At that time, the concept of sustainable
development had not been invented. Andwhile the needs of airlines and others remain important, we believe
the remit of the CAA should be re-examined in the light of the Government’s Sustainable Development
Strategy, and increasing evidence of the contribution of aviation to climate change. The Sustainable
Development Strategy commits the Government to “assess whether a specific sustainable development duty
should be applied to existing key bodies in priority areas” (page 157).

3. Although the CAA does have some environmental responsibilities and a sustainable development and
aviation environmental policy statement, these have tended to be seen as subservient to its primary
objectives. For example, we note that when the Department for Transport consulted on amending the
CAA’s responsibilities in relation to noise in 2000, there was resistance from the CAA to widening its brief.
The DfT summary of consultation responses to its Control of Noise from Civil Aircraft consultation said,
in relation to Section 5 of the Civil Aviation Act 1982:

“Section 5 empowers the Secretary of State to place a duty on the CAA to take environmental
factors (including noise and emissions) into account when licensing an aerodrome specified for the
purpose. . . . The CAA had strongly favoured repeal of section 5, with a view to maintaining the
single focus of its aerodrome standards department upon safety regulation”.

4. According to the CAA’s Annual Report 2005, none of the 12 directors have an environmental remit.
Furthermore, the corporation has a financial reliance on airline companies. The Annual Report notes, “the
majority of theCAA’s income is derived from charges levied for its regulatory work, with the charge inmany
areas based upon the physical movement of aircraft or passengers. It has been reassuring to see sustained
growth in the key activity measures continuing on from the encouraging growth in volumes that were
experienced last year” (page 16). This risks generating a conflict of interest with its environmental
responsibilities. We urge the Committee to examine how the CAA, as a Regulator, can be made to be more
independent of those that it seeks to regulate.

5. The Government has said that sustainable development principles are central to its policies on air
transport. If true, then it is important that regulators are given duties which are consistent with this
approach. CPRE believes the CAA should be placed under a new statutory duty to promote
environmentally sustainable development. Existing duties should be reviewed to ensure they remain
consistent with this new duty.

The CAA Should Embrace Environmental Limits

6. The Government’s Sustainable Development Strategy contains five guiding principles, including
‘living within environmental limits’. While fundamentally CPRE believes this recognition should lead to a
full review of the Air Transport White Paper, the current position leaves Regulators like the CAA in a
diYcult position. They should examine the environmental implications of their activities (for example the
impact of aircraft noise on urban and rural communities), yet do not seem to be in a position to question
the desirability or otherwise of meeting the air traYc forecasts. This means that their actions are quickly
relegated to mitigating for environmental damage rather than avoiding it in the first place. We believe the
CAA should perform an important role in providing a feedback loop to Government by reporting on how
aircraft movements are aVecting environmental limits. This is likely to require a more sophisticated
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approach than simply devising maps of community annoyance. CPRE also believes the CAA’s Sustainable
development and aviation environmental policy statement, which reflects the previous Sustainable
Development Strategy and is unambitious, should be updated.

The Country Lacks a Strategic Overview of the Consequences of Growth for Air Space

Management

7. The environmental impact of aviation is not just found at, or in the vicinity of airports. Apart from
the crucial contribution of aviation to increasing climate change emissions, the noise and visual impact of
air movements also needs to be considered further afield. The CAA fed into the consultation prior to the
publication of the Air Transport White Paper. Yet, there appears not to have been an overview provided of
what the likely implications might be for air traYc management from a significant increase in air passenger
numbers. Changes to the height and location of flight paths and stacking areas are made on a piecemeal
basis, preventing a proper assessment of the cumulative impact of the changes required.

8. The CAA’s Annual Report 2005, notes that “The Directorate is continuing to assess the implications
of the AviationWhite Paper. Directorate of Airspace Policy (DAP) anticipates significant and fundamental
changes to airspace boundaries and procedures in the Midlands and Southern England . . .” (pages 43–44).
The report goes on to explain that “Proposals from users flowing from theWhite Paper will initiate a review
of specific airspace and adjoining areas . . . Councils, environmental groups and individuals have already
expressed great interest in potential changes” (page 44). Yet, there was no public consultation over the
“CAA Airspace Review” prior to the Aviation White Paper being published, and no commitments have
been made to examine this issue in the round, rather than on a piecemeal basis. We urge the Committee to
consider the value of full public consultation of the CAA’s Airspace Policy, as a whole, in the light of the
policies in the Aviation White Paper.

The CAA’s Response to Government Guidance on Protecting Tranquillity is Inadequate

9. In 2002 the Department for Transport, Local Government and the Regions published guidance to the
CAA on how it should treat environmental considerations in undertaking its activities. This included the
specific requirement that theDirectorate ofAirspace Policy (DAP) “pursue policies thatwill help to preserve
the tranquillity of the countryside where this does not increase significantly the environmental burdens on
congested areas” (paragraph 46).

10. CPRE is critical of the manner with which the CAA has responded to this requirement. The
assessments which are undertaken of the eVects of changes in flight paths are developed entirely on the basis
of the impact on designated areas (National Parks and Areas of Outstanding Natural Beauty). Yet, the
presence and the value people place on the tranquillity of the countryside is not confined to designated areas.
The recent consultation on changes to flight paths in the SouthWest, for example, highlighted the eVect on
eight AONBs and the Brecon Beacons National Park, but not on the countryside between these areas. The
tranquillity of the countryside is one of the key qualities which diVerentiates it from urban areas. We urge
the Committee to investigate how the CAA aims to protect the tranquillity of the wider countryside.

11. The CAA also uses the same 57dB(A)leq measure as the Government to assess the onset of
“community annoyance”. Based on averages, such figures fail to appreciate the intrusion caused by noise
from one-oV events in sensitive environments with low levels of background noise. The threshold has also
been established following research which predominantly concerned urban areas, where there is a higher
background level of noise. The CAA’s own consultation paper, NATs/MoD Joint Future Airspace
Development Team West End Airspace Change Proposal Consultation 2005, recognises that “the evidence
suggests that at low levels aircraft noise measurement is not a good predicator of the degree of annoyance”.
The World Health Organisation recommends that 50dB(A) be used as the threshold above which
community annoyance is likely.

12. Work undertaken by respected consultants TRL for CPRE, Aviation, Noise and the Countryside,
highlights that some people will still be aVected by exposure to noise at lower levels. CPRE believes there
is an urgent need to commission work examining the impact of infrequent noise incursions on tranquil
environments, and to re-evaluate the implications of air traYc growth in the light of this. In the meantime,
maps of 50dB(A) contours should be produced to indicate clearly the number of people and areas likely to
be aVected.

The CAA Should BecomeMore Accountable, and ConsultMoreWidely

13. A common frustration experienced by CPRE volunteers has been the inaccessibility of the
information held by the CAA, and its arrangements for consultation. This is illustrated in a number of ways,
which cumulatively give the impression of a corporation that is not accountable to the public, and yet which
makes key decisions aVecting people’s quality of life.

14. The CAA publishes a series of guidance notes. CAP 725 covers Airspace Change Process Guidance.
This advises that sponsors of changes to flight paths are generally not required to consult on an
environmental statement for proposals above 7,000 ft. A sponsor of a flight path change may appeal if the
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proposed change is turned down by the CAA, yet no equivalent exists for members of the public should it
lead to unacceptable harm to their quality of life. And the National Air TraYc Management and Advisory
Committee (NATMAC), the main ongoing consultative mechanism on these issues, comprises airlines and
users groups amongst its membership but has no environmental representation. CPRE believes the CAA
needs to demonstrate its independence from the airlines and other users if it is to secure confidence amongst
the public in its consultation processes.

Conclusion

15. The work of the CAA is extremely important in ensuring public safety. A massive increase in
passenger numbers could lead to significant congestion in the skies, and yet we have no eVective overview
of what the implications are. Current arrangements for protecting the tranquillity of the countryside from
air traYc noise are inadequate. We believe there is an important role for the CAA, provided with new
statutory duties, enhanced consultation requirements, and improved assessment processes, to contribute
towards a genuinely sustainable air transport policy.

November 2005

Memorandum submitted by Leicestershire County Council

Background

1. Leicestershire has within its boundaries East Midlands Airport. The airport is one of the primary
freight airports in the country and operates 24 hours a day without agreed control terms of its impact on
the amenities of residents of Leicestershire. In particular, the freight traYc activities which primary operate
at night has the biggest impact not only in the immediate vicinity but wider afield.

2. Last year, the airport consulted on airspace changes that eVectively doubled the area of controlled
airspace over the county. The original consultation was poorly carried out and did not include a number of
local authorities, including the County Council. Despite the CAA giving its approval to this change in July
2004, the airport decided, in response to the representations made, to undertake consultations again and
asked the CAA not to proceed with the changes at that time.

3. EMA’s Phase 2 consultation on changes to controlled airspace ran from 18October 2004 to 10 January
2005. The County Council, amongst others, made representations on the potential impact on Leicestershire
citizens of the proposed changes. The new flight paths were approved by the CAA on 28 February 2005 and
came into eVect on 12 May 2005.

4. TheCounty Council, as a local authoritywithinwhose boundary the EMA is located and its experience
with the CAA, leads it to make representations on the work of the CAAwhich may helpful to the Transport
Committee.

Observations on theWork of the CAA

5. The County Council welcomes the opportunity to comment on the work of the CAA.

6. Given the importance of local authorities within whose areas airports sit in terms of the responsibilities
given to them under the Civil Aviation Act 1982 of engaging with the airport authorities; their general
governance role; and the impacts airports have on their citizens, it would seem reasonable that the CAA and
local authorities should have a close working relationship. On this basis the following suggestions are made:

— That elected local authorities that are aVected by airports and their activities should be statutory
consultees in relation to air space changes or other material controls related to airport
development.

— That their remit should also include a stronger environmental impact remit, in particular
concentrating on noise, air quality and climate change issues which should part of their decision
making process when imposing controls on airport activity.

14 November 2005

Memorandum submitted by the London Borough of Hounslow

1. Introduction

1.1 The Select Committee extended an invitation to the London Borough of Hounslow (“Hounslow
Council”) to give oral evidence as part of the inquiry into the Work of the Civil Aviation Authority. This
memorandum is submitted to theCommittee to supplement the oral evidence that CouncillorRuthCadbury
will give on behalf of Hounslow Council at the session on the afternoon of 1 February.

1.2 HounslowCouncil welcomes the opportunity to submit a summary of views on the work of the CAA.
Hounslow Council recognises that there is increasing interest in aviation issues and, in particular, aviation
related environmental impacts. In 2004, 239,000 people around Heathrow suVered from levels of noise in
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excess of 57 dB(A),leq,1611 a level which the World Health Organisation describes as “serious annoyance—
daytime and evening”.12 Hounslow-specific figures are not available; suYce it to say that more Hounslow
residents will suVer this level than any other borough.

1.3 It is the view of Hounslow Council that the UK’s specialist aviation regulator should have a clearer
role and enhanced responsibility within the aviation environmental area including the ability to levy a charge
allowing the mitigation of impacts. As a local authority representing over 200,000 residents, Hounslow
Council submits this memorandum to stimulate a positive engagement with members of the Committee and
hopes that a broad consensus can be developed on how to address and counter the eVects of aviation related
operations at Heathrow airport on the people and environment of West London.

2. Context

2.1 Hounslow Council recognises the contribution that aviation has made to the national and regional
economy. With 11,500 borough residents directly employed at Heathrow airport and many others in
associated employment, the value of Heathrow airport to the local economic environment is appreciated.
Furthermore, Heathrow airport has been a catalyst to substantial inward investment in the “Golden mile”
and the locating of GlaxoSmithKline’s European Headquarters in the borough. Hounslow Council
therefore has an active working relationship with Heathrow airport and its operators, BAA.

2.2 Hounslow Council has clearly defined policies, based on the principles of sustainable development
and the “polluter pays” principle, with respect to relations with Heathrow airport. In summary these are:

— That Hounslow Council requires mitigation to be provided to counter-balance the current impact
of Heathrow airport operations.

— That Hounslow Council will oppose any further development that leads to an intensification of
the aviation use of Heathrow Airport, for example through the introduction of mixed mode
operation.13

— That Hounslow Council will oppose further developments of runways and terminals due to the
negative economic, environmental and social eVects on the local community.

— That without prejudice to the second and third bullets above, Hounslow Council will campaign
for mitigation should any such development occur.

2.3 In its report on the inquiry into Aviation in 2003, the Transport Select Committee stated that if
aviation was to prosper, the public had to be confident that the Government and the industry were
committed to minimising “real” environmental impacts. The Committee also recommended that the funds
from environmental fines should be used to benefit aVected communities. It is the view of HounslowCouncil
that since the publication of this report, any progress on these matters has been extremely slow. Hounslow
Council hopes the committee will consider this during its deliberations on the work and role of the CAA.
Hounslow Council extends an invitation to the Committee to visit the borough of Hounslow so that
Members can experience at first hand the problems our local community face on a daily basis.

3. The CAA and EnvironmentalMatters

3.1 Hounslow Council understands that the Government directs the CAA to encourage measures to help
reduce the environmental impact of aviation. The CAA also provides Government with expert technical
advice on environmental matters. Furthermore the CAA has been a member of a high levelWhitehall group
looking at options for addressing aviation’s environmental impacts. Hounslow Council would welcome
greater clarity on how the CAA formulates its advice to Government on the environmental impact of
aviation including, for example, whether it has a standing list of stakeholders with whom it has regular
dialogue. If so, it will be important to establish greater clarity and openness on the nature and frequency of
these discussions. If there is such a dialogue it is particularly important that they should involve the
communities in the proximity of major airports such as Heathrow.

3.2 The CAA document; Aviation Industry—Roles and Responsibilities states that the airport operators
remain responsible for the environmental impact of their operations and are expected to “strike a balance”
between the needs of operators and the needs of a local community that may be aVected.14 Hounslow
Council certainly agrees on the need for balance, but shares the view and experience of those living in
proximity to Heathrow that currently there is a grave imbalance between what the aviation industry wants
(and gets) and what local communities need (and want). Successive expansion at Heathrow has not been
accompanied with mitigation to Hounslow’s satisfaction. For example in relation to noise and the Terminal
5 inquiry, the local authorities submitted a detailed mitigation package and the associated justification.15

11 CAA Report 0501 Noise Exposure Contours For Heathrow—2004.
12 WHO Guidelines for Community Noise, Berglund, Lindvall and Schwela.
13 The introduction of mixed mode operation at Heathrow means that both runways would be used for departures and arrivals
at the same time. This is opposed to the current situation whereby one runway is used for arrivals and the other for departures,
and runway alternation takes place on westerly operation.

14 Aviation Industry—Roles and Responsibilities http://www.caa.co.uk/docs/7/DAP–EIS01.pdf
15 T5 Inquiry documents LAH 5117R and LAH 5124.
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The Inspector saw fit to impose a movement limit for aircraft (a condition that looks very shaky in the
current climate) but did not see it as appropriate to impose our other conditions on items such as departure
noise fines, noise insulation etc. So, with respect to this matter Hounslow believes that the balance has not
been struck. Hounslow would be interested in the CAA opinion on its expectations about balance.

3.3 The CAA website states that the authority has adopted the Government definition of sustainability,
that has the aim of ensuring a better quality of life for everyone now and for the future, and the authority’s
Economic Regulation Group provides advice to Government on sustainable policies for aviation.
Furthermore the CAAAviation Environmental Co-ordinationGroup has set the authority’s environmental
policy objective as: “In support of the Government’s objectives for sustainable development, and the
principle that aviation should fully meet its environmental costs and obligations, the CAA seeks to
encourage civil aviation to mitigate the detrimental impact of the industry on the environment, without
compromising safety standards.”16 Hounslow Council would certainly agree with the broad thrust of the
CCA aim, but would be interested in the actions the CAA undertakes to encourage civil aviation on
mitigation, particularly eVorts made to mitigate detrimental impacts and the criteria used to monitor
improvements.

3.4 The aim of the review of London airport price controls undertaken by the CAA, has the stated aim
of striking a balance between the interests of airport users, airport operations and investment. Hounslow
Council understands that at the same time as the CAA is making preparations for the next review, it may
also undertake a detailed scrutiny of BAA’s projected costs and revenues. Hounslow Council fully agrees
with the broad thrust of the CAA’s claim but it is far from clear what actions the CAA takes to encourage
the civil aviation industry to mitigate the detrimental impacts of the industry. Much greater clarity and
openness is necessary here if the local communities around airports are to have confidence in the CAA’s
stated aims. In particular, the CAA should be required to set, and publish mitigation criteria and targets,
and for these to be reviewed at regular intervals. The CAA should also have powers to impose sanctions
against airlines and airports which fail to meet these mitigation targets. If the CAA requires additional
statutory powers in the area of mitigation and the environment generally, then these should be sought at
the earliest opportunity.

4. TheMitigation Issue

4.1 The main environmental, health and social impacts aVecting residents in the borough of Hounslow
relate to noise and air quality, surface access, land impacts and transport pressures. All of these aspects of
“community blight” share a common characteristic in that they are issues for which Hounslow Council has
long sought fair and adequate mitigation measures.

4.2 Hounslow Council acknowledges that there is a national air capacity problem that specifically aVects
the south-east of England, and recognises the national importance of solving the problem. However both
the Council and the community of Hounslow believe that Heathrow has reached the limit of sustainable
development and that expansion, be that in the form of a third runway, additional terminals or greater
runway utilisation, is not feasible. This view has been arrived at because the environmental eVects of
Heathrow aviation operations have a detrimental impact on the health and quality of life for residents.

Noise

4.3 The Aviation White Paper suggested that the Government would bear down on noise especially at
night. But at the same time it suggests that an increase in the number of nightmovementsmay be increased.17
It should be noted that WHO recommend a noise level for a bedroom of 30dB(A).

4.4 The Government has stated that it recognises that noise from aircraft operations at night is widely
regarded as the least acceptable aspect of aircraft operations. In addition the local community are very
appreciative of the operating measures such as runway alternation that give some relief from the noise.

4.5 On 4 June 2005, the respected medical journal; The Lancet stated categorically that children’s
educational development was being aVected by exposure to aircraft noise. The findings of the Lancet study
reflect those of similar studies undertaken in theUKand elsewhere in recent years. The teachers and pupils in
schools throughout Hounslow can testify that noise is a serious problem in their classrooms and play areas.

4.6 As an Authority for Children, Hounslow Council has vigorously pursued the introduction of
adequate noise insulation and ventilation schemes for many local schools where school children are aVected
by aviation noise. Hounslow Council acknowledges there are current BAA insulation schemes on oVer to
local schools, but remains pessimistic about the level of funding and is disappointed about the lack of any
associated ventilation. We are continuing to work on the costs of insulating the schools to the appropriate
standard and the current estimate is circa £100 million. In some instances aircraft noise disturbance is so
serious that it is believed that some of our schools may have to be rebuilt.

16 CAA Sustainable Development And Aviation Environmental Policy http://www.caa.co.uk/docs/286/Aviation%20
Environmental%20Pol

17 Night noise consultation.
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Air quality and transport

4.7 West London already has some of the poorest air quality in the UK and even the 2003 Air Transport
consultation had made clear that a third runway at Heathrow would lead to an additional 21,000 people
being exposed to nitrogen dioxide levels which exceeded EU limits. Mitigation measures to address this will
require major eVort and significant resources. The Air Transport White Paper, paragraph 3.31 states that
achieving EU air-quality limits will require a “combination of measures” including local authorities,
transport bodies and airports limiting road traYc emissions associated with passengers and employees and
using increased public transport.

4.8 As one of the local authorities that borders Heathrow, poor air quality is a significant issue. No
suggestion is provided as to who will pay for the said improvements, bearing in mind that the large-scale
infrastructure costs required are beyond the scope of local authorities. In the borough of Hounslow, local
road and public transport networks are already operating at over-capacity. Capital investment is required
to improve public transport links. Construction traYc and the transportation of new passengers and staV
using Terminal Five will severely exacerbate the problem. The CAA has a role to advise Government on
aviation related infrastructure and should be in discussions withMinisters about adequately developing and
financing the local transport infrastructure.

4.9 Hounslow Council believes that the shift of the UK aviation industry and its supporters toward
adopting some of the language of the environmental lobby demonstrates that the detrimental environmental
impact case remains a potent argument. To an extent the DfT has recognised and acknowledged that that
aremany serious issues to be addressed in theHeathrow area. TheDfT has laid out clear, specific and largely
environmental conditions that had to be met before construction of any third runway could begin. Chapter
3 of the Air Transport White Paper describes the environmental impacts of airports and aviation in some
detail. It also places a duty upon airport operators to undertake noise insulation for noise sensitive buildings
and to help with moving costs for the worst aVected households. Figures 1 and 2 Annex 1 exemplify the
levels of noise and air pollution experienced by Hounslow’s community.

5. Mitigation—How andWho Pays?

5.1 The mitigating measures are often provided as a condition of development within the planning
process. There are two problems with this:

— Firstly Hounslow is not the planning authority for the airport and therefore its ability to negotiate
mitigation on matters such as for example a change in the routing of a taxiway is greatly limited.

— Secondly Heathrow’s growth is incremental. In 1994 there were 424,600 air transport movements
increasing to 460,000 in 2004. There is no formal mechanism for obtaining mitigation for this
past growth.

5.2 Subscribing to the “polluter pays principle”, Hounslow has made numerous direct approaches to
BAA on a variety of mitigation issues only to be told that the airlines will not allow for such payments to
be made. BAA has suggested that Hounslow enters into a “Compact” similar to the one negotiated between
Gatwick and the surrounding local authorities. Such agreements are predicated on airport expansion. The
Council has not ruled out this course of action but this avenue is not open to the authority with respect to
the current situation. It is for this reason that it is the Councils believes that the CAA should have the ability
to levy an environmental charge at Heathrow and use this to rectify the problems outlined above.

6. Conclusion

6.1 This paper has attempted to demonstrate the eVect Heathrow has on Hounslow’s community. There
are many benefits of living and working near such a huge provider of jobs; however the environmental
factors that accompany this are also immense. To this end, Hounslow believes that the balance between the
airport and the community needs to be changed so that the community can take advantage of the economic
prosperity whilst enjoying an improved environment.

Hounslow believes that:

— “Enough is Enough” and that further development at Heathrow airport is not sustainable.

— There should be a stronger and clearer mitigation regime.

— The CAA should have a specific environmental remit within its terms of reference.

23 January 2006
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Annex 1
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Witnesses: Mr Paul Hamblin, Head of Policy (Transport and Natural Resources) CPRE, Mr Lonek
Wojtulewicz, Head of Planning, Leicestershire County Council, and Councillor Ruth Cadbury, Executive
Lead—Aviation Issues, London Borough of Hounslow, gave evidence.

Chairman: I begin with some housekeeping and
Members of Parliament having an interest to
declare.
Clive EVord:Member of the Transport and General
Workers Union.
Graham Stringer:Member of Amicus.
Chairman:Member of ASLEF.
Mrs Ellman:Member of the Transport and General
Workers’ Union.

Q533 Chairman: Those of you who have given
evidence before will know that the House of
Commons does rather sacrifice status for
straightforward acoustics, so please speak up. May
I ask you first to identify yourselves?
Mr Hamblin: I am Paul Hamblin. I am Head of
Transport and Natural Resources at CPRE.
MrWojtulewicz: I am LonekWojtulewicz, and I am
an oYcer of Leicestershire County Council, Head of
the Planning Section.
Cllr Cadbury: I am Councillor Ruth Cadbury, lead
member on the Council’s Executive on aviation
issues at the London Borough of Hounslow.

Q534 Chairman: Did any of you have anything you
wanted to say briefly before we begin?
Cllr Cadbury:As the lead councillor atHounslow on
aviation issues, I represent a deprived urban
community next to Heathrow, and I pass maps
around. Whilst many residents are economically
dependent on the airport, nearly 250,000 people in
West London live within the 57 dBA contour, which
WHO defines as the onset of serious noise
disturbance—day and evening. Flight numbers have
doubled in about 20 years and our community
suVers from night flight noise, disrupted education,
air pollution and traYc congestion, yet there are
minimal mitigation measures that benefit our
community. We believe there should be fully funded
mitigation measures. Your inquiry into the work of
the CAA ismost welcome as it allows us to comment
on the weaknesses in the current regulatory regime.
The CAA currently has a statutory responsibility for
the safety and health of the aviation community but
it does not have a clear role to regulate noise. We
believe the CAA should extend its remit to include
the impact of aviation on the wider population,
particularly those living next to airports.

Q535 Chairman: Thank you. That is an interesting
point. Mr Hamblin, you actually said in your
evidence that you thought the CAA remit ought to
be changed to take account of the Government’s
Sustainable Development Strategy. What kind of
changes, extra powers, should they have?
Mr Hamblin: Indeed we did. We believe that the
current duties which the CAAhas do not address the
environmental issues. To quote the Chairman of the
CAA before the committee, the CAA has limited
responsibilities in relation to the environment. We
would advocate a duty to promote environmentally

sustainable development, a duty which would
be in keeping with the Government’s Sustainable
Development Strategy.

Q536 Chairman: Mr Wojtulewicz, did you want to
comment on that?
Mr Wojtulewicz: Yes, thank you, Chairman.
Leicestershire County Council’s experience is
limited to its experience with the East Midlands
Airport and the recent changes in controlled
airspace over Leicester, which the CAA approved
last year. I would like to echo what has been said.
Yes, I think the CAA should have a duty put upon
it more specifically to take account of environmental
matters. In particular, in considering the planning
system, if there is a proposed development at an
airport, the planning authority will take into
account environmental impact, but, when there is no
physical development, it does not require planning
permission such as changes to controlled airspace,
and then the environmental remit is left to the CAA.
We would like to see that having more parity with
other matters.

Q537 Chairman: You have all made this point now
that the CAA has a statutory obligation to ensure
that public demand for air transport is satisfied at
the lowest cost consistent with good safety. Do you
think possibly it is unrealistic to expect them to do
the sort of environmental policeman act at the same
time? Is it not better to have a separate body to deal
with environmental regulation for aviation?
Cllr Cadbury: I started oV being agnostic about
whether the CAA should do this or whether this
should be taken up by another body. I have just
looked at the Federal Aviation Authority website.
The FAA in the United States has a major role on
environmental issues and also funds significant
mitigation packages that benefit residents around
airports in the US. The figure is about $1.9 million.

Q538 Mr Goodwill:Would you consider the role of
the CAA to be as sort of judge and jury, with the
CAA arbitrating on these additional environmental
burdens placed upon a particular community, or
would we be embarking on yet more public inquiries
and a planning-type process administered by the
CAA?
Mr Wojtulewicz: That is an option that I have
thought about and one which is a possibility, but if
you have a separate body dealing with
environmental issues, then who will be the final
arbiter? I think that is the key issue. If that remains
with the CAA, it may be diYcult for the CAA to
wrestle with these issues, but nevertheless they have
a specific duty to take them into account and they
will remain the arbiter of it. It will be diYcult. The
issue about a potential public inquiry is something
that again is a potential. If matters remain
unresolved in some way, then a public inquiry may
be one way of doing it, given that many local people,
particularly in Leicestershire, feel a little bit
disenfranchised from the process.
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Q539 Chairman: Do you disagree with that, Mr
Hamblin?
Mr Hamblin: I do not disagree. I wanted to make a
further point, which is that there is a potential
conflict between safety, economic regulation and
environmental impact. However, having multiple
agencies trying to deal with that I do not think is a
way forward to resolve those conflicts. Those
potential conflicts are still going to exist, but it is
much more likely that they can be resolved with a
single regulator.

Q540 Chairman: What are you saying? Is it that
automatically safety is going to clash with the
environmental needs of a particular airport?
Mr Hamblin: I am not saying that they
automatically clash, no. Technological
improvements and changes to flight paths can
provide safety and environmental benefits, but at the
moment we have a regulator which is primarily an
economic and safety regulator. Really, our
perspective is that, given the framework within
which the CAA is working where it has the
Government Transport White Paper, which is
saying, “Let us expand”, where it has guidance that
says, “Avoid aircraft over densely populated areas
but also protect tranquilly”, that there are real
problems in trying to meet all of those three. Part of
the problem lies with the framework within which it
is working. Regarding the Air Transport White
Paper, which we believe should be reviewed, we
believe that the CAA has a key role in providing
information back to the policymakers about the
environmental limits which are being breached.

Q541 Mrs Ellman: It has been suggested to us that
environmental issues should be decided very locally
and internationally, but not nationally. Do you have
any views on that?
Cllr Cadbury: There are a range of appropriate
measures. If we had national policy, and we already
have international policy, set around, for instance,
noise levels in WHO standards, that would set the
policy framework and the regulatory regime could
work within that. Could I pick up the point on the
public inquiry? We do not believe a public inquiry is
the place to sort out these issues. From our
experience of Terminal 5, it was very expensive and
very lengthy. For a borough like Hounslow, which
is not the planning authority, we got no benefit from
the outcome of a public inquiry.

Q542 Chairman:You are not saying you should not
have a public inquiry unless you feel they come up
with the answers you want, are you?
Cllr Cadbury: No, but in terms of dealing with the
regulatory regime for noise and emissions and so on,
a public inquiry is not necessarily the place to set
those. A proper regulatory regime that is able to be
implemented nationally is what is needed.
Mr Hamblin: May I just add from CPRE’s
perspective that we believe that addressing
environmental concerns needs to be integrated from
an international, European, national, regional and
local. If we have inconsistency between those levels,

then we are going to run into problems. We have
experienced the Air Transport White Paper at the
national level and the only comment it makes on the
tranquillity of the countryside is that its loss will be
in some ways “inevitable”. That creates real
problemswhen you are trying to address those issues
at a local level, if that is the framework within which
you are working.

Q543 Mrs Ellman: How well do you say the CAA
balances economic and environmental concerns?
Mr Wojtulewicz: From what I have seen, and
obviously they say they take into account
environmental considerations in balancing them, I
think their priorities still remain with safety and
economic issues. I think more weight should be
given to environmental considerations and the CAA
should be given that duty to give it more weight.

Q544 Mr Leech: If you think they do not put enough
weight on environmental considerations, I do not
quite understand how that marries up with you all
suggesting that the CAA should have a specific role
in environmental considerations and that that it
should be a separate organisation that is looking at
the environmental side.
MrWojtulewicz: At the moment, they look at it but
the weight they give to it is probably very little, or
less than perhaps other safety and economic issues.
That might well be what the Government wants and
what they should be doing. Safety is important but I
think the balance needs to be fine-tuned a little to
give a bit more balance on the environmental issues.
Cllr Cadbury: The CAA has environmental
aspirations but it has very little detail and it has no
regulatory regime to back up those regulations. It is
working in a policy context which itself is very weak
on environmental considerations. The Aviation
White Paper made some small remarks about the
environment but it did very little. For instance, it
said nothing about noise insulation in homes, and so
the whole policy context is very weak on the
environment in the Aviation White Paper.

Q545 Mr Wilshire: For the purpose of the question
I want to ask you, can we agree that we all want
greater environmental concern about this? This is
the basis on which we will work for the moment. If
that is what we want, is there not a danger that if you
give it to the CAA to do that, you are inviting them
to give greater weight to environmental issues at the
risk of them giving less weight to safety? If that is so,
above all else from my perspective nothing must
undermine their safety considerations. Therefore, is
not another body charged with what you want the
best way of ensuring that the CAA does what it is
supposed to do and that the environment is
considered more by somebody else?
Mr Hamblin: I do not think there is a contradiction
in what we are saying. Certainly from CPRE’s
perspective, the CAA’s commitment to safety is
paramount; it is enshrined in the Transport Act. We
do not see a need to change that. However, there is
an awful lot which can be achieved once one has
taken into account safety in terms of environmental
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improvement and reducing the environmental
impact. We believe this is not being done. To use an
example, the South-West Airspace Consultation
generated a significant response from councils,
members of the public and other bodies. The CAA,
in examining the responses it received, frequently
said it was not within its remit and it was not within
its objectives to look at the particular issue raised.
This is where we see a real weakness.

Q546 Chairman: Do you want to add to that,
Councillor Cadbury?
Cllr Cadbury: Yes. I refer back to the Federal
Aviation Authority model in the United States,
which is hardly restrictive to the growth of aviation
and yet has, as I said before, a very strong regulatory
environment regime and a very generous series of
mitigation packages.

Q547 Chairman: In comparative terms, as the
committee will tell you, they are rich runs in rather
concentrated areas, are they not? Their interest
frequently will mean, for example, and I do not want
to traduce them, that they would accept a rural
airport in an area which would not be acceptable in
this country because of the diVerent terms of
reference under which they operate?
Cllr Cadbury: I do not know enough about the detail
but certainly they seem to have quite strong rules for
major built-up areas.We believe it is worth pursuing
more. One example where safety does take
precedence over the environment is that there is little
regulation on noise of departing aircraft because
safety has to take precedence there, and we accept
that.

Q548 Mrs Ellman: The evidence from Hounslow
suggests that the CAA is taking suYcient regard of
the local environmental impact. Are you saying that
the decisions are wrong or that they are not showing
how they got to that?
Cllr Cadbury: It is not within their remit. They have
no need to take an interest because their remit does
not include the impact of aviation on local
communities.

Q549 Mrs Ellman: You are asking for the CAA to
publish local mitigation issues?
Cllr Cadbury:No, we are asking for a much stronger
regulatory regime which allows for generous
mitigation packages. It seems appropriate, as the
CAA is already an aviation regulator, that it might
well be the body to enforce it. We are starting from
the fact that the mitigation packages we get are
small, inadequate and generally voluntary, and we
believe they should be the opposite.

Q550 Mr Wilshire: Can you not see the risk that if
you tell the CAA that they have got to fund
mitigation packages, that has a financial price tag
attached to it? Would you not be concerned that
there is a danger that they will compromise safety to
keep the cost of mitigation down? This is not an
argument against doing it. It is an argument against
the safety regulator doing it.

Cllr Cadbury: I do not believe the two are
contradictory.

Q551 Mrs Ellman: The evidence from Leicestershire
suggests that you are not content with the current
consultation arrangements on airspace.What would
you like to see changed?
Mr Wojtulewicz: At the moment, from our
experience at Leicestershire and the East Midlands
Airport in particular, all the consultation was done
by the airport operator themselves. They collected
the evidence from the consultation process and they
handed it over to the CAA as part of their request to
expand the airspace. The CAA looked at it and I
think they commissioned their own environmental
analysis, which was not revealed to anybody, but
they came to a view that the airspace would go ahead
and they felt there were environmental benefits.
Perhaps it would be helpful if the CAA were a bit
more transparent and explicit in their reasoning
about why they did that and what way they looked
at those factors. Our experience was that we did not
really have an opportunity to question them very
closely on that.

Q552 Mrs Ellman:You want there to be a statutory
obligation to consult with local authorities. You feel
that local authorities are ignored then?
Mr Wojtulewicz: I am just going by our experience.
There was one round of consultations which did
miss out a lot of local elected bodies. The airport had
to do it again, I think from advice from the CAA. I
would welcome a more statutory requirement for
them to consult to ensure that those who represent
people aVected by the airport have their proper say.
Mr Hamblin: To follow on from that point, it is
extremely important how one defines who is going to
be aVected by an airport and flight path. One of the
concerns CPRE has is that at the moment the
definition of who is aVected is obviously defined by
where the aircraft are going to be flying suYciently
low or whether they are flying over an area of
outstanding natural beauty or a national park. I
would ask of all the constituencies that you represent
what proportions are designated as national parks
or AONBs, and yet, surely, there are many people in
communities within your constituencies who are
very concerned about protecting peace and quiet
and tranquillity. So we think that this is an artificial
way of delineating whether one should consult or
not and that the present definition perhaps should be
re-examined by both the CAA and by the
Department for Transport.

Q553 Mrs Ellman: Is there a danger, though, that the
consultation procedurewill become unduly long and
unduly complex?
MrWojtulewicz: I do not think so. I think in natural
justice people who will be aVected or are potentially
aVected ought to have a right to be consulted on
matters thatmay aVect them, particularly if there are
changes that are, say, outside the planning system, as
I mentioned previously, and changes which are



3287502008 Page Type [E] 01-11-06 00:29:29 Pag Table: COENEW PPSysB Unit: PAG4

Ev 184 Transport Committee: Evidence

1 February 2006 Mr Paul Hamblin, Mr Lonek Wojtulewicz and Councillor Ruth Cadbury

purely in the remit of the CAA. I think there has to
be some kind of way to engage the community and
show that justice is seen to be done and is done.
Cllr Cadbury: In slight deference to Mr Hamblin’s
perspective, we are speaking from the perspective of
a large urban community that has been next to the
airport for over 50 years and is seldom consulted
when we are faced with an incremental increase in
flights. Another example is that in the drafting of the
White Paper we were not consulted on the detail,
whichwewould have contributed hadwe been asked
about for instance the Community Buildings Noise
Insulation Scheme which, as I said before, is
completely inadequate. This is the kind of example
of the Department for Transport and the CAA not
considering local authorities to be relevant or
appropriate. We find that unfortunate.

Q554 Chairman: Is there not a fine line to be drawn
between what is a legitimate involvement with the
local authority, which must protect schools and
those areas of residences where people have the right
to enjoy proper quiet and their own homes, and the
sort of complicated involvement in the expansion of
a particular airport? Is there not a delicate line that
needs to be drawn between consultation with the
local authority and the right to interfere in, for
example, the process of airspace changes, which
would give local authorities an extra right to hold up
the process, which is already fairly complicated?
Cllr Cadbury: I would suggest that, for instance, we
are about to face a consultation on the loss of
runway alternation with the introduction of mixed
mode as a way of expanding Heathrow with the
existing two runways. That will make a major
change to the quality of life for residents in West
Londonwho currently have peace and quiet before 3
pm or after 3 pm, or from the perspective of schools
which generally are closed after 3.30, and they have
a week of noise and a week of quiet. Clearly, that is
going to make a major change in people’s quality of
life. I think that I as a local authority representative
have every right to make major submission on that
issue.

Q555 Mr Donaldson: Can I ask Mr Hamblin: in
what way is the CAA’s Sustainable Development
and Aviation Environmental Policy Statement
unambitious and what would you like to see in it?
Mr Hamblin: I think it is unambitious both in terms
of its aspirations and in terms of how it is
implemented. This goes back to the discussion that
we were having earlier about the framework within
which the CAA operates. The 57 dBA limit has been
used as the threshold for community annoyance.
Information from the World Health Organisation,
which has looked at this, has shown that that
threshold is too high and that it should be lowered,
for example, to 50 dBA. It has not looked at the
impact of aircraft in tranquil environments. The last
research which the CAA has done on this topic is
over 20 years old, so the statement needs to be
refreshed to ensure that it is looking at
environmental factors in the context of the
Government’s sustainable development strategy

which has as one of its five principles living within
environmental limits. The policy statement was
written a number of years ago. It is important that it
keeps up to date with the process of changes in
environmental policy.

Q556 Mr Donaldson: The Environment Research
and Consultancy Department at the CAA exists in
part to provide technical advice and guidance to
local planning authorities.What is your relationship
with them and how much help are they, particularly
the two councils?
MrWojtulewicz: The county council actually has no
planning remit or locus in determining anything to
do with the airport. The county council has become
involved with the general governance issue because
its constituencies have been pressing them to see
what we can do to help them mitigate the eVects of
the airport. I cannot really help you on that
particular guidance.
Cllr Cadbury:Wehave had virtually no contact with
the Civil Aviation Authority, and in fact we have
had to ask them for their recent consultation
documents. I can see it in the context of their remit
and their core regulatory powers. Yes, you are right:
they do have some staV working on environmental
issues, but I would say, looking at their business,
that it is not part of their core business.

Q557 Mr Donaldson: If the Environmental Research
and Consultancy Department were cut back or
indeed responsibility passed to Europe, what, if any,
would be the consequences for local authorities?
Cllr Cadbury: If the CAA is to lose some powers to
Europe, I would suggest that it gives its additional
scope to reallocate that resource, to the kinds of
things that we are suggesting should be done. I think
there is an opportunity there for the CAA to boost
its role on environmental and sustainability issues
and its regulatory framework.

Q558 Mr Donaldson: You would welcome a closer
liaison between your council and the CAA?
Cllr Cadbury: I would welcome a closer relationship
between us and the CAA, and also between us and
the Department for Transport, yes.

Q559 Graham Stringer: I would like to ask Mr
Wojtulewicz this. I understand your points about
consultation. What I am not sure about is what the
actual problem is at the end of the consultation. If
you were not consulted, I understand your
complaint. What is the complaint about the decision
the CAA came to?
MrWojtulewicz:Wehave to accept the decision that
they came to because that was their role. What we
would like to see is a bit more transparency in how
they came to that view, what weight they gave to
particular factors, and what weight they gave to our
views or other views.

Q560 Graham Stringer: It is a process issue then.
You are quite happy with the outcome at the end
of it?
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MrWojtulewicz: I do not think the council is happy
with the outcome but it would have helped if we had
more transparency andmore explanation about why
they came to their view andwhat weight they gave to
our views.

Q561 Graham Stringer: What is the council not
happy about? We are finding it diYcult to get there,
are we not?
Mr Wojtulewicz: What the council is not happy
about is that the amount of controlled airspace over
Leicestershire has now doubled and there are more
people aVected by air transport than previously.

Q562 Graham Stringer: We visited the CAA at the
end of last year and they told us that there were fewer
people aVected by the airspace changes than
previously.
Mr Wojtulewicz: I think this is where the problem
with the county council comes in. The airspace
changes covered Leicestershire, Derbyshire and
Nottinghamshire. Within that area they said that
overall between those three counties there were
fewer people, but in Leicestershire there were more
people aVected. There were fewer in other places but
Leicestershire bore the brunt of it.

Q563 Graham Stringer: So it is a NIMBY issue and
that Leicestershire people should not be disturbed so
that there is a greater benefit overall in theMidlands.
Is that the issue?
Mr Wojtulewicz: That is always a problem, that the
benefits of airports are spread wide but the
disbenefits are felt locally. Clearly, the council is
concerned about what its constituents are telling it.

Q564 Graham Stringer: Is there also a change in the
number of people in rural areas aVected compared
to the number of people in urban areas?
MrWojtulewicz: In Leicestershire, I believe there are
more people in rural areas aVected.

Q565 Graham Stringer: And fewer in urban areas?
Mr Wojtulewicz: I am not sure what the balance is.
There were not that many urban areas overflown
previously, but there were some.

Q566 Graham Stringer: Do you accept that overall
in the Midlands fewer people are now aVected by
aircraft noise?
MrWojtulewicz: I have not seen that data but if that
what the CAA tell us, I have to accept that. All I can
say is that Leicestershire took the worst position.

Q567 Graham Stringer: Could I ask CPRE: it seems
to me, from your evidence, that your real problem is
that you are fundamentally opposed to the Civil
Aviation Authority’s remit. Do you have a view as
to what the total level of aviation should be in this
country, either in number of flights or number of
passengers? Should that be reduced, increased or
stay the same?

MrHamblin: Perhaps, first, I can put on record that
we do not have a problemwith the CAA existing as a
safety and economic regulator.We do have concerns
that it is not looking at issue within the framework
of sustainable development.

Q568 Graham Stringer: It was its remit that I
mentioned particularly and not its existence. To be
clear, its remit is to make sure that there is enough
capacity to satisfy the demand for air travel.
Mr Hamblin: I have some sympathy with the Civil
Aviation Authority that is trying to address how to
distribute increasing environmental damage. Do
you locate it in over-populated areas—and clearly
that would be unacceptable—or do you spread it out
over tranquil areas of countryside? CPRE believes
that the tranquillity of the countryside is part of its
defining characteristics; that is what makes it
diVerent to urban areas. The Government, in its
Rural White Paper, said that it wanted to have
policies to protect tranquillity, and indeed it has
given guidance to the CAA on that particular point.
So I have some sympathy with the CAA in terms of
how theywrestle with this problem.At the end of the
day, what they are doing is looking at mitigation
measures. We believe the key solutions lie in trying
to avoid the impact by tackling the overall growth in
air traYc. That is why, as we have discussed on
previous occasions, CPRE has advocated an air
transport policy which is based on demand
management at its heart. With growing evidence,
almost by the day, about the impacts of climate
change, in addition to the eVects associated with
noise, the strength of the argument over the need for
a demand management policy grows.

Q569 Graham Stringer: Can you answer this
question? Do you want the number of people
travelling by air to reduce, stay the same or increase
and, if to increase, by what rate?
Mr Hamblin: I cannot answer by what particular
rate. We have done work with the Department for
Transport looking at their forecasting model which
said that if you were to put a tax on aviation fuel and
VAT on the industry, which is currently exempt,
then the forecast growth would decline considerably
and to an extent that it could be met within existing
infrastructure. That would still see an increase in the
number of flights, but it would be significantly less
than is currently forecast as being provided for in
terms of the policies in the Air Transport White
Paper.

Q570 Graham Stringer: To go back to the answer
you gave to the question originally, you are saying,
are you, in plain English that you prefer that the
noise from aviation is taken by more people living in
urban areas rather than by people living in rural
areas?
Mr Hamblin: I am saying that the CAA, local
authorities and other interested groups are being
told: you have a choice; either you can have noise
over urban areas or the countryside. The solution
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lies not in responding to that one way or the other
but in actually tackling the heart of the problem,
which is the increasing level of air traYc.

Q571 Graham Stringer: You have just said that you
believe that there should be an increase in air traYc
but not at the rate envisaged in the White Paper.
What I amasking is this: in that scenario, where does
CPRE believe those airplanes should fly over?
Should they be flying over countryside or should
they be flying over urban areas where there is a
choice, because there would be a choice?
Mr Hamblin: I think at the moment we are not in a
position where we can properly evaluate what the
impact will be over rural areas because of the way
noise is measured, failure of information—

Q572 Chairman: I am sorry, Mr Hamblin, but you
are wriggling a bit. You are asked a very
straightforward question to which we do expect a
fairly straightforward answer. It is very simple. You
posed the conundrum, so what is your view? Given
the fact that life is inadequate, government
departments do not give you all the details youwant,
that the sun rises and sets, could you just tell us what
your view is?
Mr Hamblin: If we had full information, if we had a
policy which was focused on demand management,
which reduced the overall pressure, then the CAA
would need to come to a judgment about that.

Q573 Chairman:We know about the CAA. We are
asking you, Mr Hamblin: what is the view of the
CPRE? It is a perfectly fair point. If there is a choice
between rural areas and more people suVering more
in Hounslow, what is your decision?
Mr Hamblin: We would want to see the overall
policy focused on demand management. Of the
aircraft which are then flying, clearly you would
want to reduce the impact on the human population,
and thatmeans not flying over urban areas, but there
is a significant downside which currently is not being
addressed in the policy debate. That is the impact on
tranquil areas and the countryside for those in urban
areas to visit and enjoy as much as those in the
countryside.
Chairman: I think that means urban areas by any
other name.

Q574 Graham Stringer: I shall read the transcript
with interest. As a final point, you have used the
word “sustainability” a good deal. Can you define
that for us, please?
Mr Hamblin:We have a position statement, which I
would be very happy to submit to the committee, if
you would like. If you are looking for a definition
now, then I would recommend the Government’s
Sustainable Development Strategy. That is looking
at improving the quality of life for people now and in
the future, by promoting economic prosperity rather
than growth, and living within environmental limits.

Q575 Graham Stringer: This is a final question to
Cllr Cadbury. You said in response to the
Government’s consultation that you were restricted

in some way from providing an input into that
consultation. I thought it was an open consultation
and that you could say anything you wanted to
before the White Paper was produced.
Cllr Cadbury: Thank you for letting me clarify that.
The consultation was quite open. When the White
Paper came out, there was a general statement
recognising, I think for the first time by the
Department for Transport, the needs of residents
and the communities near airports, and that was to
be welcomed. The detail of that came out as a series
of schemes, some of which applied to Runway 3, the
purchasing of homes for the Runway 3 area in
Hillingdon, but the two other elements related to
community noise insulation and people living in the
very noisiest area, the 69 contour. Those were fairly
strange.We would have beenmore than happy to be
called in by the Department for Transport to talk
about the detail of them before they had been
finalised. If you would like the detail I can elaborate.
For community buildings, schools mainly, the
scheme is inadequate and it is discretionary. We
have standards in this country set by the DfES using
the Building Bulletins for acoustic standards and
ventilation standards; ie what classrooms should
experience in terms of external noise and ventilation.
Those were not used by the Department for
Transport. When we spoke to the DfT oYcials, they
were not even aware of them. The scheme merely
provides double glazing; it does not provide for any
ventilation. It only works in classrooms and not
other rooms in the schools. It does not address
mobile classrooms and, because our schools are
successful and growing, several have mobile
classrooms. The scheme will not be able to include
mobile classrooms. For the insulation of homes, we
have said for many years that the existing scheme is
inadequate both in terms of how big an area it covers
and also what it covers. It only provides half the cost
of double glazing; householders are expected to pay
the other half of the cost. It only covers the 6,000 or
so homes in the 69 dBA contour. We say it should
probably go out to the 65 or 63 contours, as in other
areas, and I believe possibly Manchester Airport
itself. The White Paper said nothing about noise
insulation at all. It allowed for a grant for a home
owner to be given up to £10,000 to help each sell their
house and move away, but somebody else would be
coming to live there. The house would not be bought
by BAA. Really, that does not help the existing
residents who decide to remain in that area. We
believe that if they are going to spend that kind of
money, they should have provided a proper
insulation scheme. This is detail on which, if they
had talked to us while they were drafting the White
Paper, we could probably have given them some
relevant local advice.

Q576 Clive EVord: Following on from that, you
have suggested that the CAA should have powers to
impose sanctions on airlines and airports that fail to
fulfil any mitigation targets. Can you describe for us
very briefly the scope of the mitigation that you are
seeking? You are suggesting that mitigation should
be implemented in order to reduce environmental
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impact by airports and by airlines.What is the scope
of what you are looking for, how would it be
implemented, and what sort of things are you
looking for?
Cllr Cadbury: There is a range of opportunities to
fund through some sort of levy or range of levies.
The sources of funding for mitigation in the FAA
scheme are quite varied. They include tax on tyres,
on passengers, on tickets, on the airlines themselves
and on the airports as well, as part of the FAA’s core
funding. It is quite a mixed scheme which does not
therefore restrict aviation in that sense. We are not
saying what sort of levy it should be but that there
should be a levy in order to fund adequate
mitigation. It is only fair that the mitigation for the
impact of aviation on local communities should
come from aviation in some form, but I am not
suggesting any particular route that it should take.

Q577 Clive EVord: I will ask one last question as we
are short of time. You have argued very strongly
that the CAA should be responsible for
environmentalmatters in relation to the air industry.
Do you have any concerns or comments about any
conflicts of interest the CAAmay have, given that it
is funded by the industry?Do you think it is themost
appropriate body for that?
Cllr Cadbury: I do not think in this country we have
an alternative at the moment that I can see. I agree
there could be a danger, but they are already
regulating the aviation industry. Possibly there is a
lack of anything else.

Q578 Clive EVord: You are seeking to impose costs
on the industry?
Cllr Cadbury: Yes. I think that is reasonable.
Mr Wojtulewicz: I would generally agree with that
point. While it might be diYcult for the CAA to
balance its own decisions, it needs to have that
environmental duty. If there is a cost, then there is
a cost.

Q579 Chairman: Mr Hamblin, you said the CAA
needs to be more sophisticated in feeding
information to the Government. What do you
mean?
Mr Hamblin: Much of the discussion on the Air
TransportWhite Paper and the consultation around
that was based on ground-based infrastructure. It
was not really looking at the overall implications for
the management of airspace. Certainly, anybody
responding to the consultation paper would find it
extremely diYcult to feed into that debate, not least
because, as the committee has heard from the CAA
itself, work is still ongoing to feed into the
Department for Transport on that. Information on
the management of airspace should have been made

available earlier. The sophistication that we are
looking for is in relation to low thresholds for
community annoyance and not simply designated
areas as a proxy for sensitive environmental areas.

Q580 Mr Wilshire: On safety, and first to both the
local authority representatives, given that most
accidents seem to happen near airports, how much
interest do you take in the safety role of the CAA?
Cllr Cadbury: I had always been led to believe that
Heathrowwas as safe an international airport as any
until I read the report inThe Times a couple of weeks
ago of the Accident and Investigation Bureau on the
US 747 flight that was stricken in April 2004. It was
flying over the South-East of England on one failed
jet engine and three unpowered engines. In its
diYculties, it was trying to work out where to land.
Because it had seen Heathrow by visuals—luckily it
was a clear day—the pilot asked Air TraYc Control
whether it would be okay to land at Heathrow. Air
TraYc Control, based on their guidelines, basically
thought therewas no problem. The aircraft ended up
taking quite a wiggly direction in order to lose height
from central London over West London to land at
Heathrow. Thank goodness, it landed safely. What
the AIB pointed out was that the guidelines for ATC
said very little about the need to avoid built-up areas
when an aircraft is in trouble. I was really shocked
to find that ATC does not have powers to direct a
pilot to an airfield where the risk from the ground is
much lower. The only danger indicator that ATC is
required to look at is if a flight is carrying dangerous
goods. Inmy view, a 747 that is loadedwith suYcient
fuel to cross the Atlantic in itself is carrying
dangerous goods. We definitely believe now that
the CAA should seriously, as the AIB has
recommended, look at that.

Q581 Mr Wilshire: Can I pursue this, Chairman?
That is a long answer to a question I did not ask. The
question I asked is: does your council engage with
the CAA directly to discuss safety matters so that
you are satisfied that it is doing its safety job
properly, not about your reading things in The
Times?
Cllr Cadbury:We will be doing so now.

Q582 Mr Scott: On the point you were mentioning
about the jumbo jet which fortunately did land
safely at Heathrow, do you agree it is absolutely
ludicrous to fly a plane over London, including over
my own constituency, when it could have been safely
landed at a designated airport such as Stansted?
Cllr Cadbury: I find it ludicrous it was directed over
central London and that the ATC did not have the
power to direct it elsewhere.
Chairman: You have been very helpful. Thank you
very much indeed.
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Supplementary memorandum submitted by the London Borough of Hounslow

Mitigation of the Effects of Heathrow Airport

High levels of noise, congestion and air pollution are an inevitable consequence of proximity to a major
international airport such as Heathrow. Without mitigation, areas adjacent to large airports such as the
London Borough of Hounslow would not be habitable and residents’ quality of life would be seriously
compromised.Restitution for the current impact ofHeathrow is a key strandwithin theHounslowCouncil’s
campaign. We would therefore be grateful if the following short submission could be considered as a
clarification to Mr EVord’s question (reproduced below).

Q 576 Clive EVord:
Following on from that, you have suggested that the CAA should have powers to impose sanctions on
airlines and airports that fail to fulfil any mitigation targets. Can you describe for us very briefly the
scope of themitigation that you are seeing? You are suggesting that mitigation should be implemented
in order to reduce environmental impact by airports and by airlines. What is the scope of what you
are looking for, how would it be implemented, and what sort of things are you looking for?

Noise

In terms of existing buildings Hounslow Council sees no impediment to why people living or being
educated in the borough should not experience the same acoustic standards as others in the UK. Our
research into this matter indicates that the mitigation schemes that have been implemented in other areas
of the world (for example Chicago) are more generous than those oVered to Hounslow residents. Funding
should be adequate to address the actual noise, not cash-limited and the schemes should not be controlled
by the airport,

Homes

Therefore it is suggested that homes are insulated so that the following WHO internal standards are
achieved.

— 35 dB LAeq,16 daytime level for habitable rooms for example living rooms.

— 30 dB LAeq,8 night time level for bedrooms.

— 45 dB LAmax for bedrooms (to account for any short term noise event eg one flight in the middle
of the night.

Funds should be made available for sound insulation (windows, roofs etc), and where necessary means
of maintaining comfortable temperatures eg by the provision of mechanical ventilation and/or blinds. Noise
insulation schemes require maintenance particularly for any associatedmechanical ventilation. Glazing and
window frames have limited shelf life so it is also necessary to include an on going maintenance and
replacement programme.

Hounslow Council ensures that new homes are insulated to up to the relevant standard by virtue of the
planning process.

Community buildings and schools

Schools need to be insulated to the Department for Education and Skills standards within Building
Bulletin 93, (noise) and Building Bulletin 101 (ventilation). This should include all extensions and all non
teaching areas such as oYces and staV rooms. Mobile classrooms must be replaced as these cannot be
insulated adequately.

Most importantly, eligibility must not be based on an arbitrary contour line, but the actual noise
experienced during teaching. For example in the case of a school class room a “worst mode” contour is
required to determine the eligible schools; not the average mode 16 hour LAeq,16 that is used by convention.

It is also necessary for funds to be made available so that the development of new public and community
buildings are not compromised by exposure to aircraft noise. For example funding should bemade available
for the extra noise mitigation measures required to make new school premises compliant with the above
standards.

Consideration must be given to delivering the national curriculum outside of the school classroom, for
example, improvements to outdoor spaces at schools.

Preservation of Existing Mitigating Practices

In addition to the requirements outlined above it is also vital forHounslow residents that certain practices
are maintained including.

— The Cranford Agreement, no departures over Cranford on the northern runway, emergencies
excepted.
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— Maintenance of segregated mode operation and runway alternation i.e. aircraft departing and
arriving on separate runways, changing which is used at 3pm, thus giving relief to the residents
overflown.

Transport and Air Quality

In order to relieve the congestion and air quality problems Hounslow Council believes that it is necessary
to change how the airport is accessed by both passengers and staV by improving public transport links. It
is also necessary to reduce certain short journeys that are currently made by air, substituting these by rail.
Hounslow Council therefore believe the following should be promoted:

— Bracknell and Waterloo via Richmond (requiring the “Airtrack” link between Terminal Five
and Staines);

— St Albans and Watford (requiring additional tracks between Hayes and Acton);

— East London via Crossrail; Reading via Slough (requiring the “Western connection” link between
Terminal Five and Iver);

— A range of InterCity services to the Regions (requiring an open-air station—for diesel services—
to the west of Terminal Five);

— A possible additional express underground line;

— Construction of a light rapid transit system fromHeathrow toHammersmith through the London
Borough of Hounslow;

— Resignalling/up-rating of the capacity of the Piccadilly line;

In addition to the above we would also expect to see

— The level of local public transport provision dramatically increased (particularly buses), so that
airport workers and passengers can travel to the airport by the most sustainable means.

Safety and Heathrow

In response to Mr Wilshire’s question regarding safety and Heathrow, Councillor Cadbury advised the
committee that Hounslow Council would be contacting the CAA regarding concerns following the AAIB
report EW/C2004/04/04 Evergreen B747 NG81EV. It therefore seems appropriate that we update the
committee of the current position with respect to this matter.

The CAA have advised us that following this incident the guidance (MATS part 1) is being strengthened
to reflect conditions where the integrity of the airframe or the ability to maintain safe controlled flights may
be uncertain. Sir Roy McNulty goes on to state that “I should also made it clear that the ultimate decision
regarding the choice of a suitable diversion airfield during an emergency situation rests with the aircraft
commander”. Given that the aircraft commander in this case did not have any of the required plans are
available to allow for navigation into Heathrow, we find this assertion to be incomprehensible. We will
therefore be asking the CAA to review this position.

Memorandum submitted by the Department for Transport

The Transport Committee inquiry into the work of the Civil Aviation Authority (CAA) is grouped around five
headings. The Department’s Memorandum follows that format.

1. The Remit, Structure, and Powers of the CAA

1. The CAA is a public corporation whose constitution and functions are conferred by legislation. The
main legislative provisions conferring its functions and governing its activities are contained in the Civil
Aviation Act 1982, the Airports Act 1986, the Transport Act 2000 and in implementing regulations made
under Regulation (EC) 1592/2002 and Regulation (EC) 549/2004. The Board of the CAA is responsible for
all the CAA’s activities.

2. The Secretary of State for Transport is accountable to Parliament for the CAA’s proper discharge of
its duties. The AviationDirectorate of the Department for Transport sponsors the CAA, and there are close
and frequent contacts with the Authority across the range of its responsibilities. The CAA is not part of
the Crown.

3. The Secretary of State (in consultation with the Secretary of State for Defence where appropriate) sets
the policy framework for the CAA by:

— agreeing overall priorities and objectives each year with the CAA;

— monitoring the performance of the CAA in relation to agreed objectives;

— appointing the Chairman and members of the Board of the CAA;

— setting the terms and conditions of such appointments (with consent of HM Treasury);



3287501043 Page Type [E] 01-11-06 00:29:29 Pag Table: COENEW PPSysB Unit: PAG4

Ev 190 Transport Committee: Evidence

— appointing the CAA’s external auditors;

— issuing any general guidelines or specific directions, including an annual accounts direction; and

— laying the annual report and accounts before Parliament.

Statutory functions

4. The CAA’s main statutory functions are:

— civil aviation safety regulation;

— advising and assisting the Secretary of State on all civil aviation matters;

— determining policy for the use of UK airspace so as to meet the needs of all users, having regard
for national security, economic and environmental factors, while maintaining a high standard
of safety;

— economic regulation of the designated airports and of the provision of air traYc services;

— licensing and financial fitness of airlines; and

— licensing of air travel organisers.

5. Many of the CAA’s functions and duties are prescribed in secondary legislation made under section
60 of the Civil AviationAct 1982. TheCivil Aviation Bill currently before theHouse of Lords gives the CAA
functions in relation to the health of air travellers.

6. In addition, Regulation (EC) 1592/2002 of the European Parliament and of the Council on common
rules in the field of civil aviation and establishing a European Aviation Safety Agency (EASA) and its
implementing regulations place functions on theCAAas theUK’s “competent authority” (designated under
the Aviation Safety Regulations—Statutory Instrument 2004No 77). Regulations (EC) 549/2004, 550/2004,
551/2004 and 552/2004 of the European Parliament and Council establishing the Single European Sky
together with their implementing regulations place obligations and responsibilities on the CAA as the UK’s
National Supervisory Authority (designated by Statutory Instrument 2004 No 1958).

Remit and powers

7. TheCAA’s general regulatory remit is set out in section 4 of theCivil AviationAct 1982, which requires
the CAA to perform its functions in the manner it considers best calculated

“to secure that British airlines provide services which satisfy all substantial categories of public
demand . . . at the lowest possible charge consistent with a high standard of safety in operating the
services and an economic return to eYcient operators on the sums invested in providing the
services and with securing the sound development of the civil air transport industry in theUK; and
to further the reasonable interests of users of air transport services”

8. Other specific duties are also set out in legislation, including section 68(1) of the Civil Aviation Act
1982, section 39(2) of the Airports Act 1986 and sections 2, 70 and 87 of the Transport Act 2000. In some
cases these replace the CAA’s general remit in section 4 of the 1982 Act.

Planning and Financial remit

9. The CAA, after consultation with the Department, prepares and submits an annual Corporate Plan
covering a five year period. This provides information on objectives; performance indicators; performance
targets; timing; and costs. It takes account of current planned resource allocation to the CAA and provides
any further information about resource requirements as requested by the Department.

10. The CAA does not have monies voted to it by Parliament but must recover its operating costs, plus
a rate of return set by the Government, through charges on the aviation industry for its regulatory services
and on users ofUKairspace through theEUROCONTROL en route charges system. Certification activities
carried out on behalf of EASA are funded under contract by the Agency. The CAA carries out its activities
so as to achieve value formoney and tomeet the requirements of regularity and propriety. TheCAAconsults
on its budget annually with the industry and, pursuant to section 11 of the Civil AviationAct 1982, the CAA
consults the Secretary of State beforemaking its charges schemes.Guidance in relation to financial propriety
in the public sector is set out in Government Accounting and the Fees and Charges guidance published by
HM Treasury.

11. The CAA counts against the Departmental Expenditure Limit (DEL), which is determined by HM
Treasury and is expected to meet the financial requirements set out under that framework. Its overdraft
requirements (eg to cover late payments from airlines) must have prior approval from the Secretary of State
and HM Treasury.



3287501043 Page Type [O] 01-11-06 00:29:29 Pag Table: COENEW PPSysB Unit: PAG4

Transport Committee: Evidence Ev 191

Return on Capital Employed (ROCE)

12. The CAA is required to achieve an average annual rate of return on average current cost of capital
employed equivalent to 6%, or break-even after interest and tax, whichever is the greater. This 6% required
return on capital employed is used to pay National Loan Fund (NLF) interest, NLF loan repayments, and
for the funding of minor capital expenditure and taxation. The return will also be used to fund the cost of
transition from the UK basis of regulation to the EASA model during EASA’s transition period to full
operation from 2005–06 until 2008–09. DFT and HM Treasury have agreed this additional temporary use
of the ROCE funds.

Structure

13. The CAA is run by its Board, and has a GroupDirector and a Policy Committee for each of its major
specific responsibilities including airspace policy, safety regulation, economic regulation and consumer
protection. In addition, it has a number of Non Executive Directors whose work includes chairing the
CAA’s Remuneration Committee, Audit Committee, and the Trustees of the Pension Scheme. They also
contribute to the Policy Committees. The CAA has a number of ancillary bodies, which are independent
and sit outside its core regulatory functions. These are theAir TransportUsers Council (AUC),UKAirprox
Board (UKAB), Air Safety Support International (ASSI), and the Air Travel Trust (ATT).

Board members

14. The members of the Board are appointed by the Secretary of State for Transport, generally following
open competition and in consultation with the Chairman of the CAA, and are responsible for all aspects of
the CAA’s organisation and performance. Themember who has responsibility for airspace policy is de facto
appointed jointly by the Secretary of State for Transport and the Secretary of State for Defence, and the
member with responsibility for national security is nominated by the Secretary of State for Defence. The
Department sets objectives for the Chairman and Executive Directors of the CAA.

15. There are yearly consultations between the CAA’s Remuneration Committee and the Department to
review BoardMembers’ objectives and related remuneration uplifts, which the Department must then refer
to HM Treasury. The Committee is principally responsible for advising the CAA Board in relation to the
annual performance related pay scheme for Executive Directors.

2. The Performance of the CAA in Relation to its Statutory Objectives and Functions

16. The Chairman is responsible to the Secretary of State for the overall direction and management of
the CAA within the policy framework set by the Secretary of State and has a particular responsibility for
the proper discharge by the Board of its collective role.

17. The Secretary of State and the Chairman of the CAA meet regularly (approximately quarterly) to
discuss matters of current interest. The Director General Civil Aviation and the CAA Chairman also meet
regularly (approximately monthly) for a similar purpose. The CAA’s and the Department’s legal advisers
meet quarterly; and the Department’s Divisional Managers meet whenever necessary with their CAA
counterparts. There is considerable day to day contact between staV at lower levels of the Department and
the CAA, and this is encouraged by both organisations, as are secondments between them.

18. In pursuit of its objectives the CAA works closely with the Department and the aviation industry in
the UK and abroad, with the European Aviation Safety Agency and with international aviation
organisations. Working relations between the Department and the CAA are good.

3. The Effectiveness and Efficiency of the CAA’s Regulatory Framework

19. The CAA’s regulatory framework is sound. The UK has continued to maintain one of the best
aviation safety records in the world. The aviation industry is competitive; air traYc and passenger numbers
continue to rise. To sustain this position the CAA submits its regulatory eVort to constant scrutiny for areas
of improvement; it subscribes to, and has been actively involved in the Better Regulation Task Force
“Regulation—Less is More” report and it continues to try to improve eYciency and reduce its regulatory
cost base. The CAA will be subject to standardisation inspections by EASA.

Airspace Policy

20. The policy framework is set by the International Civil Aviation Organisation (ICAO) and
increasingly the European Community. Domestic policy is shaped by ICAO standards, recommended
practices and procedures and, more recently, the adoption of the four top-level Single European Sky
regulations. These regulations set out the framework for European airspace design and regulation. The
CAA, asNational SupervisoryAuthority, will be subject to a peer review process under the Single European
Sky legislation.
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21. Directions issued by the Secretary of State in 2001 set out the responsibility of the CAA, through its
Directorate of Airspace Policy (DAP), to develop, approve, monitor and enforce policy for the safe and
eYcient allocation ofUKairspace and the sustainable use of that airspace. In addition, guidance to theCAA
(2002) on the environmental objectives relating to the exercise of its air navigation functions, sets out the
framework within which DAP will discharge the CAA’s air navigation functions.

22. The Guidance and Directions are designed to ensure that proposals for airspace changes are brought
to the attention of aVected parties, are properly assessed and that environmental impacts are mitigated as
much as possible. Changes should normally only bemade where it is clear, after consultation, that an overall
environmental benefit will accrue or where the airspacemanagement considerations and the overriding need
for safety allow for no practical alternative. In certain cases, where there are significant environmental
impacts, the Secretary of State’s consent is required before changes are confirmed and promulgated byDAP.

23. The National Air TraYc Management Advisory Council (NATMAC) is a non-statutory advisory
body sponsored by DAP to assist the Directorate to develop airspace policies, configurations and
procedures and to ensure that due attention is given to the diverse requirements of all UK airspace users.
The Director chairs the committee and membership covers the wide range of aviation interests.

Joint and Integrated Air TraYc Management

24. Under the Transport Act 2000, the CAA has an obligation to facilitate the integration of civilian and
military air traYc management. The Civil Aviation Authority (Air Navigation) Directions 2001 require the
CAA to oversee the arrangements between a licence holder and the MOD to ensure that air traYc services
continue to be provided on a joint and integrated basis. The Joint AirNavigation Services Council (JANSC)
is the principal means of achieving this aim. Currently, NATS is the only holder of an en-route licence and
the JANSC acts as the forum for discussing and resolving diVerences of opinion between it and the MOD.
The JANSC is chaired by the Director of Airspace Policy.

Safety Regulation

25. The Civil Aviation Act 1982 lay on the Secretary of State and the CAA complementary duties in
relation to the regulation of aviation safety. The Secretary of State is responsible for encouraging measures
for promoting safety in the use of civil aircraft; ensuring that international obligations are fulfilled; issuing
permits to foreign registered aircraft; and appointing inspectors to carry out air accident investigations. The
CAA’s responsibilities under the Act include advising the Secretary of State on all civil aviation safety
matters, and carrying out all related regulatory activities, including enforcing legislation on behalf of
Ministers. This balance of duties has worked well and the UK air transport industry has a good record with
accidents kept low despite the rapid rise in traYc levels over the past two decades. The system has also
received good reports under the audit programme set up by the International Civil Aviation organisation.

26. The safety regulatory framework is increasingly being set by the European Community. European
Regulation (EC) 1592/2002 set out essential safety requirements for the airworthiness of aircraft and
products and established the European Aviation Safety Agency. The Regulation lays down complementary
roles for Member States and their national authorities, such as the CAA, and for the Agency.

27. Certain products, such as home-built aircraft or smaller microlights, are outwith the scope of EASA
and all regulatory responsibility, both rule-making and certification, remains with the CAA. For the
majority of aircraft and products rules are set at European level and are implemented either by the Agency
or the CAA as the UK’s Competent Authority. The CAA can be involved by the Agency in drafting rules
and must be consulted formally on all proposals for rules that are implemented by the CAA as a competent
authority.

28. As a competent authority the CAA continues to issue certificates of airworthiness in respect of
individual aircraft; approvals to UK maintenance and production organisations; licenses to maintenance
engineers and approvals to organisations responsible for their training. The procedures which the Authority
is required to follow as a competent authority are laid down inCommissionRegulations (EC)No 1702/2003
andNo 2042/2003. TheDepartmentwould not expect to be involved in these activities on a day-to-day basis.
The CAA’s and other national authorities’ performance will be inspected by the Agency under the terms of
a Commission Regulation on standardisation currently being negotiated; the Department is seeking to
ensure that the UK Government will be engaged in the consideration of the inspection reports and any
follow-up action.

29. A number of functions which historically had been undertaken by the CAAare now the responsibility
of EASA, namely the design and environmental approval of products, parts and appliances; design
organisation approvals; and approvals of maintenance and production organisations outside the
Community. Since the Agency assumed these responsibilities in September 2003 it has needed to use the
CAA and other national authorities to carry out many certification responsibilities on its behalf whilst it
builds up its own staV. Currently these activities are carried out on the basis of contractual arrangements
between the Agency and the CAA, under which the Agency pays the Authority for its services and charges
the industry directly in line with a Commission regulation on EASA fees and charges. These contractual
arrangements are intended to be transitional, but the final extent and timing of internalisation of all the



3287501043 Page Type [O] 01-11-06 00:29:29 Pag Table: COENEW PPSysB Unit: PAG4

Transport Committee: Evidence Ev 193

activities in the Agency is subject to detailed discussion between the Agency and Member States. Risk
management processes have been set up to ensure the right number of staV, with the right levels of
experience, are secured for both the Agency and the CAA and other national authorities.

30. Proposals are expected shortly for extending the scope of the EASA Regulation to cover the safety
regulation of airline operators and their personnel. This proposal will set out essential requirements in these
fields and a division of certification and licensing responsibilities between the Agency and the national
authorities. Under the proposals the CAA would retain responsibility for issuing air operator certificates
and licences for flight crew.

31. The CAAhas played a key role in the adoption of uniform safety standards for air traYcmanagement
through its work on the EUROCONTROL Safety Regulatory Requirements (ESARRs). ESARRs form
the basis of many of the Single European Sky Implementing Rules being developed by the European
Commission at present. The proposal mentioned in the paragraph above is expected to include a suggestion
that ATM safety will eventually become part of the role of EASA.

32. The Government is working with the CAA to ensure that the European regulatory structure delivers
an eYcient, high quality safety regime in Europe andmaintains the current high safety standards in the UK.
The Government welcomes the priority aVorded to these objectives by the CAA and recognises the
considerable eVort made by the Authority in their pursuit.

Foreign aircraft

33. The CAA has no responsibilities for overseeing the safety of foreign aircraft visiting the UK: their
safety regulation and oversight is the responsibility of their home States. However, the CAA has assisted
the Government in the policies it is pursuing to ensure that these responsibilities are being met. We have a
programme for inspecting a number of foreign aircraft visiting UK airports and pay the CAA to carry out
the necessary safety checks. The CAA has also provided experts, funded by Government, to support the
programme of ICAO safety audits of States; we have this year funded a CAA expert on a three year
secondment at ICAO headquarters in Montreal to help develop the safety audit programme further.

Economic Regulation

Allocation of scarce bilateral capacity

34. The UK has special procedures to govern the allocation of scarce capacity between airlines, designed
specifically for circumstances where market forces are prevented from operating properly due to bilateral
restrictions.

35. The available capacity is allocated by the CAA following a public hearing at which the airlines
concerned, and other interested parties, are allowed to submit evidence in support of their proposals for
services on the route or routes. The CAA will consider this evidence and decide between the applicants on
the basis of its view on which proposal will bring the greater benefits to consumers. The successful airline
will be awarded the frequencies, and other airlines will have their route licenses conditioned to prevent them
operating more (or perhaps any) services on the same routes until bilateral circumstances change.

36. There is a currently right of appeal to the Secretary of State for Transport. Most CAA decisions have
been appealed, but the Secretary of State has departed from the CAA’s conclusions only infrequently. There
is a clause in the Civil Aviation Bill currently before Parliament to remove this right of appeal to the
Secretary of State.

Leasing

37. As part of the Department’s procedures for processing applications by UK airlines wishing to lease
foreign registered aircraft, ERGprovides advice to the Secretary of State on the length of the proposed lease
and the temporary needs or exceptional circumstances that give rise to the application. This is needed for
him to determine whether the applicant should be granted a waiver from the requirement in Article 8.2(a)
of Regulation 2407/92 that aircraft used by air carriers licensed in the UK should be placed on the UK
register. In addition, before a waiver can be granted, SRG must declare itself satisfied in accordance with
Article 10 of the same Regulation that the leased aircraft will be operated to safety standards equivalent to
those required of a UK airline. The Department values the CAA’s input in this area, especially in diYcult
cases, as the CAA is seen by the industry as an expert and independent body whose involvement in the
handling of leasing applications is a guarantee of impartiality and sound decision making.
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Fares

38. Despite the UK Government’s eVorts to liberalise our air services agreements wherever possible, the
continuing presence of bilateral constraints can confer market power on airlines, and the CAA will consider
interveningwhere it concludes that airlines are exploiting this to thedisadvantage of users. In such circumstances,
it will be concerned to ensure that all thosewho require it on international scheduled services have available basic
on-demand travel at a price reasonably related to the cost of its provision. In general however, the CAA’s
preference is for airlines to be free to set their own fares with a minimum of regulatory intervention, and in
markets where competition between airlines is unconstrained it does not usually intervene in airlines’ fares
proposals.

39. Within the EU, the generally liberal fares regime contained in Regulation 2409/92 allowsMember States
to withdraw a basic fare which is found to be excessively high in relation to the costs of providing the service,
and to take action against predatory pricing. If required the CAA will advise the Secretary of State on these
matters, though in practice the powers have been very rarely invoked.

40. The Department is content that the CAA’s approach to fares regulationmeets the needs of consumers in
what is now generally a mature and competitive marketplace.

Economic regulation of airports and air traYc control

41. Under the Airports Act 1986, the CAA is responsible for the economic regulation of about 50 airports
with an annual turnover of £1 million in two of the last three years. For the non-designated airports, economic
regulation is very light touch. In addition, it sets the maximum level of airport charges at BAA’s London and
Manchester airports every five years which, in practice, has been the CAA’s dominant airport regulatory
function. The CAAhas to perform its regulatory functions in accordance with its statutory duties which include
furthering the reasonable interests of users and encouraging timely investment.

42. In addition, and as set out in the Transport Act 2000, the CAA is responsible for the economic regulation
of air traYc services in the UK. In accordance with a licence issued in 2001, NATS provides air traYc control
services in the UK. The CAA reviews the pricing regime for these services every five years. The Transport Act
2000 requires the CAA to perform these regulatory functions in accordance with its statutory duties which
include, subject to a primary duty to maintain high standards of safety, furthering the interests of users so far
as they relate to the range, availability, continuity, cost and quality of air traYc services.

Consumer Protection

43. The CAA runs the Air Travel Organisers’ Licensing (ATOL) scheme and the Air Travel Trust Fund,
which provide financial protection for travellers and meet the Package Travel, Package Holidays and Package
Tours Regulations 1992 (SI 1992 No 3288).

44. The Department has recently asked the CAA to review the system of financial bonding under ATOL
within the constraints of the existing legislative framework and make recommendations on the way forward to
Government.

45. The focus of the reviewwill be on reducing the costs toATOLholders that arise from the current bonding
arrangements. It will consider moving from bonds to a single per-customer transparent levy to build up a fund,
encompassing theAir Travel Trust Fund, formeetingATOLholders’ refund and repatriation obligations under
European Legislation.

46. The principal areas of consideration will be:

— an enforceable collection mechanism;

— the size of the fund and the period of build-up;

— transitional arrangements; and

— whether in the absenceof bonding, changes toCAA’sfinancialmonitoring of the industry are required.

47. The CAAwill consult the industry during this review andwill aim to identify a solutionwithin sixmonths.

4. The Effectiveness and Efficiency of the CAA in theGeneralDischarge of itsDuties

Better Regulation

CAA’s review of safety regulation (SRG) charges

48. The CAA is required under S.11 of the 1982 Act to carry out regular reviews of its safety regulation
charges. As part of the review process, the CAA must consult with industry and the Secretary of State before
the revised schemes of charges are published.

49. The CAA recently concluded an extensive review of its SRG charges, managed by a Joint Review Team
comprised of representatives from the UK aviation industry, DFT, and the CAA. One of the important issues
the review addressed was the need to ensure that diVerent parts of the aviation sector paid their share of the cost
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of safety regulation, and to reduce the amount of cross subsidy between sectors. The CAA engaged in a full and
open consultation process on the new charges and the reasons for them before putting their proposals before
DFT ministers for approval.

CAA’s review of the Airspace Change Policy

50. The CAA has regulatory responsibility for the Airspace Change Process. The essential criterion that the
CAA seeks to achieve through the process is a greater eYciency in the use of airspace that is mitigated, in
environmental terms, to the greatest extent possible.

51. DAP is currently reviewing its Airspace Change Process with a view to having a revised process in place
by Summer 2006. The key driver for the review is to secure an improved fit with emerging EU and national
legislation and guidance on regulatory practice. The Department welcomes this review and its intended aim to
deliver a revised process that will be as transparent and as resilient against successful legal challenge as possible.

Accountability and Audit

52. The CAA is required to maintain management information and accounting systems which enable it to
review its financial and non-financial performance against budgets and targets in line with the corporate plan.
The CAA’s performance against key targets is reported in its annual report and accounts. The annual report
reflects the corporate plan, and reports on outcome against plans.

Accountability

53. The CAA is accountable to Parliament through the Secretary of State for its functions. In the light of the
financial duties placed on the CAA by the Civil Aviation Act 1982, there is no formal appointment of an
Accounting OYcer for the CAA. The Department’s Accounting OYcer, where he considers it necessary, writes
to the CAA Director of Finance giving guidance and advice on the stewardship of public funds and the duties
and responsibilities of an Accounting OYcer. The CAA complies with the Code of Good Practice on Corporate
Governance in as far as it is appropriate for a Public Corporation and the particular circumstances of the CAA.

Annual Audit

54. After the end of each financial year, the CAA prepares an annual report of its activities, together with its
audited annual accounts. These are compliant with the Report and Accounts Direction issued by the
Department, with Treasury approval.

55. The CAA’s accounts are audited by independent auditors appointed by the Secretary of State under
section 15 of the Civil Aviation Act 1982 as amended by the Civil Aviation Act (Auditing and Accounts) Order
1984. The CAA submits the audited accounts to the Secretary of State, who ensures copies are available to
Parliament.

56. Before the annual report and accounts are submitted to the external auditors, the CAA sends copies to
the Department for comment. Copies are normally with the Department by 31 July each year. The CAA also
provides responses to all issues raised in the auditor’s management letter in time for these to be incorporated
into the management letter.

Service Standards

57. TheDepartment encourages the CAA to publish andmaintain a statement of the service and standards
which it provides to its customers, in line with the Government’s public service principles.

Consultation

58. The Department encourages the CAA to consult the aviation industry and others aVected by its
activities onmatters such as standards, new regulations and charges, in advance of decisions of specific interest
to them. The CAA aims to comply with the Cabinet OYce Code of Practice on Consultation where
appropriate.

Regulatory Impact Assessments

59. All primary and secondary legislation relating to the CAA are subject to regulatory impact assessment.
Regulatory Impact Assessments are conducted in accordance with the guidance issued by Cabinet OYce to
ensure necessary regulation is clear and fair. European legislation aVecting the CAA is also subject to
regulatory impact assessment.
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5. TheEffect ofGrowing International andEuropeanUnionCooperation on theWork of theCAA

60. EU legislation has created an open and competitive single market in aviation in whichUK airlines have
flourished. Progressive technical harmonisation is working to ensure the protection of safety, consumer and
environmental interests.

61. CommonEuropean safety standards, eVectively implemented in all aspects of aviation system, including
induecourseairportsandair traYcserviceproviders,wouldhelpachievethegoalof aseamless,eYcientandsafe
system. The successful development of the EASA system has a pivotal role in achieving that objective through
the drafting of common safety rules and through monitoring, where applicable, the implementation of those
rules by national authorities such as the CAA. The precise scope and timing of such development needs careful
consideration alongside work on developing the regulatory framework for the implementation of the Single
European Sky.

62. The Single European Sky Regulations established the overall regulatory framework necessary for the
creationof theSingleEuropeanSky.The emphasis now is ondeveloping the supporting legislationnecessary to
implement the Single Sky. The UK is continuing to work with the European Commission and other Member
States to seek the best outcome forUKaviation stakeholders.

63. Workon the development of theEuropean regulatory frameworkwill need to address howmuch should
bedonecentrallyandhowmuchatnational level;whetherallaspectsofsafetyrule-makingshouldbeundertaken
by the samebody; andwhat the relationship shouldbebetween safety, airspaceand economic regulation.There
will be implications for the CAA and it will be important to ensure that the Authority is able to maintain the
skilled workforce it needs to carry out whatever duties fall to it under the emerging regulatory framework. The
Department and theCAAareworking closely on developing sustainable solutions.

64. TherecentconferencehostedbytheCAAontheFutureofAviationRegulationinEuropehasdonemuch
toexpose the issues facing the industryand its regulators.TheEuropeanCommissionhasagreed tocontinue the
debate througha further roundofdiscussions. It is expected that thisworkwill feed in to theworkbeingdoneby
theDepartment intheEUROCONTROLcontextwhichisconsideringthefutureofthatorganisationandATM
regulation, research and training in a Pan-European context.

Workingwith theCAA internationally

65. It is important that theUKposition in internationalnegotiations is clear tootherStates.TheDepartment
therefore places great value on working with the CAA to ensure that this is the case through recognising and
respectingtheexpertiseofeach.TheCAAhasadutytoadviseMinistersontechnical issuesandregulatorypolicy
development. In recognitionof this advisory role, theDepartmentwill seek the viewsof theCAAwhendrawing
up the proposed line for internationalmeetings; and onwho should represent theUnitedKingdom’s view.

66. The UK participates in the work of the International Civil Aviation Organisation (ICAO) to the fullest
extent possible. Broadly speaking, ICAO’s task is to develop international technical, environmental and safety
standards for aviation and to foster the development of international air transport. TheGovernment seeks the
CAA’s advice on the development of ICAOpolicies and has established procedures to consult the CAAon the
provisionand fundingof experts to serveona rangeof ICAOGroups towhichState representativesare invited.

28 November 2005

Witnesses:Ms Karen Buck, aMember of the House, Parliamentary Under Secretary of State for Transport,
andMr David McMillan, Director, Aviation Directorate, Department for Transport, gave evidence.

Q583 Chairman: Minister, we are very grateful to
you for coming this afternoon. and I apologise for
keeping you waiting. Could you both identify
yourselves, please?
Ms Buck: I am Karen Buck, Minister for Aviation.
With me is David McMillan, who is Director for
Aviation in the Department.

Q584 Chairman: Is there anything youwant to tell us
first, Minister?
Ms Buck: Given the pressure of time, I am quite
happy to go straight to questions. My only
statement would be a rather general one.

Q585 Chairman: That is very kind. Could you tell us
what the Government thinks is the reason for the
continued existence of the CAA?

Ms Buck: The CAA is the bedrock of regulation for
aviation in this country. If you look at the
framework internationally for ensuring that
aviation is first and primarily safe and secondly that
whatever necessary regulation takes place, it is based
on states having that key responsibility. I will not
pre-empt questions that the committee might want
to ask in terms of the European agenda because
there are major changes there. That key
responsibility remains, even during the period of
change: safety first and foremost; economic
regulation issues; consumer protection issues; and a
contribution, of course, to the development of
aviation policy.

Q586 Chairman: Has the Government considered
transferring the economic and commercial activities
to a single transport economic regulator for all
modes of transport?
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Ms Buck: We do not think that would be the right
way to go. If anything, the trend is in the other
direction with the way the Rail Regulator is going.
We believe that eVectively incorporating in a single
body that key responsibility for safety and economic
regulation and having those constantly acting as
checks and balances against each other is very
important, and perhaps particularly important in a
field like aviation.

Q587 Chairman:What will the CAA look like in 20
years’ time?
MsBuck: It will look diVerent because we know that
the European agenda particularly has been moved
into the era of the Single European Sky and the
framework of EASAwill reduce the number of those
responsibilities. I am sure that as the framework set
out in the first year of theAir TransportWhite Paper
unfolds, there will be potential changes in that as
well. I do not think we have a fixed blueprint for
exactly what it will look like. In fact, we are very
much at a point of flux and very rapid change. It is
important to let some of that settle down first.

Q588 Mr Donaldson: It has been suggested that the
CAA should be given a wider remit in terms of
promoting all aspects of aviation, including
innovation, exports and sports, and that it should
report to the Department for Trade and Industry as
well as to your department, Minister. Would you be
in favour of such an expansion?
Ms Buck: I am not terribly familiar with the specific
proposals, to be honest. I think it is very important
that clarity is retained. I would not want to see
anything that muddies those lines of accountability.
The CAA is accountable through the Department
for Transport to Parliament and we know for a fact
that there are other departments—the Ministry of
Defence is a good example—where there are
relationships with the CAA. I would like to see that
flourish. It is a very healthy development. I would
not particularly want to see any muddying of the
lines of accountability.

Q589 Mr Donaldson: The CAA sponsorship
statement commits the Department and the CAA to
critically reviewing the Authority from time to time.
When did you last undertake such a review of the
organisation’s continuing relevance, eYciency and
eVectiveness and what was the outcome of that
review?
Ms Buck: It is a fairly continuous process. We have
a number of diVerent locks into the system from the
sponsorship statement through to the corporate
plan and the annual report and the constant process
that we have of working with the CAA in seeing how
it is fit for purpose as the situation changes. Mr
McMillan may like to flesh out some of the detail
on that.
Mr McMillan: I think the Minister has hit the main
points. The CAA has a corporate plan which flows
in some ways from the sponsorship statement, and
the corporate plan is something that should be
reviewed on an annual basis. The CAA reports on
the corporate plan in its annual report and we take

account of that. Ministers are able, through the
process of regular engagement which they have with
the Chairman and which I have with the Chairman,
to ensure that the organisation remains fit for
purpose.

Q590 Mr Donaldson: There is, surely, a distinction
between an annual review process and a strategic
review of the CAA’s role. Is that not something the
Government or the Department would consider
undertaking?
Mr McMillan: As the Minister has just said, that is
something which may be necessary in time. At the
moment, we are seeing rapid change in the
regulatory framework which exists in the European
Union with the creation of the European Aviation
Safety Agency system and the expansion of the
Single European Sky. In time, and I would not like
to predict when, perhaps.

Q591 Mr Donaldson: You mentioned the corporate
plan and the annual review. We have received
evidence that there is poor integration and
coordination between theDepartment and the CAA
in some areas of policy development. What eVorts is
the Department making to improve this situation?
Ms Buck: With respect, you might have heard a
representation to that eVect. I am not sure I would
accept that as constituting evidence. We think we
have an excellent working relationship with the
CAA.

Q592 Chairman: Minister, any evidence that we
receive is evidence.
Ms Buck: I completely concede the point, Mrs
Dunwoody. I was really making the point that from
my point of view it would be subjective.

Q593 Chairman: It may not be something the
Department likes but it does not mean it is not
evidence.
Ms Buck: I consider myself chastised. I take the
point entirely. I would very firmly state that I believe
that our integrated policy of working with the CAA
is very good. The CAA obviously played a critical
part in the development of the White Paper on all
aspects. We meet ministerially. The Secretary of
State meets with the Chairman of the CAA on a
quarterly basis;MrMcMillan and oYcials meet on a
very regular basis on all aspects of development and
policy. I really would refute that evidence.

Q594 Mr Donaldson: If you are not satisfied with the
decision adopted by the CAA on a particular aspect
of that policy, and indeed on their performance
generally, what action can you take as the
Department to deal with that issue?
Ms Buck: The answer is that it varies according to
what it is. There are someways in which we value the
independence of the role of the regulator. We might
not necessarily always agree, as indeed we did not
absolutely agree, despite our great respect, on the
issue of financial protection. In terms of
performance, I would re-state our view that there is
a number of objectives set out in the corporate plan
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and we require and expect the CAA to fulfil constant
self-improvement andmeet those objectives, and the
standard of doing so is very high.

Q595 Clive EVord: Sir Roy McNulty painted a very
colourful picture in expressing his views on EASA.
He said: “EASA is experiencing significant
diYculties in getting itself set up and operating in a
satisfactory way for a range of reasons [ . . . ] I think
so far we are a bit disappointed with the way it has
got going.” Do you share that view?
Ms Buck: Yes, we do. We too are concerned about
the unfolding of EASA and the fact that there has
been a number of problems in governance and
funding and so forth. The Secretary of State wrote in
December setting out very clearly his views to Vice
President Barrot. One of the consequences of that is
that a high level oYcial meeting will take place next
week to move that concern forward.

Q596 Chairman: Between whom, Minister? Mr
McMillan, who is going to be there?
Mr McMillan: Sir Roy McNulty and I will be
leading for the UK and we will be seeing our
opposite numbers in the European Commission.

Q597 Chairman: Are we to take it that that
is the United Kingdom Government making
representations to the Commission about the failure
of a European institution to work and not wider
than that?
Mr McMillan: I am not sure I quite understand the
question.

Q598 Chairman: It is very simple. Are you going to
whinge at the Commission or are you going to have
a joint meeting of various people who think that this
particular organisation is not working?
Mr McMillan: There is quite a lot going on. This
particular meeting which the Minister has referred
to is a bilateral meeting which we are going to at the
behest of the Secretary of State.

Q599 Chairman:Okay; thank you. You are going to
give us a note of what happens when you get there,
are you not?
Ms Buck: We would be very happy to keep the
Committee informed. I know it has a very legitimate
interest in this issue.
Chairman: Oh, we do, we do. Thank you, Minister.

Q600 Clive EVord: In relation to EASA and the
diYculties in getting it set up do you have any
concerns about maintaining levels of safety and the
possibility that they may deteriorate to the lowest
common denominator?
Ms Buck:Clearly that is the bottom line. As Sir Roy
McNulty said, we are not in a position currently
where we believe safety is compromised. I believe he
said, “We are not here today; we are not here
tomorrow”, and that is first and foremost among the
motivations for driving this forward, both politically
and at oYcial level. We are very aware that,
unchecked, there could be an implication for safety
and that is exactly why we are absolutely focused

and determined not to allow that to happen. It is not
just a question of having this meeting on 9 February.
The UK is taking a leading role now on a number of
practical changes to raise the game with EASA, in
particular looking at governance and the manpower
issues which have been a key part of their delivery.
There is, of course, an urgent evaluation taking place
on their financial situation as well.

Q601 Clive EVord: That was my next question. Do
you think that EASA can become fit for purpose in
time and, assuming that the answer to that is yes and
that we are engaging with them, what needs to be
done to ensure that comes about?
Ms Buck: Yes, I do believe it can be made fit for
purpose and it is still relatively early days. That is not
detracting from the seriousness of the concerns that
we have but it is early. It is very important also just
to pull back a little bit and say that there is not an
alternative. We started from the point of view of
having a number of co-operative arrangements on
the European aviation scene but at the level of
national bodies, the Joint Aviation Authorities,
which eVectively were becoming unfit for purpose
themselves because they lacked the legal basis for
carrying out some of the regulatory functions that
we needed to have. We are not starting at the point
of saying can we pull back from having a European
approach to a number of thesemeasures.We have to
have one. The previous one was not delivering at a
time ofmajor changewhat everybody regarded as an
important development towards the single
European sky and so we moved into EASA. We
have found a number of early diYculties, some of
which, such as the relatively short start-up time and
so forth, gave EASA a bit of a struggle in itself but
there are also some real structural diYculties that we
want to overcome.We are confident that they can be
overcome because they have to be overcome and the
CAA will work with us as a department and
politically to make sure that happens. I say to the
Committee that the Secretary of State has made
crystal clear that if there is the slightest doubt that
safety is in danger of being compromised the CAA
will step in and ensure that functions are carried out
in the country.

Q602 Clive EVord:TheCAAhas identified a number
of ineYciencies in relationships between the CAA
and EASA and some organisations have expressed
concerns that there may be double charging as a
consequence of that. Can you tell us what the
department is doing in order to ensure that the
British air industry is not disadvantaged as a
consequence of that?
Ms Buck:We have not seen any evidence of double
charging. In fact, the way it works is that the CAA
is carrying out some functions on behalf of EASA
because EASA is not yet in a position to carry those
out, but then the CAA charges EASA for those
functions so there is not double charging. I think
industry was looking, and quite legitimately
continues to look, for there being some financial
advantage in the medium term as there are
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economies of scale from operating some of these
provisions at a European level. We have not got
there yet but that is one of the promises.

Q603 Clive EVord: The industry is concerned that
there is the potential for that as responsibilities
transfer and they want to see a corresponding
reduction in costs and the Department is aware of
that presumably.
MsBuck:Yes, absolutely, but there is no evidence of
double charging.

Q604 Clive EVord: There are also concerns about
staYng around EASA in the fact that the slowness
with which it has got oV the ground has led to a lack
of expertise in its employees. Do you have a
comment on that?
Ms Buck: Clearly that is part of it. Manpower and
budgets are elements, are they not? They are very
much at the heart of our concerns about the way
EASA is operating. It would be fair to say that more
recently there have been some signs of grappling
successfully with those problems. There have been
issues aboutwhether some people want to transfer to
Cologne or not; there have been some issues about
whether the qualifications that are required by
EASAfit the profile of the highly skilled operators in
this country because of the formal nature of the
qualifications required by EASA. We are working
very closely on overcoming those. I think there have
been some recent signs of improvement.
Mr McMillan: The agency is roughly halfway
towards achieving its desiredmanpower level andwe
have seen recently some encouraging signs of, for
example, UK experts taking up positions. The point
I would add to what the Minister has said is that we
need to realise that the pool of regulatory specialists
in Europe is quite a small one and it is essential that
that pool is retained either within the national
aviation authorities or in EASA to ensure we have
safety.

Q605 Chairman: But are you really saying, Mr
McMillan, that it is not happening? The answer to
the question that Mr EVord has posed is really that
as an agency it only has one or two minor problems:
it does not have enough money, it does not have the
right staV, it is not appointing the right people, it is
not at all clear what its remit it, but apart from that
it is doing very well?
Ms Buck: The problems you have just identified are
the problems which need to be resolved, Chairman.

Q606 Chairman:But onwhat timescale? Forgiveme,
but we are not talking about buses running down
Oxford Street. We are talking about safety across
not only a capital city but across an island which is
extremely full of people and where somebody may
make amistake because someone else in Brussels has
not managed to find one of these limited number of
regulators to appoint. It is not going to wear very
well with the people who are underneath when
something goes wrong.

Ms Buck: No, and, to be fair, I am not arguing for
one second that we are painting a portrait of an
organisation which is doing very well despite all
those problems. It is not doing very well.

Q607 Chairman: I would hope not, Minister,
because you would have a little bit of scepticism to
deal with.
Ms Buck: That is scepticism shared. It is not fit for
purpose at the moment. We recognise that picture
painted by Roy McNulty. The Secretary of State at
a senior political level is actively engaged in working
with the Commission and with other European
partners who probably started oV not fully
recognising this time last year that we were heading
into diYculties but who are increasingly coming to
the table and wanting to sort a solution out.
Chairman: It is not exactly rapid, is it?

Q608 Mr Scott: I have some concerns. As you will be
aware, when you look back to April 2004, a jumbo
jet en route fromGermany to an air force base in the
United States was over-flying, as it happens, my own
constituency with many others, and instead of being
diverted to the airport which is usually designated
for emergencies, which is Stansted, it was, with one
engine down, three engines with a lack of thrust,
diverted toHeathrow. If we are talking about EASA
not being fit for purpose or lack of safety measures,
and I appreciate these thingsmight take time, do you
not think that the people whose homes that plane
was flying over have a right to know (a) what was on
it and (b) why it went to Heathrow?
Ms Buck: I will ask Mr McMillan to answer on the
detail of that incident.

Q609 Chairman:Mr McMillan, do we know about
this one?
Mr McMillan: This was an incident on which there
was a recent report by theAirAccident Investigation
Branch which made some recommendations which
the Civil Aviation Authority are urgently and
carefully reviewing to see whether the current
guidance which is given to air traYc control staV in
this country is adequate or whether it needs to be
changed. The fact of the matter is that on a tactical
level it is always going to be for the air traYc control
staV to take decisions about what the right thing to
do is in a particular incident. This is certainly
something which is being urgently reviewed as to
whether the procedures which are currently in place
are the ones which should remain in place in the
future but, let us be clear, that is not something
where competence has been transferred to EASA.
That is a matter which is purely and simply for UK
instances to decide.
Chairman: And you have taken that on board.

Q610 Mr Goodwill: When you were signing up to
this EASA transfer of competences did anyone in the
British Department for Transport and in any of the
other Member States forecast that these problems
might occur?
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Ms Buck: Let me start by repeating that it is
incredibly important to say that EASA has come
into being because we did not believe, and it was a
broadly based belief, that the previous systemwas fit
for purpose. What we now recognise and did not
recognise this time last year—although it may be
that there was departmental knowledge that I do not
have—is that the kinds of structures of governance
for EASA, which are very much an EU model, were
not really appropriate for some of the demands that
we placed upon it for aviation purposes. There has
been a very sharp learning curve in all of that. Some
of those issues around staYng and finance I do not
think would have been predicted. It is important to
say that the Secretary of State again has made very
clear that there have been no further transfers of any
functions whilst we remain unconvinced—

Q611 Chairman: Yes, but we have taken evidence
that in fact what is happening is that the CAA is
losing people. It is what happens whenever you have
put a blight on anything. It does not matter whether
it is a school, a hospital, whatever it is. If you say, “In
the next four or five years this place is going to cease
to operate”, people, particularly ambitious, sensible
peoplewith ability, just put their coats on and go and
we have taken clear evidence that the CAA is losing
people because they do not know what the future of
their organisation will be. Simply saying, “We are
not handing over the power until we know you are
capable of doing it”, is not only not a common sense
response but it also happens to be a little bit tardy if
you have already said, “However, we are handing
over most of the tasks in the not far distant future”.
Ms Buck: I accept that. There is a very diYcult
balancing act to be struck. My understanding of the
evidence Sir Roy McNulty gave was that the
continuing principle is a future for EASA and
therefore that process of changeover is always—

Q612 Chairman: I hope you will say to this
Committee that the Secretary of State will say very
firmly, “No further transfer of powers”—
Ms Buck: Yes, he has.

Q613 Chairman:— “will be handed over in any way
to this inadequate organisation which could put at
risk any of the safety of the people of the United
Kingdom”.
Ms Buck: I think I can say that without
equivocation, Chairman.

Q614 Mr Goodwill: You say you would not want to
compromise safety but in his evidence Sir Roy
McNulty made the point that other countries have
much lower standards of safety thanwe do and there
will be some averaging out. By inference the point
was that evenwhenEASA is fit for purpose therewill
be some diminution in the level of safety in this
country. Are you happy to see that happen,
Minister?

Ms Buck: I will ask Mr McMillan to contribute but
let me start by saying that the line of that argument is
at least equally applicable to the system that existed
before EASA. If one is arguing that there is a
variation of performance—

Q615 Chairman: No, Minister, forgive me. The
diVerence was that these were voluntary standards.
The JAA, I think Mr McMillan will have told you,
was a diVerent animal.
Ms Buck: It was a diVerent animal, yes.

Q616 Chairman: It was agreement and everybody
loved everybody else and eventually you came up
with some mixed mess or whatever but the reality is
that we are now dealing with an organisation which
has the power to order countries to comply with its
rules, and the point Mr Goodwill is making is a very
sensible one: are you going for the lowest common
denominator are you accepting that that will be
lower than our existing safety standards? Mr
McMillan, do you want to have a stab at that, if I
may use such vulgar language in relation to the
Department for Transport?
MrMcMillan: I do not think we are heading for the
lowest common denominator. What we are heading
for is a legally based European Union-wide system
which is going to ensure high levels of safety across
the European Union. I do not think ministers in this
Government or ministers in any other governments
in the European Union would subscribe to “let us
join together so that we can lower aviation safety
standards”. That is not what we are trying to do and
that is not what EASA is designed to do. There are
clearly some quite diYcult transitional problems
which need to be tackled very energetically and
urgently but this is a system which has the capacity
to be as robust, for example, as the much lauded US
federal aviation administration on the other side of
the Atlantic. It has the potential to have many
advantages. We are not realising them yet.
Mr Leech: As well as suggesting that we should not
be transferring any other work to EASA until they
are able to do it, should we also not be in a position
where the CAA should not be running down certain
of its departments becausewe have been told that the
Safety Research Department has been run down in
anticipation of EASA taking over those services but
yet EASA are not providing that work at the
moment?

The Committee suspended from 4.01 pm to 4.11 pm
for a division in the House

Q617 Mrs Ellman: We have had information that
the CAA is running down its Safety Research
Department in anticipation that EASAwill take that
over. Are you aware of that?
Mr McMillan: As I understand what the CAA is
doing, after consultation with the industry, which
eVectively pays for the research which the CAA
contracts for, it is running down research in those
areas where competence will be passing to EASA.
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Q618 Chairman: I am sorry; we need to be clear
about this. Which areas are those?
Mr McMillan: The areas which are being passed to
EASA, for example, certification and airworthiness,
research in those areas it has run down and so the
industry will not be paying twice, if you like, for
research. They will continue research, in my
understanding, in other areas where they have been
active but they will not conduct research in areas
where EASAwill be active. The unfortunate part, as
I am sure you well know, is that EASA is not yet
active in those areas of research.

Q619 Mrs Ellman:Are you saying then that in these
areas the research is being run down before EASA is
doing that research itself?
MrMcMillan:As I understand it that is the position
on a temporary basis and the CAA has been
encouraging EASA to get its act together and to
start a research programme in those areas.

Q620 Mrs Ellman: But who decided that the CAA
should run down safety work before EASA was
undertaking it?
Mr McMillan: The decision was taken by the CAA
in consultation with industry, as I understand it.

Q621 Mrs Ellman: Did the Government have any
role in that?
Mr McMillan: I honestly do not know. I do not
believe we were consulted. If I am wrong we will
certainly write to you.

Q622 Chairman: You do know there is a problem
with certification, did you not, MrMcMillan? There
is a problem with certification and that is well
known, is it not?
Mr McMillan: There is a problem with certification
in the sense that it has passed to EASA and they are
not doing the research, yes.

Q623 Chairman: No, in the practical sense that
EASA is not performing the role of certification in
the way that the CAA have been doing. It is not
providing the same level of speed and eYciency and
performance.
Mr McMillan: I am sorry; I misunderstood the
question. Absolutely, there is a problem.

Q624 Chairman: Then surelyMrs Ellman’s question
is even more relevant. Why did the Government,
knowing that there was a problem in this field, not
say both to the CAA and to EASA on the one hand,
“Why are you running down research?”, and on the
other hand, “Why are you not appointing suYcient
people to deal with this?”.
Mr McMillan: The position is that we have not
encouraged the running down of research. Our
expectation is that research should be continued by
the organisation competent, be that the CAA or
EASA. We need to ensure that that is happening.

Q625 Mrs Ellman: Yes, but, Mr McMillan, can I
stop you? The problem we have identified is that the
CAA has stopped doing this work before EASA
have taken it on themselves. Was the Government
aware that that was happening?
Mr McMillan: I became aware of it recently, is the
answer to your question.
Ms Buck: We know that this is at the heart of our
dilemma, that we are in a process where EASA is
taking on certain functions but in this first year of
operation it has become apparent very quickly that
there are delays and diYculties in delivering on key
areas. The almost day-to-day balancing act that has
to be undertakenwith theCAA is howdo you ensure
that EASA is brought up to fitness to function and
that there is not a double burden on industry and so
forth without compromising the safety work that is
going on in this country? There is not a magic
solution to this, as Mr McMillan has already said.
There is not an unlimited pool of resource and of
expertise out there so this is a very fine balancing act
that is going on at the moment.

Q626 Mrs Ellman: The decision, it appears, was
taken by the CAA but would you not feel that the
Government should have some involvement in this
area on the principle that surely it should be
concerned if the CAA is stopping its safety work
before EASA is taking it on itself, and the same
could apply in other areas?
Mr McMillan: Many of the problems which the
Committee is very rightly raising today are problems
of transition. It is absolutely clear that the transition
has not been as well handled as it should have been
and that is deplorable. What has now happened is
that a transition working group has been set up
involving all the national aviation authorities in
EASA and it is led by the UKmember of the board,
I am pleased to say. The aim of this is to ensure that
the kind of lacunawhich you have lit upon here is not
allowed to continue, that there is proper planning as
to who is going to be doing what during this
transition period and that it is properly managed. It
would have been excellent had this transition
working not been necessary and had the secretariat
of the agency been better able and perhaps more
resourced to do this work for themselves. That is not
the position we have found ourselves in so we are
taking urgent remedial action to put this right. That
is the position we are now in. It is a transitional
process which we need to have managed very
eVectively.

Q627 Mrs Ellman:Are there any other areas of work
where you think these transitional problems are
being encountered?
Mr McMillan: The main other area which is of
concern is the central one of manpower planning
which the Chairman and others have been referring
to and that is one which is being tackled, as I say,
early and objectively.

Q628 Mrs Ellman: Does the Department have any
concerns about lighter touch regulation?Do you feel
that could compromise safety standards?
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Ms Buck:Wewould argue that that is not a term we
recognise. The CAA regulatory regime is about
being risk focused. “Lighter touch” implies a
reduction. It is an appropriate use of resources and
a far better way to proceed to ensure that in general
you target your work at those operations where
there are reasons to believe there are risks.

Q629 Mrs Ellman: But could a risk-based approach
not lead to problems even if those problems only
manifested themselves later on?
Ms Buck: It is a question of where the balance is
struck always, is it not? The CAA has to balance a
number of competing interests and pressures, safety
being absolutely paramount. I think we all agree,
and I am sure the Committee would agree, that the
industry is certainly concerned that there needs to be
a recognition of costs and that those costs are not
passed on and borne by the industry, and therefore
having an equal regulatory regime for some of those
areas of service that have a distinguished record and
where there are no reasons to believe that they are
falling into a high risk category would not be a
reasonable use of resources.

Q630 Mrs Ellman: How is this required 6% annual
rate of return from the CAA justified?
Ms Buck: The 6% rate of return is predicated upon
the capital resource that the CAA has and its
exposure to its pension entitlements and its other
liabilities and we consider that to be reasonable for
the nature of the business.

Q631 Mrs Ellman:When was this last considered?
Ms Buck:We will check and let you know.

Q632 Mrs Ellman: The CAA is the only European
aviation regulator that is self-funding, is it not? Are
there any plans to look at that again?
Ms Buck: My understanding is yes, but what we
understand to be the case is that a number of other
European countries are beginning to look at that,
and obviously EASA itself is a kind of step in that
direction because those costs are passed on to
industry.
Mr McMillan: Funding models do vary across
Europe and it is true to say that the CAA is at one
end of the spectrum where all costs are recovered
from those entities which enjoy the benefits of their
regulation. For example, the French Government,
the DGAC, is now charging the French industry for
certification activities, for safety regulation
activities, and I know that other countries are
looking at the same thing. Of course, to the extent
that EASA does come into play there is, there is a
fees and charges regulation which will apply across
the whole of Europe, so for many countries they will
be facing charges and fees for the first time for these
activities. The tendency is to move towards user
paying as opposed to government paying.

Q633 Chairman: So the simple answer to the
question is yes, it is true that the CAA are the only
people who are charging?

Mr McMillan: Fully, yes that is the truth.

Q634 Mrs Ellman:How do you know that the CAA
are eYcient?
Ms Buck: The CAA is tasked with a number of
responsibilities, including ensuring that it bears
down on costs. It has set a number of objectives in
that respect, and indeed in the current period the
expectation is that costs will be kept below the
current level of inflation, so that is a requirement,
and industry itself expresses a view on costs and does
so both directly to the CAA and to me. The CAA
also was a party to the Hampton Review of
Regulation and is playing a very important role in
the whole Better Regulation framework.

Q635 Mrs Ellman: It has been put to us that the
CAA is over-reliant on the airlines because of the
funding structure. Would you share that view?
Mr McMillan: I do not know if that evidence has
been put to you by the airlines. I rather doubt it. The
fact of the matter is that the CAA has a strong
reputation for independence and integrity. It gets its
revenue from a variety of sources. Yes, clearly, a
very large proportion of it comes from the airline
industry but I think the airline industry would
consider that they have a robust regulator atop
them.

Q636 Mrs Ellman: Would you say that general
aviation has been given a fair deal?
Ms Buck: I think that question is partly springing
from the fact that they expressed a number of
concerns about the safety charges review. General
aviation I think is a very welcome and very
important strand of the aviation sector and what I
do think is very helpful is the fact that the CAA has
decided to proceed with the regulatory review and
also the general review of general aviation over the
coming months. I think that is very helpful. It is a
very good time to take stock. In the representations
that have been made to me by general aviation there
was a sense of, “We are making an important
commitment here to the economic activities that we
undertake through training and so forth but nobody
really recognises and appreciates what it is that we
do”. That is anecdotal but it is important that that
evidence is marshalled and put forward and I think
that the review that the CAA will undertake will be
very helpful in benchmarking that cost.

Q637 Mr Wilshire: Can I go back to the safety
issues? Mr McMillan has told us that in respect of
the rundown of the safety issues research he only
became aware of that recently, I think were the
words he used. Could he tell us exactly when he
became aware and how he became aware?
Mr McMillan: You are testing my memory, Mr
Wilshire. I think it was in connection with this
inquiry.

Q638 Mr Wilshire: So until we conducted an inquiry
the department was blissfully unaware that there
were safety problems?
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MrMcMillan: I do not think that is what I said, Mr
Wilshire. I said I was unaware of the particular fact
of the rundown of safety research in relation to the
matters which we were talking about earlier.

Q639 Mr Wilshire: Have you given instructions to
the CAA to resume that work until somebody else is
able to do it?
Mr McMillan: No.

Q640 Mr Wilshire: I think this is something which
we need to look at in the context of the transition
planning which I was talking to you about. If it
proves that that is not going to be an acceptable
solution then clearly we will need to go back to the
CAA on that issue.
Ms Buck: It is important to point out that there is a
diVerence between the safety research and the
certification. I am pleased again that Roy McNulty
has assured us that in his view, the CAA’s expert
view, safety is not currently being compromised. He
said, “Not today and not tomorrow”. That is advice
that we take very much to heart. We want to make
sure, and the CAA wants to make sure, that EASA
delivers eVectively and we will not seek a safety
compromise in that process but we are in a dynamic
situation. We are driving this forward, we want to
see the CAA work. If necessary we will pull stumps,
we will do what we have to do here, but at the
moment, and we have a meeting set for next week in
the middle of these negotiations, the absolute
priority is to drive forward andmake sure that those
functions that are appropriately being moved
towards the European level are moved.

Q641 Mr Wilshire: I am grateful to the Minister for
saying that because this is the very point I want to
come to next. On both occasions you have correctly
quoted Sir Roy as saying, “Not today, not
tomorrow”. You then said that he had indicated that
at some stage in the future safety could be
compromised. My language, because I specifically
asked him about the 70,000 constituents I represent
who are smack up against the boundary fence, was,
“Perhaps it is not tomorrow or the day after but will
there come a point when their safety is
compromised”—not “could be”; “is” was what I
asked—and the answer I got was, “Yes”, so we are
not talking about hypothetical; we are talking about
something that in his view will happen, and you then
have gone on to say that the CAA will step in. I am
delighted at that, that is exactly what should happen,
but the question I want to ask you is, are you certain
that the CAA has the power to step in now Brussels
has got involved and, secondly, have you yet
instructed them to step in should it become
necessary because my 70,000 constituents are going
to become very worried shortly?
MsBuck:Absolutely. I have no reason to doubt that
the CAA has the capacity to take what action is
necessary.

Q642 Mr Wilshire: Capacity or authority?
Mr McMillan: Authority as well, if we were
persuaded the system was not working.

Ms Buck: The Secretary of State has also left us in
no doubt that that is his intention. There was no
equivocation in any of this. We want EASA to work
but if we are at a point or close to a point where we
believe that safety is being compromised, and we are
not there now, we will take what action is necessary
and we believe that we have the resource and the
capability to do that.

Q643 Mr Wilshire: How long are you prepared to
give EASA to sort themselves out before you take
action?
Ms Buck: Do not forget that there are a number of
diVerent strands within EASA to be delivered. To be
fair, we have a very high level meeting next week. I
do not think you can set an arbitrary deadline for
this, I really do not.

Q644 Mr Wilshire:Why not?
Ms Buck: Because it would be arbitrary, by
definition. I am not sure that I can sit here now and
say to you, “This is the kind of deadline we will set”.
The point is that this is under constant review. It is
constantly being assessed within the department and
within the CAA and if we believe that we are at a
point where any of those processes, certification or
regulation, are compromising safety then we will
take what action is necessary.

Q645 Mr Wilshire: But if you are not prepared to set
a deadline it sounds remarkably tome as though you
are saying that what you will do is wait until it
becomes dangerous and then do something about it.
Ms Buck: No. I absolutely refute that. I cannot sit
here now and say to you, “This is what the deadline
will be”. After next week when we have had the high
level meeting we have a number of processes in train
at the moment that Mr McMillan has outlined to
deal with budget issues, to deal with manpower
issues, which are very much at the heart of what is
going on up here, and we have to assess in almost a
daily process how that is being delivered.

Q646 Chairman: It is clear now what the position is
but I am sure Mr McMillan also accepts that the
Committee are very worried about this and when we
are preparing the report it would be extraordinarily
helpful if we could have a note after that meeting
with some indication of what the Department has
agreed and where it thinks it is going. Otherwise,
frankly, this is something we are going to return to
again and again.
Ms Buck: No problem.
MrMcMillan: I wonder if it would help, Chairman,
if I were to oVer you a note which sets out not only
the outcome of that meeting, which I hope will take
us forward, but also the range of activities that we
are engaging in to try and address this issue
collectively because I think you can get a better
picture of what is going on if we do not limit it just
to that one thing.
Chairman: I am all for better pictures,MrMcMillan.
Clive EVord: I am not asking for a response to this
now because you have asked the Department to
write to us, Chairman, but one of the points I want
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to stress is that we have received evidence from an
aviation safety expert that EASA has not even
published a budget for its research, which is an area
of concern if they have not even set out the money
they intend to invest in that area of research, and yet
the CAA has transferred that responsibility to them.

Q647 Chairman: Point taken, Mr McMillan? Note
included.
Mr McMillan: Absolutely, Chairman.

Q648 Graham Stringer:Can you tell us what there is
about the aviation industry which requires a
regulator to be a completely diVerent structure from
anywhere else in theUK, ie, the CAA is an economic
regulator, a safety regulator, it does all sorts of
things that regulators in other parts of the economy
cannot do? What is it about aviation which
determines that it should have a regulator structured
in such a way?
MsBuck: I supposemy best answer to that would be
to say that probably the safety agenda is of such a
diVerent order and such a priority that we have seen
it as necessary and desirable, and believe it has been
eVective, that the economic and safety regulations
are combined in a single organisation.
Mr McMillan: The question is interesting: what is
there specifically about this industry which requires
it to be regulated in a diVerent way? I think there are
various strands to that.One strand is, as theMinister
says, that it is an industry where there is a peculiar
interplay between economic regulation and safety
regulation and we need to get those two things very
carefully together. It is also an industry where there
is a very large international aspect to the activities
which it engages in and, although that is true, I am
sure, of other industries, I think in the aviation
industry it plays a particularly large role in it and
that means that there are many opportunities to
learn from the economic side, the consumer
protection side and the environmental side of a
single body. Also, frankly, it has grown up that way
and it has proved to be a very robust and eVective
model.

Q649 Graham Stringer: Those are interesting
answers, but we have heard evidence from the
piloting by other people that there is a conflict
between safety regulation and economic regulation,
that the economic regulator is saying, “We want
fewer delays at peak time so you have got more
capacity”, whereas safety considerations might be
diVerent and regulating air space might have a third
consideration. It is odd in that situation that they are
in the same organisation where there are conflicts
which are determined by one person. Usually safety
is separate, is it not, or in one body?
Ms Buck: It is absolutely inevitable that there is
always going to be some form of critical tension
between a number of diVerent objectives. The
argument is, I suppose, whether the addition of
another layer of cost and bureaucracy would be
cheaper for industry and more eVective at delivering
what has been handled in the safety regime, and I do
not see any reason to think that that is the case.

Q650 Graham Stringer:Why do you not think that
is the case when you have said, and everybody round
this committee will agree, that safety is paramount?
Is it not more likely to be more eVective, if safety is
paramount, if there is one safety body whose only
function and task is to look at the safety of the
industry?
Ms Buck: I do not really see why that should be the
case. It is very much an argument where, with the
safety agenda coming first, it has to be assured
within the industry that the economic and costs case
does not compromise safety and vice versa. That
tension is going to exist. In eVect, if I can just turn
this round, I think the case would have to be made
persuasively on the basis of track record and the
presentation of an argument that an alternative
would be better. I have not seen that. If that
argument were to be made then no doubt this would
be something that we would all reflect upon.

Q651 Graham Stringer: People in evidence have
made that argument and there have been other cases
in other transport industries where the safety
regulator has been pushed to one side because there
were other considerations involved. I am thinking
about the Health and Safety Executive which the
Government decided to take out of rail regulation
because the man in charge of it was basically pushed
to one side. Both in principle and in practice there
have been problems. I am surprised, though I do not
want to use any pejorative terms, that you are
relaxed about them being in the same structure
when, in answer to the first question, you could not
really give a reason as to why they are together in the
first place or that there are any real benefits of that.
Ms Buck: I would not describe myself as being
relaxed. What I would say is that if the system is
working well, has an excellent track record and is
held in very high esteem across the board there must
be a robust case for making changes. I am not saying
those changes can never be made and that a robust
case will not appear. All I am saying is that I do not
think that is the case at present and in the rail
industry we are turning back in the other direction.

Q652 Graham Stringer: You have read the evidence
to this Committee, I take it, for this interview?
Ms Buck: I have read a lot of the evidence.

Q653 Graham Stringer: So you have read the
evidence where some of our witnesses are saying that
at least two of the four airports that are now
economically regulated could be taken out and it
could be left to themarket to determine their landing
charges. Do you have a view on that?
Ms Buck: As a Department we have not been
approached on that issue. I think you are talking
about Stansted and Manchester.

Q654 Graham Stringer: That is correct.
Ms Buck: There were some criteria set out about 10
years ago which were eVectively what would be used
to judge whether there was a case for de-designation,
looking at profitability and the extent to which the
monopoly existed. It would be for those airports to
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come forward with an argument for de-designation
and it may well be that that case could be made. We
would have to be assured that the model for
competition was there and proven and that it could
be tested against that, and also that in a very rapidly
changing situation, as outlined in the Air Transport
White Paper, we would not then be called upon
perhaps a few years down the line to re-designate. If
all those criteria were met there is not in-principle
opposition.

Q655 Graham Stringer: But that might be a good
idea, might it not, to be able to re-designate to test
the system and see if there was any abuse of a
potential monopoly system, so you would be able to
look at which way landing charges were going and
whichway the price of tickets was going?Would that
not be a good idea?
MsBuck: It has merit and I think uncertainty can be
set against that. What I welcome is the fact that the
CAA are carrying out a market analysis to see
whether those conditions exist. I think that is going
to be a very interesting piece of work so let us review
it. As I say, it is for those airports on a set of criteria
which are out there to come forward and say, “Is this
something that you would want to consider?”, and
that may be the case.

Q656 Graham Stringer: Do you think it is a good
idea, as again some of our witnesses have said, if
BAA, which is clearly a monopoly in the London
area, was broken up into three separate companies
based on Gatwick, Stansted and Heathrow?
Ms Buck: The question is, would that introduce
competition, and I am not sure in the position of
those London airports that that would be the case.

Q657 Graham Stringer: Do you not think that if
Heathrow and Gatwick were separate companies
they would not compete for traYc and airlines?
Liverpool and Manchester compete, Birmingham
and East Midlands compete. In a much bigger
market why would Gatwick and Heathrow not
compete on price?
Mr McMillan: I suppose it is possible that
competition between those airports might intensify
if they were in diVerent ownership. There are lots of
issues which are raised.

Q658 Graham Stringer: There is no competition at
the moment because they are the same company, so
it would not intensify; it would begin.
Mr McMillan: Those airports do have other
competitors in the London market which exist, but
I do take your point. There are other issues which I
think Ministers would want to reflect on, although
this is no longer a matter of ministerial discretion;
this is mostly a matter for the competition
authorities. Under the Enterprise Act it is for the
OFT tomake a recommendation to the Competition
Commission as opposed to ministers intervening in
the market in the way you suggest.

Q659 Graham Stringer: BAA do take a lot of notice
of the Department’s views. They are interested in
whether the Department has a view, if not the
responsibility.
MsBuck: I am sure they are but part of the principle
of the Enterprise Act is that we feel it is not
necessarily appropriate for the department to be
giving a steer on something like that.
MrMcMillan:The final point I want to make is that
one of the key considerations, if we amended it,
would be what arrangement of ownership in the
London system is going to give you the necessary
capacity in the quickest time that you can deliver,
because one of the key issues for the south east is to
get more runway capacity into the system? One of
the key questions would be to decide whether you
would secure that more quickly by having airports
in common ownership or airports which are
independently owned. That then plays back into the
decision which the CAAwill be taking in due course
as to how we are going to treat the three airports as
part of this quinquennial review.

Q660 Graham Stringer: I will resist sayingwhat I was
going to say on that. Perhaps I should not resist.
BAA took a view that they would wait until the
Department had decidedwhere they wanted the next
runway in London. I would have thought if it had
been three airports operating separately they would
all have wanted extra runway capacity. Would you
not?
Ms Buck: I think this is a slightly hypothetical
question.
Graham Stringer: It would be an odd business that
did not want to grow with extra capacity.
Chairman: Unless it was rail.

Q661 Graham Stringer:My final point is that I did
not quite understand the answer to Mrs Ellman’s
question about the 6% return.When there have been
no assets transferred to the CAA for 30-odd years
and there is a 6% return still paid by the industry, is
that not an excessive burden when most other
industries would have written oV those assets a long
time ago? Is it not an unfair burden on the industry?
Ms Buck: You test my knowledge to its limits.

Q662 Chairman: Mr McMillan, why does this
Treasury still want to get its sticky fingers on
somebody else’s money?
Mr McMillan: I am no accountant but, as I
understand it,—
Chairman: I do not think you have to be an
accountant to understand that theory.

Q663 Graham Stringer: You would not normally
have expected at that rate the assets to be paid oV in
less than 20 years.
Mr McMillan: As I understand it, it does apply to
current capital employed. Imay bewrong about that
and if I am I will send you a note. The sums involved
are not huge but I do accept that the industry is not
content for those sums to be levied. There have been
occasions in recent years when the requirement to
earn that rate of return has been eased and the rate of
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return monies which have been generated have been
used for purposes which I think the industry has
found generally beneficial, for example, to pay for
some transition costs on EASA and so on. There are
points of principle but there are also points of
materiality here.

Q664 Graham Stringer: Do you think you could
send us a note on that?
Mr McMillan:With pleasure.

Q665 Chairman: I want to bring you on to assets.
The National Audit OYce do not have a look at
anything the CAA does and we are told that this is
because, of course, it is sui generis. Why is it diVerent
from other independent regulators who also self-
fund?
MsBuck:As I understand it, theNAO proposal was
not supported by the Government and it is being
strict that the regulator is not funded by public
money other than for very specific tasks that it
undertakes for the Government for which we pay it.
There is a wide range, some of which I have already
outlined, of diVerent means by which its work, its
financial structure and so forth can be held to
account and external auditors appointed by the
Department to scrutinise its finances, its annual
report brought to Parliament through the Secretary
of State and the Department playing a key role in
relation to executive and non-executive directors.
We think that that range of functions is properly
fulfilled at the moment.

Q666 Chairman: There is not any very clear
transparency. Why should they not have a regular
independent review of the charges?
Ms Buck: Charges for what?

Q667 Chairman:NATs, for example, says that there
ought to be scope to reduce costs. TheNAOdoes not
look at this. You are saying that they have an
auditors’ report. Well, of course, many companies
have an auditors’ report but this particular
organisation is fulfilling a very diVerent function
from any other. Why should there not be a totally
independent assessment of how it is operating and its
cost base if the Government is not prepared to
accept that the National Audit OYce, which is the
normal gatekeeper, should be allowed to come in
and ask the awkward questions?
Ms Buck: They are expected to be tackling the issue
of costs. They have been set a very specific
requirement to reduce costs.

Q668 Chairman: But there is no-one who checks the
basis on which that is assessed.
Ms Buck: I think I would argue that there is a high
degree of transparency in the way this is conducted,
and they are under an obligation to be open and
transparent and industry has not only the
opportunity to be involved and to contribute
directly to that but also through this Department.

Q669 Chairman: The CAA has a responsibility to
advise the Government. Do they respond to
Government inquiries or do they routinely tell the
Government what is of importance in aviation?
Ms Buck: Neither and both. It is a two-way
dialogue. There is a constant process by which the
Department atministerial and oYcial level is seeking
reports on how they carry out a range of functions,
which include cost control, and they advise the
Government about how they are going about that.
In addition to that we see representatives of industry
who make their case.

Q670 Chairman: Yes, but British Airways had a
whinge, saying that they go well beyond their formal
remit as an adviser to the Government, “It is not
clear it has always been asked for, why should we
pay for it?”. They did not put it in quite those terms
but that is what it came down to.
Mr McMillan: As the Minister said, there is a very
detailed and very open process whereby the industry
can challenge the CAA in each of the areas of
regulation on why they are spending what they are
spending, on why they are deploying the resources
that they are deploying, and if they felt, for example,
in that particular case that theCAAwere conducting
policywork on behalf ofGovernmentwhichwewere
not reimbursing them for, it is entirely open to
industry to challenge that funding with the CAA,
and I have no doubt that they would do so.

Q671 Chairman: You did say at one point as a
Department that you were going to change the
system of mandatory referral to a Competition
Commission.
Ms Buck: We did say that and there was a time at
which there was emerging consensus that that might
be an appropriate way to go forward.

Q672 Chairman: So the Government changed its
mind, did it?
Ms Buck: I think the consensus broke down, to be
fair, so that it would probably not be wise to go
ahead if there was not some degree of support for a
particular direction of travel.

Q673 Chairman: But that is the only reason, that
consensus broke down?
Ms Buck: It is the only reason that I am aware of.

Q674 Chairman:We have, not surprisingly, heard a
number of real worries about the CAA and its
environmental role, whether it is conscious always of
the need to include environmental problems in its
assessments, whether it is conscious enough of its
responsibility to keep people informed, whether it
takes suYcient account of environmental aVairs.We
have also been told that, of course, in 20 years it is
going to be a completely diVerent organisation.
Do you think they are going to get new roles and
powers in terms of minimising and mitigating
environmental impacts?
Ms Buck: The CAA is explicitly required to identify
and review significant environmental aspects of its
work. The particular relevance of that is—
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Q675 Chairman: It seems to me there is some
ambivalence on its part, is there not? Sometimes it
will account to us and say, “Yes, we have an
environmental responsibility”, but when it is dealing
with individual local authorities perhaps or others
who seek some guidance it tends to give the
impression that it is saying, “Not us, guv”, in
regulator’s language, of course.
Ms Buck: I am very clear that the guidance we gave
to them in 2002 makes it clear that they should do
that. One of the things that I understand they are
currently doing is drawing up their own guidance on
the proposals of air space changes as well, the
particular strand of it that is of concern to people, so
that that environmental dimension is drawn out and
emphasised. I am absolutely clear that, as aviation
has grown (and is set to expand in the White Paper)
that getting this right is critically important and that
there is not going to be an opportunity for
environmental considerations to slip down the
agenda.

Q676 Chairman:You do not think there is a conflict
between an obligation to ensure that public demand
for air transport services is satisfied consistent with
good safety and their role as an environmental
policeman?
Ms Buck: As with previous issues, I think the fact is
that all these things are in tension. There is an
economic benefit to aviation; there is huge public
demand out there for aviation. There is also an
absolute bedrock expectation that safety is
paramount and there is a growing and real and
serious concern about the environmental impacts of
aviation which has to be addressed. Those criticisms
cannot always be reconciled to everybody’s
satisfaction in one policy but all three of them (and
others too) essentially have to be kept in a proper
balance over time.

Q677 Chairman:The CAAdoes not have a statutory
obligation to keep local authorities aboard and
consult them, does it?
MsBuck: I do not believe it is a statutory obligation.
It is guidance that we require them to take account
of.

Supplementary memorandum submitted by the Department for Transport

When I appeared in front of the Committee on 1 February, I promised you notes on a number of issues.
Please find these below.

(i) EASA: Actions Taken to Improve Performance, andMeeting on 9 February

1. This note describes various actions the Department for Transport (DfT) has taken over the last twelve
months, working closely with the Civil Aviation Authority (CAA), to seek to improve the performance of
the European Aviation Safety Agency (EASA). They should be seen against the backdrop of several
representations and statementsmade by the Secretary of State for Transport about his concerns over EASA,
and his reluctance to agree to extend the scope of the Agency’s activities until it is discharging its existing
functions satisfactorily. The note concludes with an account of the meeting on 9 February 2006 between the
Chairman of the CAA, the Director of Aviation in DfT, and the Director of Aviation in the Transport and
Energy Directorate of the European Commission.

Q678 Chairman: But if the guidance is not working
very well as far as those who are making
representations are concerned, would it not be
sensible to at least consider whether it ought to be
part of a statutory obligation?
Ms Buck: The guidance has been out now for four
years and there may well be a time when it is
appropriate to review that, and I am not going to
pre-judge how that might unfold.

Q679 Chairman: Would you also consider in your
review looking at whether the CAA should have
powers to impose sanctions on airports and airlines
which do not fulfil the targets on mitigation of
damage to local communities?
Ms Buck:We have introduced, as I am sure you are
aware, Chairman, a number of clarifications and
strengthening powers in these respects in the Civil
Aviation Bill which is currently in front of
Parliament. I would not rule in or out how we would
take that forward.

Q680 Chairman:Minister, we need from you a note
on what is happening up to date with the EU/US
negotiations. Is that possible?
Ms Buck: Yes, certainly.

Q681 Chairman: Is there any progress at all to
report,MrMcMillan, or arewe still swimming in the
broad and hopeful sea of mud that most European
negotiations seem to represent?
Mr McMillan: The fact of the matter on this case is
that there has been some progress in asmuch as there
was quite a successful round of negotiations led by
the European Commission with Member State
representation with the Americans before
Christmas.What it all hangs on now is to see to what
extent the American administration is able to deliver
eVective access to the US market and, as you
probably know, there is a proposed rule-making
process in place and we await the result of that with
some interest.

Q682 Chairman:And you are going to give us a little
detailed note on that?
Mr McMillan: Indeed, yes.
Chairman:Minister, you have been, as always, very
helpful, and very patient. Doubtless we shall meet
again. Thank you very much.
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Manpower planning

2. In February 2005, prompted by an earlier paper from the UK, the EASA Management Board asked
theUKMember (who isDeputy Chair of the Board) to convene a small group of high-level technical experts
to review the manpower planning strategy of the Agency. The Group was co-chaired by the UK member
and the Certification Director of the Agency.

3. The Management Board had identified two major concerns:

(a) was there a danger that the implementation of the Agency’s staYng concerns could result in the
system as a whole running short of skilled resource? and

(b) were the Agency’s plans to locate all its certification staV in Cologne practicable and eYcient?

4. After a series of meetings the UK Member reported his personal conclusions and recommendations
to the Management Board in June 2005. His main conclusions were as follows:

(a) there was no reason to question the fundamentals of the Agency’s manpower strategy, or its policy
objective of internalising responsibility for certification tasks; but

(b) the Agency needed to create and maintain a comprehensive risk register relating to manpower
issues, and make regular reports to the Board; and

(c) the Agency should seriously consider locating some of its staV away from Cologne, to carry out a
range of so-called “proximity services” which could be more eYciently and eVectively provided at
a local level. This could have the additional benefit of retaining some experts in the system who
would otherwise be lost for reluctance to move to Cologne.

5. These recommendations were accepted in full by theManagement Board, which requested the Agency
to conduct bilateral discussions with all the major aviation Member States about the optimal range of
proximity activities in that country.

6. Since then the Group has continued to meet, to monitor the risk register and to make regular reports
to the Board. The budgetary problems of the Agency have created a range of new risks which can only be
managed eVectively if the budgetary issues are resolved. But apart from that, the Group has been satisfied
that the Agency’s manpower strategy is on course, and that there is no reason to believe that there will not
be a suYcient number of practitioners in the system. It is harder to make an objective judgement on whether
the overall quality of the certification workforce is being maintained.

7. Progress on identifying proximity activities has been slower than we would have wished. There seems
to be some reluctance on the part of the Agency to move this initiative forward speedily, and we are
continuing to try to injectmoremomentum into the programme of bilateral discussions agreed by theBoard.

EVectiveness of the Management Board

8. The Management Board consists of 26 Members, one from each EUMember State, and one from the
Commission. They are joined on an associated basis by representatives from non-EU EEA countries. With
many countries also fielding alternates and/or technical advisors the numbers at meetings can approach 50.
This is too large a group for detailed debate and strategic decision-making. Furthermore, the frequency of
meetings (quarterly) makes it diYcult for most BoardMembers to maintain any sense of continuity in their
interaction with the Agency, and results in agendas consisting largely of lengthy, process-driven documents
for decision. There has been limited scope for more strategic policy-based discussion.

9. The Chair and Deputy Chair (from Germany and the UK respectively) proposed in September 2005
that the Board should establish a small Steering Committee to oversee the strategic development of the
Agency. They suggested theCommitteewould interpret theAgency’s strategic objectives; ensure consistency
between objectives, planning assumptions, work programme, budget and staYng policy; advise on
priorities; evaluate the Agency’s relations with stakeholders; and monitor the performance of the Agency’s
senior management. It would also prepare advice for the main Board, which—it was emphasised—would
retain ultimate authority.

10. The Board agreed the diagnosis of the problem, but there was significant resistance to the idea of
creating a smaller, inner group, for fear that countries not directly represented would find their interests
overridden by those that were (this was of particular concern to many smaller States). Consequently the
recommendations in the paper were rejected, although it was agreed to take steps to minimise the
shortcomings identified, mainly through better, more timely preparation of agendas and meeting
documents. The only Board meeting to take place since that discussion was a more productive event than
previous occasions.

11. The proposal to create a Steering Committee chimes with one element of the Commission’s proposal
to extend the scope of EASA, in which the Commission proposes the establishment of an executive sub-
Committee of the main Board. Whilst adoption of this proposal is not imminent, it suggests that there may
be scope for achieving further progress in themeantime, if only piecemeal. This issue is likely to be addressed
in the external review of the Agency, due to be commissioned by the Board before September 2006 as
required under the founding Regulation.
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Management and Financial Procedures in Certification Activities

12. The budgetary diYculties EASA found itself in at the end of 2005, with early revenues from the Fees
and Charges system introduced in June 2005 running well short of estimates, prompted a lengthy and
purposeful debate at theManagement Board in December. The Board decided, again on an initial proposal
from theUK, to commission consultants tomake an urgent study of theAgency’smanagement and financial
procedures, and to report back at the March 2006 meeting.

13. After a rapid competitive tendering process the work was commissioned from Deloitte, and is now
well under way. The UK Member is one of three Management Board representatives on the Steering
Committee. Deloitte are focusing on four main areas of study:

(a) creating a model by which the Agency can predict the volume of certification demand;

(b) identifying possible simplifications to the overly-bureaucratic procedures for commissioning,
executing and charging for certification activities;

(c) advising how the Agency’s various IT systems can be made more coherent and thereby provide
better management information; and

(d) recommending changes to the Fees and Charges Regulation and its accompanying tariVs.

14. Deloitte have made a purposeful start to their work, and we look forward to seeing their conclusions
in March. This is an essential stage in the process of establishing a meaningful Agency budget for the
remainder of 2006 and beyond.

Methods of Regulation: Airworthiness Directives

15. The UKMember of the Board has consistently pressed the Agency to put in place a comprehensive
system for the distribution to the industry of “airworthiness directives”. These are notices which regulatory
authorities issue to operators and owners or aircraft concerning urgent actions to take in the event of a
serious aircraft safety defect being discovered in an aircraft type.

16. The subject was first discussed at a Board meeting in September 2004. The Board asked the Agency
to put in place a system which goes beyond a narrow interpretation of the Agency’s legal responsibilities
and meets the expectations of Member States, in relation to fulfilment of their legal obligations, and the
needs of industry. The UKBoardMember sought progress reports at all subsequent Board meetings. In the
light of unsatisfactory progress, he wrote to the Certification Director of the Agency in August 2005,
enclosing a CAA paper setting out in detail the system which needed to be put in place.

17. By December 2005 the Agency had put in place procedures which go some way to meeting
requirements but much remains to be done. The UK Member will take this up again at the next Board
meeting in March.

Meeting on 9 February 2006

18. On 9 February the Chairman of the CAA, the Director of Aviation in DfT, and the UKMember of
the Management Board met Daniel Calleja, Director of Aviation in the Transport and Energy Directorate
of the European Commission, to discuss their concerns about EASA. The Commission’s Member of the
Management Board Zoltan Kazatsay, Deputy Director of the Directorate, joined the meeting later.

19. The UK delegation emphasised its support for the concept of EASA, and the key importance to the
UK (and other EUMember States) of how well the Agency performs its functions. The staV of the Agency
had faced a daunting task andmuch has been achieved, but significant challenges remain. The UK side then
went through in detail a number of areas in which it considers improvements are needed. The Commission
confirmed that it took theAgency’s diYculties very seriously, and recognised howurgent it was for all parties
concerned to address them.

20. There was agreement between the UK and the Commission that the key to improvement lies in
strengthening the partnership between EASA and the National Aviation Authorities, enabling the Agency
to draw on as wide a range of specialist assistance and support as possible. For a number of reasons
relationships between the Agency and National Authorities have not always run smoothly, but it was now
time for them to work more closely together.

21. TheManagement Board next meets on 16March, when it will receive the Deloitte report (see above).
This will be an opportunity to have a first discussion of the way ahead, but it will probably be necessary for
the Board to re-convene in the near future to continue that debate. The UK side presented some initial ideas
on how to strengthen EASA/NAA co-operation and partnership on the ground, which the Commission
welcomed and undertook to study further.
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(ii) Note on SRG Research

The objective of CAA’s investment in safety research is to increase the eVectiveness of SRG’s regulations
and regulatory processes in delivering safety improvements, including the provision of “best practice” advice
to UK industry. The Government considers that this is a matter which SRG should decide in consultation
with its stakeholders.

Funding is through SRG charges schemes. CAA has long standing mechanisms in place to discuss with
industry how best to focus its research budget so as to be cost-eVective: that will depend to a large extent
on whether the outputs can be translated into changes in SRG’s regulations and regulatory processes. As
regulatory competence has passed to theCommunity in a number of areas the CAAhas agreedwith industry
to reduce its investment in those areas where it would not be able to deliver the outcome of the research.
The CAA has passed to the European Aviation Safety Agency (“the Agency”) selected information for
consideration by the Agency.

Regulation (EC) No 1592/2002 provides that “the Agency may develop and finance research in so far as
it strictly relates to the improvement of activities in its field of competence, without prejudice to Community
law” and “it shall coordinate its research and development activities with those of the Commission and the
Member States so as to ensure that policies and actions are mutually consistent”. Its remit is thus, like the
CAA’s, related to improving the eVectiveness of its regulatory activities in delivering safety improvements.

The Agency has recently begun to develop a European Safety Strategy Initiative which will, in due course,
lead to the funding and coordination of research projects. The Agency will need to consider its own input
where it can add most value to the totality of research eVort in Europe and internationally. Through its
representative on the EASAManagement Board the Government will monitor closely the development of
the Agency’s research activities.

Whilst it is regrettable that the Agency has not yet been able to develop a research programme it is not
surprising that during its build-up phase it has focused its resources—both financial and human—on its
front-line certification activities. This is where safety is most directly assured.

(iii) Note on 6% Return on Capital Employed (ROCE): Explanation of Rate, Position on Asset

Transfers, and when DFT Last Reviewed the Rate

The CAA does not have monies voted to it by Parliament but must recover its operating costs, plus a rate
of return set by the Government, through charges on the aviation industry for its regulatory services and
on users of UK airspace through the EUROCONTROL en route charges system. The CAA will continue
to be funded by those whom it regulates.

The CAA’s regulatory sector, comprising Safety Regulation, Economic Regulation and Consumer
Protection, is normally required to achieve the higher of either an average annual 6% rate of return on the
average current cost of capital employed, or break-even after charging interest and tax. In a normal year,
the monetary value of the rate of return is in the order of £1.8 million, compared to CAA turnover of
approximately £81 million.

The Government believes 6% is a reasonable rate of return for the risks the CAA faces. Although there
have been no asset transfers to the Authority, the CAA has been required to borrow funds over that period,
most notably to build Aviation House Gatwick, which houses the Safety Regulation Group. The net assets
of the CAA as at 31 March 2005 were £28,979k as valued on a current cost basis. The CAA continues to
face a pension liability, property commitments for its London lease and the potential for professional
indemnity and third party liabilities. The ROCE is not a 6% profit; it is more truly recognition of the costs
of those capital assets invested in the business. The rate was formally reviewed in 1997–98, the result being
a move from setting an 8% rate of return on a three year rolling average; to the current position of 6% rate
of return taking each year on a stand alone basis.

The 6% return on capital employed is used to pay National Loans Fund (NLF) interest, NLF loan
repayments, and for the funding of minor capital expenditure and taxation. The return is also used to fund
the cost of transition from the UK basis of regulation to the EASAmodel during EASA’s transition period
to full operation from 2005–06 until 2008–09. HM Treasury have agreed this additional temporary use of
the ROCE funds.

It is true that the aviation industry would prefer the rate of return to be reduced, possibly closer to 3.5%
on the basis that this would be consistent with other Government bodies/agencies. The Department, in
conjunction with HMT, will consider carefully the views of the aviation industry in this respect.

Once the final Rule emerges we expect that the Transport Council will be invited to make a final
assessment of whether a Stage One deal should be agreed.
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(iv) Note on EU-US Negotiations

The Secretary of State’s letter of 30 November to Gwyneth Dunwoody reported that considerable
progress had been made at the resumed EU-US aviation negotiations in October and November and that
there was accordingly a prospect that an acceptable Stage One deal could be struck during 2006.

Provisional agreement was reached on a wide range of hitherto diYcult issues including application of
competition law, state aid, security, safety, the environment, wet-leasing and handling of code-share
applications. However, the Transport Council in December concluded that an assessment of the
acceptability of the overall deal should be postponed pending the outcome of the US Government’s
proposals for amending the rules on foreign control of US airlines.

Reform of US rules on airline ownership and control has taken centre stage as an alternative route to
gaining access to theUS domestic market, since it is clear that Congressional action to grant cabotage rights
for EU carriers is not a realistic possibility in the near future. Indeed, changing airline control rules could
have advantages compared to seeking cabotage rights, since significant relaxation of these rules in the trans-
Atlantic market would be likely to have far-reaching consequences, increasing the pressure to dismantle
anachronistic restrictions on airline ownership and control worldwide, thereby helping to bring the global
airline industry into line with other sectors.

As the Committee will be aware, the US Administration has concluded that there is no early prospect of
persuading Congress to change the law on ownership and control and has accordingly initiated a rule-
making process to change the criteria it uses to judge where control of an airline resides.

On the face of it, the proposed new approach appears to be an attempt to make progress within existing
legal constraints. A consensus has emerged on the European side, however, that the proposal would need
strengthening to express the rights of foreign investorsmore positively and to definemore clearly and narrow
the scope of the areas to remain under US control: safety, security, participation in the Civil Reserve Air
Fleet programme, and corporate organisational documentation.

We have been scrutinising the original proposal with the assistance of US lawyers, and the Commission
and a number of industry interests are doing likewise. However we will not be able to conclude our
evaluation until the US publishes its final Rule. Despite receiving a very large number of responses to its
proposals, theUSDepartment for Transportation appears to envisage lateMarch or earlyApril as a realistic
timetable for publication of the final rule.

15 February 2006
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Written evidence
APPENDIX 1

Memorandum submitted by Mr Paul Green

1. Independent Review Body

I believe that it is undesirable for there to be no “Independent Review Body” for the CAA.

The Authority eVectively decides what work it should do, how many people it needs to do it and how
much it should charge for the work. Because of the “safety” aspect of the CAA’s remit, it is diYcult to
challenge its decisions. Yet the CAA is no diVerent from any other authority in that it is subject to the
bureaucratic pressures of empire building, featherbedding and jobs for the boys. The CAA needs a
permanent, independent review body to which industry can appeal when it believes it is being imposed upon
for all the wrong reasons.

2. Safety and a Point Too Far

I understand it to be, that in pure “GA” aviation terms, the UK’s safety record is no better than that of
theUnited States—andmay bemarginally worse—despite the overwhelmingly greater burden that the CAA
imposes on general aviation when compared to the FAA. It does not follow that more regulation equals
more safety. In fact, AOPA argues that in some circumstances the opposite is the case.

Those countries in Europe which have regulated general aviation almost to vanishing point have the
poorest safety records. What improves safety is pilot currency and practice, and the ever-increasing burden
of CAA charges on general aviation mean that UK general aviation pilots are not as current as they could
be. AOPA believes that CAA charges have already gone beyond the “tipping point” at which regulatory
costs become a drag on safety, and that a substantial reduction in the CAA’s financial impost on general
aviation would make flying safer.

3. Do we have the RightMan for the Right Jobs?

Could it be that the structures of the hiring practices of the CAA are not optimal, and that as a result the
Authority is too easily able to wash its hands of its mistakes?

The executive directorship of the CAA should not be a short-term appointment, and there should be an
end to the practice of hiring military oYcers who build second and third index-linked final salary pensions
in executive positions while crossing oV the days to retirement. An example of the negative eVect of this
practice is the introduction by the CAA of JAR-FCL, which the current Head of Safety Regulation recently
termed “a disaster” and for which he apologised.

Yet there is no one around to answer for the decisions that were made at the time—all have moved on.
Similarly, those who are making even more disastrous decisions today on CAA charges will not be around
to answer for their mistakes in four or five years. This must stop, and the CAAmust hire an executive cadre
with proven commercial capabilities and knowledge of general aviation as well as an overriding safety
responsibility.

4. Should we Really Pay an Equivalent Fee to that of Virgin Atlantic or British Airways

For charging and oversight purposes, the CAAmust stop treating aviation as a single entity. The airlines
cannot be equated with GA. Airlines are overwhelmingly a leisure industry, with more than 75% of
passengers flying for fun. They are massively subsidised, pay no fuel tax or VAT and tickets, buy cheap
aircraft thanks to government subsidies to manufacturers, and enjoy bilateral deals which stifle competition
and profit from passenger departure tax, which they bank for 90 days before passing on. They get direct
government handouts of £2,320,720 a year to keep running unprofitable routes. They are hugely profitable.
By contrast, more than 70% of general aviation flights are for business or flight training. GA pays a full
measure of fuel tax and VAT, its margins are razor-thin or non-existent, and it is shrinking. GA pilots who
go to the airlines provide de facto subsidies of between £50,000 and £100,000 each in the cost of training for
which the airlines once paid. The commercial reality of general aviation must be recognised by the CAA,
and its regulation costed accordingly.

5. Repeated Processes for Process andMoneyMaking Sake?

Theremust be amore robust attitude to repetitive inspections, which risk bringing the CAA into disrepute
by looking like make-work, make-money projects. An installation check on a simulator is justified, even at
a CAA price of £10,000. A follow-up inspection a year later may also be justified, but further annual
inspections costing thousands of pounds when nothing has changed are unnecessary financial impositions
on training schools and student pilots. Similarly, repetitive inspections of aerodromes where nothing has
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changed should be replaced by an audit system. There is no justification for requiring aerodromes to pay
thousands of pounds for new surveys every five years when nothing has changed. Every CAA repetitive
inspection should be scrutinised for value.

Every department of the CAA should be required to justify its existence. AOPA questions whether the
CAA needs a medical department when medical checks can cost-eVectively be carried out by the private
sector, where the real expertise lies. Does the CAA need a standing legal department? Can the work of the
CAAFUbemore cost-eVectively carried out by the private sector with no diminution of safety?Why should
the CAAplace restrictions on private examiners who perform thework of the CAAFU?Does the CAAneed
oYces in Kingsway as well as Gatwick, and regional oYces around the country? Is it necessary for the CAA
to issue licences when the work could be done more quickly and cost-eVectively by agencies such as the
DVLA? This Select Committee investigation provides a vital opportunity to take a clean-sheet approach to
the level of involvement the CAA in general aviation. Is it possible to remove every aircraft under 5,700 kg
from CAA oversight and transfer responsibility to industry, as has been done with most permit aircraft?

6. A Profiteering, Public Sector Body?

Why should the CAA seek to make a 6% return on capital? The norm for the public sector is 3.5%. Why
should the regulation of aviation safety attract a more onerous profit requirement? Where is this additional
money going? Its not going on Safety, its not going on additional value adds services for the consumers.
Profits should be made from internal EYciency and EVectiveness. If the CAA were a commercial, private
sector body—it could easily find other ways of cutting operational costs to increase profit without negatively
aVecting its consumers.

APPENDIX 2

Memorandum submitted by Mr John K Milner

I shall be most grateful if you would be kind enough to bring the following matters specific to the Light
Aviation aspects of the review to the attention of the Committee as they deliberate upon this topic.

The advent of EASA and the single European sky will have a fundamental impact on the regulation of
General Aviation in the UK. In recent years the Civil Aviation Authority has become increasingly costly
and heavy handed in regulation of light aviation and this has done nothing to improve safety, indeed there
is some evidence that the contrary may be true.

It is now time for a root and branch review and may I commend the following proposals to the
Committee?

First EASA will make the bulk of regulation and the role of the CAA should primarily be to ensure that
such regulation is proportionate, contributes directly to safety and supports the economic welfare of light
aviation within the UK.

Second the management of implementation and regulation and the quality control aspects are left to a
considerable degree to States. The Committee may wish to see that much of this is delegated to Examiners
and Instructors in respect of General Aviation pilot certification. They may also wish to see suitable and
proportionate oversight of small engineering companies, who do not need the degree of formality and rigour
in process that is required for servicing and maintenance of large complex aircraft. There are already signs
that the uniformity so attractive to bureaucrats will strangle light aircraft engineering. The industry will
welcome uniformity across States since this will foster competition and make simpler the repair of aircraft
with technical problems away from base. However uniformity of engineering standards between a small
single engine piston aircraft and airliners such as a Boeing 747 is not only impractical, but also economic
lunacy and should be vigourously opposed as yet the CAA seem rather spineless in this respect.

The CAA is at present charged with making a substantial return on its funding. This may be a misguided
attempt to encourage costs savings. However, since the authority is a monopoly, the actual eVect is to cause
them to seek activity that they can charge for and to increase prices, rather than look for eYciencies and
cost savings. A simple but telling example is the issue of a pilots licence here and in the USA. In the USA
a pilot is issuedwith a licence for life. It is revalidated every two years by a flight with an instructor, a practice
also used in the UK. However in the UK pilots are also required to pay every five years for a reissue of the
licence, there seems little merit in this. There are many other examples of paperwork exercises that add little
or no value, but provide a growing revenue stream for a bureaucracy. Furthermore the eYcient application
of IT is commonplace in the USA, but almost non-existent within the CAA. Such attempts as have been
made have generally been trivial (eg aircraft registration database) or badly executed (eg on line recording
of pilot medical examinations).

The reputation of the CAA within the light aviation community is at an all time low. This review
represents a one time chance to create a fundamental change in the CAA remit and culture to actively
promote General Aviation and help it to prosper. GA has been shown to be an eVective local economic
growth generator both directly and indirectly through the specialist light industrial activity attracted by
many small airfields.
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APPENDIX 3

Memorandum by Mr Mike Godsell

In considering the function and purpose of the CAA, it would be useful to make a comparison between
the regulation and maintenance of cars, and of light aeroplanes (simple, single engine, less than 2,700
KGs weight).

For both private cars and privately owned light aeroplanes, the main motivation for owners to observe
rules and regulations is insurance. No sane car driver or aeroplane pilot would travel anywhere without valid
accident insurance, to do so would risk legal action and financial disaster.

However the simple and straightforward car MOT checks, and drivers responsibilities, are in stark
contrast to the layers of regulation, the expense, and the numbers of persons involved, in assessing the safety
of a small aircraft to fly.

Even if the aeroplane is absolutely 100% physically fit to fly, with all systems correctly maintained and
inspected, the absence of a single signature on some obscure document is enough to invalidate the insurance.
Indeed we have now reached the point where owners are spending more and more time and money on
checking layers of paperwork, to assess the legal and insurance status of the aircraft. This often limited time
and money would be better spent on new parts and physical checks, which genuinely enhance the fitness
to fly.

For example, the so called Certificate of Airworthiness (C of A) issued at one and three yearly intervals
by the CAA, should be more accurately named a “Certificate of Legality” It has nothing to do with the
fitness for flight of an aeroplane, it is only concerned with the “fitness” of vast numbers of documents and
contributes nothing to safety.

TheC ofA should be issued to certify only that an aircraft conforms to design regulations, type certificate,
etc. It should thereafter remain valid for the life of the unmodified aircraft. The main concerns of both
owners and insurers would then be the actual physical fitness for flight of the machine.

Responsibility for fitness should be placed on the owner. He should be able to access a number of specialist
workshops able to carry out and certify engine overhauls, avionics, repairs, etc. The aviation equivalent of
MOT establishments should assess aircraft condition and issue an aviation MOT certificate annually. At
least one layer of CAA regulation should be removed to allow owners to maintain their aircraft, and
engineers to practice engineering. Both groups need to know that insurers will be mainly concerned with
aeroplane fitness, and not numbers of signed documents.

The simplest way to achieve this is to put all simple single engine light aircraft on the PFA permit scheme,
and do away with CAA over regulation.

APPENDIX 4

Memorandum submitted by Mr Peter Harvey

I am writing to you in support of the review into the CAA, and in particular the impact that the CAA has
on General Aviation.

I am an aircraft owner and member of AOPA and hence have an interest in the outcome of the review.

First I believe that safety is best in the main left to the not for profit sector and that there is definitely a
role for a non profit making body to oversee safety in this sector. Generally it should also be acknowledged
that the UK has an excellent safety record and that it would not be in the interests of individual pilots, their
passengers or the general public to undermine that past record. Having said that, no activity can be made
100% safe, and its foolish to try. There has to be a sensible balance between the cost of regulation and the
risks involved, that balance seems to have got out of kilter and now needs to be addressed.

In addition to being a pilot I am also a keen sailor, and one cannot but compare and contrast the safety
and regulatory environment between the two activities. As AOPA has frequently stated a pilot whose
training and experience is kept constantly up to date and who knows the limitations of his/her abilities is
much less likely to get into trouble. Modern aircraft are substantially safer than those built at the time the
current regime came into being. In the marine world the RYA has concentrated its eVorts and resources on
training, with the result that their training regime has world-wide recognition as the standard to be followed.
There are a number of similar aviation bodies, such as the PFA that could no doubt be asked to take on a
similar role, thereby alleviating the public purse of this element of expenditure and quite probably doing it
much more cost eVectively into the bargain.

I am not advocating that anybody should be entitled to fly a light aircraft with minimal training but the
current system of checks and charges is out of all proportion to the “threat” that is being addressed; indeed
the latest plans from the CAA seem designed to drive much of the UK’s GA activity out of business. Until
the very welcome review by the Select Committee, there seems to have been no consideration by the CAA
of cutting its cloth to fit its means, instead there seem to be a working assumption that demand will remain
undiminished whatever the scale of charges.
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If we were setting a department up from scratch it seems unlikely to me that it would be deemed cost
eVective to take “in-house” the range of activities that the CAA currently perform as more cost eVective
solutions could be found elsewhere. In the commercial world companies are constantly needing to find best
in class solutions to the issues they face. The review of the CAA should similarly seek to find best in class
solutions to the range of activities that the CAA currently performs, perhaps by using existing Government
agencies, such as DVLA, to handle large elements of the process, or outsourcing non safety critical activities
to the private sector as has happened to so much activity elsewhere in the public sector.

So, in summary;

Please don’t compromise on safety, but most of my interactions with the CAA have nothing to do with
safety and could be done more cheaply by other agencies.

Please recognise that charges are reaching a crisis point in GA and the CAA is in danger of killing the
industry it is charged with regulating.

Please look at other models to ensure that the UK has an ongoing thriving GA sector, employing large
numbers of people in high value added sector of the economy.

APPENDIX 5

Memorandum submitted by Captain M A Claydon

As a pilot with some 39 years flying experience I have, in the past, sat silently under the bureaucratic
mountain that the un-elected members have created as the CAA.

I feel now that the time has come for me to take this opportunity to voice my opinion in addition to those
forwarded by AOPA whom I wholly support.

If ever there was an over regulated industry, aviation certainly was, and is, it.

During my career as a British Airways pilot I saw first hand the time and expense caused to the airlines
whilst they tried to comply with ham-fisted rule changes generated by the CAA and latterly JAA. Many
changes are now considered to be bad mistakes but the faceless personnel who made the changes have long
since moved to other departments without any accountability.

Now retired, and as an aircraft owner, I have allowed all my expensive CAA/JAA licences to lapse and
have reverted to a NPPL to try to reduce the burden of regulation and charges. Charges on GA that the
CAA now seek to increase due to pressure from the airlines and the Government’s requirement for the
Authority to produce an excessive profit.

Quite simply, these increases will completely stifle GA and the training organisations operating within it.

Is it any wonder that the CAA has won the epithet amongst pilots as Campaign Against Aviation!

The CAA claims to exist to promote safety. Increasing charges on GA will be counter productive for
safety. Existing already stretched finances will fund less flying per person, recencywill fall, pilots will become
less practiced.

Sponsorship by the airlines has already eVectively ceased due to the increasing cost of ab initio training.

Where do the airlines think their future supply of pilots will come from?

Recent articles in the latest BALPA magazine eloquently highlight the fact that GA will still need to
provide future pilots despite the airlines claims to the contrary.

If the CAA increases charges the only pilots coming through this route in the future will be those that can
aVord to pay for it. This will generate a smaller cross section of candidates to fill the increasing need for new
pilots. Is this really the ideal selection procedure? Will such candidates be safer pilots than those selected
from a much wider base by their ability and suitability for sponsorship by the airlines? I think not.

With EASA looming over the horizon and organisations such as the PFA and BMAA already overseeing
the regulation of sections of GA do we really need the CAA involved in GA at all?

When they make their considerations about the future of the CAA, I trust that the Transport Committee
will take account of the strength of the views of the “end user” such as me and particularly those put forward
by AOPA who represent the silent majority of GA pilots.

APPENDIX 6

Memorandum submitted by Mr Terry Hale

I’m a private pilot of about 10 years who has just done the bravest act of my life which was to actually
buymy own aeroplane!Why do I say that this is such a brave thing to do?Well its simply that the impression
that we all have inGeneral Aviation is that the CAA is “out to get us” andmake life as diYcult and expensive
as possible.
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I therefore truly believe that the House of Commons Transport Select Committee investigation into the
whole structure and remit of the Civil Aviation Authority is an unprecedented opportunity to improve the
safety of general aviation in this country by fitting regulation more closely to our needs, and introducing
logic and common sense to the oversight of GA.

I hope that you will consider the following points in your review.

1. It is surely undesirable for there to be no “top cover” for the CAA. The Authority eVectively decides
what work it should do, how many people it needs to do it and how much it should charge for the work.
Because of the “safety” aspect of the CAA’s remit, it is diYcult to challenge its decisions. Yet the CAA is
no diVerent from any other authority in that it is subject to the bureaucratic pressures of empire building,
featherbedding and jobs for the boys. The CAA needs a permanent, independent review body to which
industry can appeal when it believes it is being imposed upon for all the wrong reasons.

2. The CAA’s record on safety in general aviation needs to be split oV from the overall safety picture. In
fact, UK large public transport operations are safer than those of, for instance, the United States, where
airline safety is poorer largely because of the record of commuter airlines, which have no real parallel in the
UK.But in purely general aviation terms, theUK’s safety record is no better than that of theUnited States—
andmay bemarginallyworse—despite the overwhelmingly greater burden that the CAA imposes on general
aviation when compared to the FAA. It does not follow that more regulation equals more safety. In fact,
AOPA argues that in some circumstances the opposite is the case. Those countries in Europe which have
regulated general aviation almost to vanishing point have the poorest safety records. What improves safety
is pilot currency and practice, and the ever-increasing burden of CAA charges on general aviationmean that
UK general aviation pilots are not as current as they could be. AOPA believes that CAA charges have
already gone beyond the “tipping point” at which regulatory costs become a drag on safety, and that a
substantial reduction in the CAA’s financial impost on general aviation would make flying safer.

3. The executive directorship of the CAA should not be a short-term appointment, and there should be
an end to the practice of hiringmilitary oYcers who build second and third index-linked final salary pensions
in executive positions while crossing oV the days to retirement. An example of the negative eVect of this
practice is the introduction by the CAA of JAR-FCL, which the current Head of Safety Regulation recently
termed “a disaster” and for which he apologised. Yet there is no one around to answer for the decisions that
were made at the time—all have moved on. Similarly, those who are making even more disastrous decisions
today on CAA charges will not be around to answer for their mistakes in four or five years. This must stop,
and the CAAmust hire an executive cadre with proven commercial capabilities and a knowledge of general
aviation as well as an overriding safety responsibility.

4. For charging and oversight purposes, the CAA must stop treating aviation as a single entity. The
airlines cannot be equated with GA. Airlines are overwhelmingly a leisure industry, with more than 75% of
passengers flying for fun. They are massively subsidised, pay no fuel tax or VAT and tickets, buy cheap
aircraft thanks to government subsidies to manufacturers, enjoy bilateral deals which stifle competition and
profit from passenger departure tax, which they bank for 90 days before passing on. They get direct
government handouts of £2,320,720 a year to keep running unprofitable routes. They are hugely profitable.

By contrast, more than 70% of general aviation flights are for business or flight training. GA pays a full
measure of fuel tax and VAT, its margins are razor-thin or non-existent, and it is shrinking. GA pilots who
go to the airlines provide de facto subsidies of between £50,000 and £100,000 each in the cost of training for
which the airlines once paid. The commercial reality of general aviation must be recognised by the CAA,
and its regulation costed accordingly.

5. There must be a more robust attitude to repetitive inspections, which risk bringing the CAA into
disrepute by looking likemake-work,make-money projects. An installation check on a simulator is justified,
even at a CAA price of £10,000. A follow-up inspection a year later may also be justified, but further annual
inspections costing thousands of pounds when nothing has changed are unnecessary financial impositions
on training schools and student pilots. Similarly, repetitive inspections of aerodromes where nothing has
changed should be replaced by an audit system. There is no justification for requiring aerodromes to pay
thousands of pounds for new surveys every five years when nothing has changed. Every CAA repetitive
inspection should be scrutinised for value.

Every department of the CAA should be required to justify its existence. Why does the CAA need a
medical department when medical checks can cost-eVectively be carried out by the private sector, where the
real expertise lies? Does the CAA need a standing legal department? Can the work of the CAAFU be more
cost-eVectively carried out by the private sector with no diminution of safety? Why should the CAA place
restrictions on private examiners who perform the work of the CAAFU? Does the CAA need oYces in
Kingsway as well as Gatwick, and regional oYces around the country? Is it necessary for the CAA to issue
licences when the work could be donemore quickly and cost-eVectively by agencies such as the DVLA? This
Select Committee investigation provides a vital opportunity to take a clean-sheet approach to the level of
involvement of the CAA in general aviation. Is it possible to remove every aircraft under 5,700kg fromCAA
oversight and transfer responsibility to industry, as has been done with most permit aircraft?
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6. Why is there a requirement for the CAA tomake a 6% return on capital. The norm for the public sector
is 3.5%. Why should the regulation of aviation safety attract a more onerous profit requirement?

General Aviation is in a poor state in the UK. Let us please not miss this opportunity to help it recover.

General Aviation is important for the UK.

APPENDIX 7

Memorandum submitted by W H Handley

I am taking the opportunity of your review of the remit and funding of the CAA to express my views on
those areas of its activities that I believe need changing. Accepting that there are areas for which the CAA
carries out commendable work, there are aspects of its operation that I believe do not eVectively serve the
public interest or the interests those it seeks to regulate.

In writing, I would declare my interest as a private pilot and member of a group operating a light aircraft.
Our experience has been that both the level of regulation and the costs imposed upon us, with no recourse to
appeal, has risen steadily over the past 15 years and is expected to grow exponentially over the next few years.

1. Overview

It is of concern to me that the CAA decides its own agenda and its actions and priorities are not subject
to oversight by any elected or independent body. This leaves the CAA in the position where it can decide
its own staYng, recruitment policies, budgets and activities and simply charge them to the aviation industry.
There is a need for a system of oversight which would require the CAA to justify its activities and costs.

2. Safety

The safety record of general aviation needs to be considered separately to the safety record of commercial
aviation. The UK large public transport operations record is better than the United States, which is the
comparator most frequently used, the US airline safety record is poorer largely because of the record of
commuter airlines, which have no real parallel in the UK.

As far as general aviation is concerned, the UK’s safety record is possibly marginally worse than the USA
in spite of the substantially greater burden that the CAA imposes on general aviation in comparison with
the FAA. This demonstrates that more regulation does not mean more safety. Data from AOPA supports
this. Those countries in Europe, which have almost regulated general aviation out of existence, generally
have the poorest safety records. Safety is promoted primarily by pilot currency and practice, and the growing
level of costs imposed on general aviation by the CAA will, if not already, lead to general aviation pilots
becoming less current than they should be. When the proposed increases in CAA charges are added to the
recent substantial cost increases imposed on general aviation (eg fuel costs) it is likely that the industry could
enter a downward spiral where the funds that are spent of flying have to be spread further leading to
insolvencies within the industry as a whole as existing narrow margin are turned to deficit. It is certain that
this would be followed by a rise in the accident rate as pilot currency declines.

3. CAA Practices

The staYng strategy of the CAA gives me great concern. Their practice of employing retired military
oYcers and executives on short term contracts means that the level of commercial awareness within the
organisation is lower than it should be and that those who make decisions frequently do not have to live
with the consequences. Evidence of this is to be seen in the comment by the current Head of Safety
Regulation that the introduction by the CAA of JAR-FCL was a disaster, for which he apologised! The
executives and managers in the CAA should have a long term commitment to the industry such that they
will be motivated to consult with their constituents and make decisions that they are prepared to live with
rather than finishing their contracts and leaving for someone else to sort out.

4. Funding of the CAA

Cost charging to the airlines and general aviation needs to recognise the diVerences between the two.
Airlines are mainly a leisure industry, with more than 75% of passengers flying for fun. They are massively
subsidised, pay no fuel tax or VAT on tickets, buy cheap aircraft thanks to government subsidies to
manufacturers, enjoy bilateral deals, which stifle competition, and even profit from the passenger departure
tax, which they bank for 90 days before passing on. They get direct government handouts of £2,320,720 a
year to keep running unprofitable routes. They are hugely profitable and all their costs are oVset against any
tax on their earnings.
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In stark contrast, more than 70% of general aviation (GA) flights are for business or flight training. GA
pays a full measure of fuel tax and VAT, its margins are close to non-existent and shrinking. GA pilots, who
go on to fly for the airlines, provide de facto subsidies of between £50,000 and £100,000 each in the cost of
training, for which the airlines once paid. The commercial reality of general aviation must be recognised by
the CAA, and its regulation apportioned accordingly.

5. MakingWork

There must be a more justification to the repetitive inspections, which look like purely make-money
projects. An installation check on a simulator or an aerodrome may be justified, (although the level of the
charge is probably disproportionate), however annual and repetitive inspections when nothing has changed
are unnecessary financial impositions on GA, training schools and student pilots. These inspections should
be replaced by user monitoring coupled with an audit system. There is no justification for requiring
aerodromes to pay thousands of pounds for new surveys every five years when nothing has changed. Every
CAA repetitive inspection should be scrutinised for value.

Every department of the CAA should be required to justify its existence. The option of derogating the
activities of each department to the private sector, where the real expertise lies, should be evaluated. Does
the CAA need a medical department, a legal department, CAAFU etc or could their activities be more cost-
eVectively carried out by the private sector with no diminution of safety?

Does the CAA need oYces in Kingsway Gatwick, as well as regional oYces around the country? Should
the CAA subcontract the issue of licences to the DVLA who could probably do the work more quickly and
cost-eVectively?

6. Return on Capital

Requiring the CAA tomake a return on top of their charges for costs is out of line with European practice
as a whole. Further, the activities of GA generate huge sums in VAT and tax from which the Exchequer
benefits. At the very most this should be brought in line with the norm for the public sector of 3.5% but I
would hope to see the CAA limited to covering its costs. There is no justification for the regulation of
aviation safety to attract a profit requirement?

I look forward to a positive outcome from your investigation, leading to improvements in the cost
eVectiveness and quality of the activities of the CAA.

APPENDIX 8

Memorandum submitted by A J Lucking

This note argues that there is an urgent need to reform the UK airport regulatory regime, which is
administered by the CAA. The present “Single Till” regime flouts a basic principle of privatised business—
“From each and every asset, 15%, or you’re fired”.

“. . . Is your priority to the British taxpayer to provide a high quality airports authority or are you looking
at yourself solely as as a commercial company needing to give a very high return to your shareholders?”

“Our number one priority has to be our shareholders”

(Then BAA Director Michael Maine, questioned by Mrs Dunwoody MP).

Professor deNeufville, an American aviation economist, addressing the Royal Aeronautical Society, said
that Britain had made a mess of airport policy. Airports are too important to be privatised: they should be
bond financed public utilities. Whilst agreeing with his first point, the writer believes that the problem can
be solved by reforming the regulatory regime to achieve a commercial return on the operational assets.

In his 2004 Brancker lecture,MikeClasper, Chief Executive of BAA, said that “. . . wewill not see a return
on Heathrow’s Terminal 5 for the next 50 years!” (ILT journal, June 2004, p 47). Perhaps when T5 was
planned, BAA was confident that the CAA plan to switch from the single till to the dual till would be
implemented, and the Competition Commission’s rejection of the proposal came as a nasty shock. The
worry now is that having been caught out once, BAAwill not be prepared to invest in the desperately needed
third runway. In an address to the Heathrow branch of the ILT on 13 September 2005,Mr Clasper said that
the shortage of capacity at Heathrow meant that 737 size aircraft must be displaced by A380s etc to
maximise the number of passengers served, ie the performance of Heathrow as our national global gateway
will deteriorate further. In answering a question from the writer, he agreed that there has been a lack of
urgency in dealing with the need for more business airport capacity. (Leisure passengers will travel long
distances to an airport, eg Bournemouth or Manston. Gatwick, Stansted, and Luton still have spare
capacity, and high profit Luton plans a major expansion).

The White Paper on airport policy did not attempt to evaluate the wider economic value of air transport,
quantifying only passenger benefits, such as lower fares, and access costs (50%): APD for the Chancellor
(37.5%) and minor savings for the airport (12.5%). The percentages are for Stansted (Passenger Forecasts:
Additional Analysis p 47. DfT December 2003). In the case of Heathrow, these benefits totalled £5.5 billion,
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discounted over 50 years. The 1993 RUCATSE figure was £48.6 billion, and Oxford Economic
Forecasting’s (1999), £37 billion—after deducting £7 billion for “optimism bias”, and global warming costs.
Chicago values its O’Hare airport at $38 billion per annum, and the forthcoming eighth runway and re-
alignments at a further $18 billion pa.

A further illustration of an American assessment was that the owners of property displaced by Atlanta’s
fifth runway were paid five times the valuation (Mrs Dunwoody MP, Civil Engineers’ airport conference).
BAA’s current Stansted oVer is pre-blight valuation plus 10%, and removal expenses.

In a 2004 presentation to the Royal Aeronautical Society, Liverpool claimed that re-connection to
Heathrow would generate 40,000 jobs (in an objective one area)—though some claim they would merely
move there from elsewhere in the UK. Since the Plymouth service was moved to Gatwick, two of the four
Japanese companies have moved out, and the others have ceased investing. Some complained that they had
been assured that the air service would be maintained. Inverness has lost its high value Japanese tourists,
though some have moved to Edinburgh. A company whose main business was in India and South Africa
has closed its factory there, and the Chamber of Commerce has expressed concern about a major overseas
employer (it is to be hoped that the restoration of a daily service by Bmi may help). To the writer,
interviewing US and Japanese investors during the 1994 BCC survey, made it clear that for them “If you
can’t fly there, you can’t get there”, and that “In Texas, only cattle travel on trains . . . No air service? That’s
third world stuV!”. The US system of Essential Service Orders applies to any community that is more than
60 miles from a major air hub.

We need a comprehensive study of the economic value of the Heathrow feeder services. The CAA has
suggested that Amsterdam could fill the gap (sixth report of the Committee, July 2003, para 156), but inward
investment agencies have pointed to the dangers of routing foreign investors and licensors via competing
countries. During the BCC survey, Rolls Royce Industrial and others underlined that Amsterdam’s low
frequency services to the Middle East and the “Old Empire” wasted time.

Heathrow—“The world’s greatest money making machine!”—Robert Milton, when CEO Air Canada.
Financial Times report.

The failure to expand Heathrow in a timely way has led to large “scarcity value” profits for the airlines,
and the writer has wondered if these are higher than those resulting from extra runway capacity, which
would enable fresh competitors to enter the market. For most of the airlines too, shareholders have to be
the number one priority. Could it be that whatever their public stance, these airlines would be best served
by preventing expansion of the airport? Reportedly, slots are worth £10million each—BAhas invested £118
million in them (2005 accounts, note 13).

Examples of the annual profits achieved:

£38 million for BA’s Heathrow—Mumbai slot pair before Virgin and Bmi were allowed on the
route. (Cross-examination of the then Mr Rod Eddington, Indian route case.) This could have
been up to £200 per passenger.

£21.7 million Heathrow to New York, per slot pair.

£7.56 million Heathrow to Dubai, per slot pair.

£3.3 million Heathrow to Nairobi, per slot pair.

CAA Nov 2001 report Estimating Demand Valuation. Annex.

Table 4.4 of CAP 754, the Feb 2005 CAA report on regional services, illustrates the relative valuations
of the five SE airports:

Average business air fares (return) from London to:

Edinburgh Glasgow Edinburgh % business
£ £

Heathrow 194 202 54 BA, 48 Bmi
Gatwick 128 163 44 BA, 39 Easyjet.
Stansted 90 81 38
Luton 91 84 45
London City 210 231 69
Rail (average—journeys over 350 miles) 11 (NTS report)

These figures illustrate both the scarcity value of Heathrow, and also that it commands higher fares than
three of the other airports. The airlines’ opposition to the “Dual Till” centred on the addition of circe £3 to
BAA’s then operational charge of about £6 per passenger. Currently, BA’s US fuel surcharge is £40. Hence,
the increased charge appears to be pocket money to Heathrow users.
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Environmental Aspects

Another important aspect of this demonstration of the willingness of Heathrow users to pay up is that
they can be expected to fund the works needed to solve the NOx problem, and to acquire properties. A
“Stansted type” property purchase scheme could result in acquisition of about half the properties as routine
moves take place over the next ten years, thereby reducing the pain (half of us move house over this period).

The writer believes that modern planes produce similar amounts of CO2 to trains (detailed reasons attd.
at A), though he accepts that discharge at height is more damaging. However, domestic flights do not fly
as high as intercontinental services: recent German research has established that 30% of surface transport
emissions are found at aviation heights: and contrails can be halved by flying 6,000 ft lower—albeit at a cost
of 6% greater fuel consumption (recovered by five years technical advance). And as the table on p 3 shows,
air carries far more of the business passengers London to Scotland (total traYc, 2003–04, air 8.2 million,
rail 1.16m. CAA and SRA reports). The 2003 CAA survey showed that 63% of the point-to-point Heathrow
domestic passengers were on business (all traYc, including connecting passengers, 47%).

Conclusions

The writer is uneasy that the CAA has proposed to delegate initial agreement of airport charges to BAA
and the airlines. For both, shareholders have to be the number one priority, rather than the national
economy, and the passengers. There is a need to assess the economic value of regional access to the national
global gateway at Heathrow. All our major Continental competitors will soon have four or five runway
national hubs. Most have “informal” safeguarding arrangements for regional services (evidence to the
Committee from Mr Andrew Clarke).

Under the single till regulatory regime, BAA may not press ahead with the third runway that is needed,
and the change to a dual till should be re-examined. The airlines may have opposed the introduction of the
dual till because it would result in more eVective price competition. But Heathrow business passengers are
not price sensitive, and this has the additional advantage that they will pay a few pounds extra to deal with
the environmental problems.

22 October 2005

Annex

ARE PLANES TEN TIMES AS EVIL AS TRAINS?

“For rail travel, carbon dioxide emissions and fuel use per passenger-kilometre are typically at least an
order of magnitude lower”. Royal Commission on Environmental Pollution, 2002 report, para 4.39. The
Commission for Integrated Transport reached a similar conclusion, but its report does not detail the load
factors etc on which it is based.

The airlines claim to have achieved parity in fuel consumption. And a high level conference on railways
and the environment in Berlin (19November 2004) was told that the AirbusA321 consumes less energy than
a Eurostar trainset (Railway Gazette, January 2005). Can this diVerence be explained?

The 10:1 ratio applies to the total “Radiative forcing”, not the carbon dioxide production and fuel use
alone, and it measures the total climate change impact of aircraft flying at altitudes of 9–13 Km. It is
calculated by multiplying the fuel use ratio of c 3.5 set out in table 12.2 of the Commission’s 1994 report by
a factor of “around 3”, (The Commission’s news release, 29 November 2002, para 3.1. It notes also that this
figure contrasts with others generally in the range 1–1.5 for most human activities).

Much of the diVerence in fuel consumption is due to the following factors.

1. In its 2002 report (para 4.40), the Commission accepted that because of rail “tortuosity”, trains have
to travel greater costing distances than planes. This factor was not addressed in the 1994 report, and its eVect
on rail’s fuel usage London to Glasgow is proportional to costing distances of 401.5 miles from Euston, vs
345 from Heathrow, and less from Luton.

2. In table 12.2 of the 1994 report, the load factor for long distance trains “at typical occupancy” was
given as 50%. British Rail 1993 data for Intercity trains showed 161 passengers—an average load of 33%
for the 225 trains.When this diVerence was queried with the Commission, it stated that it had used a forecast
of future occupancy. 2003 SRA data showed average loads of 201 for GNER, and 168 for Virgin Rail.

3. Since 1994, the advent of low cost airlines has increased the industry load factor from 65% to over 80%,
(para 2.23 of the Commission’s 2002 report shows that this improvement had not been included). BA stated
that it too has achieved this figure for short haul flights (26 October 2004 R Aero Soc conference).
Furthermore, Easyjet’s 737-300s have 149 seats vs BA’s 122. Ryanair’s 737-800s have 189.

4. The R Aeronautical Society 2002 report “Greener by Design” showed that between 1976 and 1994,
aircraft fuel consumption per passenger-km halved. The improvement is continuing on budget towards the
ACARE 2020 targets. The Rolls Royce Trent 1,000 will burn 12% less in 2008 than the 800 does now—and
produce less NOx and noise (RR presentation to the HACC, 29 November 2004) At the same seminar,
Boeing claimed that the 787 will burn 75% less fuel per seat-km than the 707.
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5. The 1994 R Commission report (table 12.2) showed a French TGV burning 10% more fuel than a BR
225. The new Virgin Pendolinos have 439 seats vs 480 in the 225s, increasing fuel burn per seat by 9%. They
need 6,800 HP vs 4,850 for the 225s, and have air conditioning: 200 on board computers: electrically
operated doors: and tilting mechanisms.

“Greener by Design” stated also that high speed trains achieved 80 passenger miles per gallon vs 70 for
short haul aircraft. However, this was 1997 data for aircraft achieving only 70% load factors. Adjusting this
to 80% indicates parity in fuel consumption. A US paper by David S Lawyer reaches the same conclusion,
and notes also a 25%deterioration in fuel usage per seat following the introduction of the newAmtrakAcela
trains. He found also that in the USA, no allowance had been made for fuel used to carry cargo in
passenger aircraft.

The “Radiative forcing” factor of c3 is believed to be due largely to contrail/cirrus formation by aircraft
flying at heights of 9–13 Km. This is less of a problem at the lower altitudes used by short haul aircraft.
ProfessorDavid Lee found that a 6,000 ft drop reduces contrail formation by 47%—albeit with some 6%
increase in fuel consumption. And a Lufthansa report states that 30% of surface transport emissions are
found at aircraft altitudes ie surface transport should not be rated at 1, and is perhaps one of the “1.5”
activities (2002 report para 3.32).

So there is persuasive evidence that planes use no more fuel per passenger than high speed trains: that the
three times multiplier is too high for short haul flights: and that surface transport has a higher multiplier
than one. At worst, planes are only slightly more evil than trains.

Moreover, domestic air services carry far more business users than rail’s 11% on routes of over 350 miles.
The 2003 CAA survey showed that 47% of Heathrow domestic passengers were on business (63% of those
flying point to point), and a further 15% were currency importing foreign tourists. The longer routes tend
to carry more leisure passengers.

31 March 2005

APPENDIX 9

Memorandum submitted by Mr Roger Chamberlain

I am the trustee for a group of four private individuals operating a single engine light aircraft from
Wellesbourne airfield in the West Midlands. The aircraft therefore falls into the “General Aviation”
category. We use the aircraft mostly for leisure, but it is also used for occasional business trips. The group
has been in existence for 20 years, and has owned two diVerent aircraft over that time, always on the UK
“G” register. The current aircraft was imported from Switzerland and transferred from the “HB” register,
and so several of the points I raise are with the benefit of that experience.

Funding

The CAA is required to make a 6% return on capital, which is some way above the norm for the public
sector (as I know too well from my own occupation!). Why should a regulatory body actually need to make
a profit at all? How should the charging regime be established?

Currently there is a discussion about the balance of charges between the airlines and the smaller general
aviation operators. The airlines claim to be shouldering a disproportionate burden of the CAA charges,
despite the fact that they enjoy many financial benefits elsewhere (no fuel tax, subsidies on aircraft purchase
etc etc). General aviation pays full measure of VAT and duty on all its activities, and the profit margins in
GA business (flying schools, charter flights, maintenance units, etc) are desperately slim.

There needs to be a sensible overall balance of charges between the airlines and GA, and this leads onto
a sensible level of regulation on the costs imposed for the small operations. One size does not fit all, as the
issues are significantly diVerent between airline and GA operation.

Independent ReviewMechanism

Currently the CAAhas full authority to decide what work to do, what resources it requires and howmuch
it should charge. This will (and no doubt has) resulted in a high level of “erring on the side of caution” and
over-specifying requirements and resource required “just to be sure”. There needs to be an independent
review process to ensure value for money and eYciency.

There also needs to be a long-term view and accountability to prevent issues like the “disaster” of the JAA
licensing introduction. Decisions taken need to bemade and responsibility taken to protect the industry and
allow it to thrive.
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Duplication of Effort

Despite ICAO internationally recognised standards, the CAA applies its own (usually more complex)
inspections and requirements. Compared to the USA, where the vast majority of GA aircraft operate (and
have been designed and built!) just as safely, there are diVerent maintenance regimes and additional
requirements and restriction on use. Our (American) aircraft has several modifications approved by the
FAA (and also by the Swiss authorities which just took the FAA approval at face value) but on import to
the UK, the CAA insisted on several more restrictive operating conditions for no apparent reason. Why
should that be? Is the air diVerent in the UK? Is the US approval process not robust? I don’t believe the
safety record of GA in the US is worse than over here.

Do the CAA need a licence issuing department—could that be done by the DVLA in a more eYcient
manner? Why does the CAA need a legal and medical section—surely this could be contracted out as and
when required?

GA is Different

The main cause of accidents is “pilot error” and the best resolution to that is training and pilot practice.
The more expense that is loaded onto owners and operators, the less flying is done, and the less practice the
pilots get. This is surely counter-productive after a point. I believe we are past this point already, and we
should look to manage GA separately from the airline business. There really is very little overlap, and I
believe the industry could self-regulate quite eVectively theGA category of under 5,700kg (as is already done
in some areas).

27 October 2005

APPENDIX 10

Memorandum submitted by Mr Malcolm Bird

With reference to your consultation on the remit and work of the Civil Aviation Authority I am writing
withmy views for your consideration. I have groupedmy comments according to the issues you are covering
in your review:

The Remit, Structure, and Powers of the CAA

There seems to have been good reason to set up the CAA as a central organisation to focus on civil
aviation and in many respects it has performed well. However it is worrying that the organisation is able to
decide what it will cover, how it will do this and how it will make charges. There seems to be no authority
present to validate the approach being adopted and it is all too easy to see that in time the organisation will
grow without checks and balances. It seems appropriate to instigate a small permanent independent review
body to which those aVected by decisions of the CAA can appeal should diVerences arise.

It is encouraging that some individuals within the CAA are or have been closely connected with civil
aviation in one form or another. It is all too easy to add layers and layers of bureaucracy in the pursuit of
safety but with knowledge of the care that the aviation industry conducts itself there may often be simple,
low cost ways of achieving the safety goals without widespread legal red-tape. The way the PFAhas handled
the oversight of home built aircraft is surely an example of this.

The Performance of the CAA in Relation to its Statutory Objectives and Functions

As stated above, it is not necessarily the case that strong regulation equates to greater safety. In general,
the aviation industry recognises the risks involvedwith its work and takes necessary steps to ensure adequate
quality. In many cases it can be demonstrated that as regulation gets heavier the results can get worse. Some
European states have taken a very highly regulated route and ended up with a small industry that has a poor
safety record. On the other hand, the US system has resulted in a thriving industry with a safety record as
good if not better than most others.

The Effectiveness and Efficiency of the CAA’s Regulatory Framework

As always, the people involved make all the diVerence. So attracting good people that have a real interest
in aviation and a desire to work at making it work eVectively over a long period is a necessity. Whereas it
is appealing to take on staV from themilitary it has to be questionedwhether their experience and familiarity
of military regulation and their short term appointments prior to retirement are really best suited to leading
the civil aviation cooperation. Surely it is far better to recruit executive staV with enthusiasm, a commercial
understanding and with intent to stay with the corporation for many years. It would also be good to see an
approach whereby other organisations, often non-profit making, but usually with a passion and dynamism
are used to outsource certain functions that would otherwise be costly for the CAA itself. In these cases the
CAA can provide an oversight function (the function that the CAA itself currently lacks).
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The Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

Firstly it seems that unnatural pressures are being applied to the CAA regarding its 6% return on capital
when the norm in the public sector is only 3.5%. Then, in considering how to achieve its commercial viability
the CAA should be able to recognise the ways in which diVerent aviation groups pay or get subsidised for
their activities.

In particular, the airlines are paying no fuel tax or VAT, they can buy aircraft developed with subsidies
and in some cases can profit from passenger departure taxes. On the other hand General Aviation pays its
full measure of fuel taxes and VAT and trains many of the pilots who move onto airline duties. The overall
commercial environment for the aviation communities must be recognised by the CAA and it must be
resistant to the continual pressure of the large airlines to improve their finances.

In answers above, it has been suggested that the CAA should be willing to outsource some of the work
it believes necessary. The PFA and BGA are examples but this could be extended with the DVLA perhaps
becoming responsible for issuing licences? This can be very cost eVective and put the CAA in more of a
monitoring role. The CAA should also look to see where agencies of other countries have already carried
out work that the CAA is looking to undertake. As long as the other agencies are well respected and with
a good safety record there must be ways of preventing duplication of eVort. However, the CAA could
usefully do novel work that will be of use in the UK and possibly to other foreign agencies. For example,
prioritising the certification of UK based design houses and aircraft designs would seem a good way of
encouraging British industry and provide a two way flow of approvals between agencies.

In general, the CAA should keep questioning whether a proposed set of work is really necessary, whether
it really adds significantly to safety or is eYcient use of time and resources. There are some current rules to
do with aerodrome inspections and simulator inspections for example that need to be questioned. Why is
it necessary to carry out frequent and costly audits if nothing has changed? Could an aerodrome earn some
form of no-change bonus that extends audit periods if there are no changes? Initiatives to reduce the amount
of time spent on redundant checks should be prioritised.

Effect of Growing International and European Union Cooperation on theWork of the CAA

With the work of ICAO, JAR and now EASA there is significant opportunity for a consistent approach
to many procedures. This should allow national agencies to share the work load of such things as aircraft
certification. This should be a cost eVective move. However, we must not come to rely on it. The CAAmust
play its part, take the initiative and undertake certifications that others have not yet undertaken. Prioritising
UK design work would seem appropriate; other national agencies will prioritise their national contributors.
The CAA should also be willing to challenge some of the recommendations coming from other national
agencies. It is all too easy to keep adding layers of regulation. Each should be challenged to see if the
proposal really adds to safety or whether the increased complexity is more likely to confuse and decrease
safety as well as cost more than it need do.

As the industry becomes more international the CAA should really look to resolve some long standing
issues within the industry that have been allowed to exist for far too long. For example, it seems quite clear
that asking an industry to work in feet, metres, gallons, US gallons, litres, pounds and kilograms is asking
for trouble and yet no-one is prepared to tackle the situation. No-one can expect their beloved system of
units to last for ever as we move forward, someone has to make it clear which direction we should all be
headed, even if the time given to get there is a long one.

In conclusion, I would like to see an organisation that is rewarded for finding ways of reducing its size
and complexity whilst encouraging a safe aviation industry. It should be accountable and have an eVective
body for the handling of appeals. To do this it will have to look at the diVerent branches of aviation in
diVerent ways, each level of the industry has its particular needs. However, the powers that oversee the CAA
need to consider the costs and charges in a wider context, looking at where taxes and subsidies are received
and given to these branches of the industry to see that, in aggregate, there is equity.

1 November 2005

APPENDIX 11

Memorandum submitted by the General Aviation Awareness Council

Introduction

1. The General Aviation Awareness Council (GAAC) is the body that oversees the matters that are of
concern to all sectors of General Aviation (GA). The Council concentrates its eVorts on matters concerned
with planning and education in the widest sense. Some 60 aviation associations and other bodies are
members of the Council.

2. The Council evolved from a campaign launched in 1991 to counter the wealth of anti-GA publicity
that was gaining momentum at the time. It was apparent then—and this is equally true today—that the lack
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of any coordinated approach tomajor issues such asGovernment policy towards aviation and planning was
resulting in the anti-GA lobby being increasingly successful in promoting its aims.

3. The Objectives were then and remain:

— to EXPLAIN the nature of the GA Industry;

— to PROMOTE its purpose and value; and

— to PROTECT its facilities (eg aerodromes and airspace).

The emphasis has shifted increasingly to the protection of its facilities as the pressure on GA aerodromes
has increased with the expansion of the Commercial Aviation sector and Government housing and wind
turbine development policy.

4. GA embraces a wide variety of activities ranging from flying training to business aviation, recreational
aviation and model aircraft flying. To place GA in perspective, the commercial airlines in the UK operate
about 1,000 aircraft and use some 30 airports. The UK GA fleet comprises more than 15,000 aircraft that
operate from 140 licensed airports and aerodromes and more than 350 private airstrips. More than 70% of
all GA activity is understood to have some business or safety purpose. In contrast, figures have indicated
in the past that more than 85% of all seats sold by airlines are for pleasure purposes. With the growth of low
cost airlines and the decline in business travel this figure may now be higher.

Need for an Arbitration orMediation Process

The investigation by the Transport Select Committee is welcomed and is justified on major matters.
However the General Aviation Industry is faced with a monopoly in the CAA and has only the clumsy and
expensive redress to a judicial review in the event that regulation is imposed that may be considered
inappropriate. To illustrate the problems encountered we would advise your committee that over 3,000
regulations were removed at the stroke of a pen when EASA assumed responsibility. There have been no
subsequent safety issues which suggests many overly zealous and costly regulations were unnecessary. We
recommend that a mandatory arbitration or mediation procedure be set up under a suitable and
independent review body to improve the relationship between the Regulator and the Regulated.

Aerodromes and Airspace—the need for a National Policy

The most important message of this submission is that the UK is lacking and needs a unified national
policy on aerodromes and airspace. The CAA, as well as Central Government, has a role in ensuring this.
This theme underlies all the comments that follow. The CAA has to recognise that GA aerodromes and
airspace are an essential element of the UK’s national transport, business and leisure infrastructure.

A national planning policy for transport should recognise the value of a network of GA aerodromes.
Planning applications for new sites and the enhancement of existing facilities should be supported directly
by both Central Government and the CAA. This support has been absent to date.

Aerodrome Safeguarding—the Safety Need for a National Policy

TheCAAhas transferred their responsibility for safeguardingGAaerodromes toLocalAuthorities (LAs)
and this has caused considerable problems. Many applications for safeguarding have been rejected because
LAs do not understand the subject and in one case the LA has stated that it was too busy to become involved
in safeguarding matters. The most obvious solution would be to return responsibility to the CAA,
particularly with the increasing number of wind farm proposals and their eVect on adjacent flying sites. This
is a safety issue and the only body that has the expertise to address it is the CAA. We would refer the
committee to ODPM and DfT and NAFW Circular 01/2003 dated 27 January 2003 in Annex 1 of which,
inter alia, there is specific mention that “Wind Turbine Development . . . can create certain problems for
aviation”. Indeed, an application for a wind farm that will generate more than 50kw by-passes even the
normal planning process through the local authority and the decision is made directly by the DTI which
further reduces the scope for objections.

Flying Training and Other GA Operations

The exclusion of GA, particularly flying training, activity from some airports and the absence of
alternative sites gives rise to major problems so far as the supply of UK trained commercial pilots is
concerned.Measures used to discourageGA include the reduction of the number of flying training operators
permitted at a particular location and the raising of landing charges to such an extent that continued
operation is no longer commercially viable. It is essential that as such operations are displaced the CAA
should be required to support applications to establish alternative training facilities. To date they have
refused to become involved. Ministerial statements that “We will seek to continue to support general
aviation . . .” (House of Lords, 27 February 2001) are helpful, but the CAA should be required to support
Government policy in this respect by supporting planning applications for new and extended GA facilities.
The provision of GA facilities, particularly for pilot training, is a national problem.
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The importance of having suYcient flying training facilities is emphasised by a recent survey that stated
that 86% of commercial pilots come from the self improver route. While some major airlines claim that they
are not dependent on GA for their supply, this is because they tend to recruit their crews from the smaller
airlines. GA trained pilots will usually commence their professional careers with such smaller airlines so the
linkages with major airlines are direct. If the supply of UK trained pilots is considered important then more
consideration must be given to the provision of alternative sites as GA becomes excluded from sites from
which they have previously been operating.

One solution to the shortage of flying training facilities would be to permit flying training from unlicensed
aerodromes. There are many considerations that have to be taken into account when making such a major
change, as is evidenced by the lack of success in attempts to reduce some of the more stringent requirements
for licensed aerodromes. However given appropriate standards regarding operation and safety this is an
option that has to be considered.

Airspace

GA generally requires the maximum amount of unrestricted airspace. Any proposals to increase
controlled airspace have therefore to take into account the needs of GA. Currently this aspect of GA
operation is handled satisfactorily through NATMAC. It is essential that GA continues to be represented
on bodies concerned with airspace allocation and classification. The CAA should recognize the needs of GA
in its approach to airspace policy.

Cost of Regulation and Need to Defer Changes until the CAA Complete their Current

Strategic Review

The new SRG Scheme of Charges, which bears heavily on GA, has been commented upon both by the
GAAC and individual member associations who have responded directly to the CAA. The GAAC holds
the strong view that it would be entirely inappropriate to introduce such major changes in charges before
the completion of the Strategic Review.We therefore advocate that implementation of these charges should
be delayed until the impact on GA has been revisited by the current CAA initiated Strategic Review of GA.

Statistics

The CAA publishes details of aircraft movements by aerodrome for some 60 licensed aerodromes. This
is hardly suYcient to monitor the use of GA aerodromes. Extension of the coverage to include all licensed
aerodromes, possibly in less detail than for those for which data are currently collected, would greatly
enhance the ability to monitor developments.

APPENDIX 12

Memorandum submitted by Mr Paul Handover

Conclusion

There is much evidence to indicate that the CAA have not been even-handed in ensuring that all sectors
of the UK aviation industry were strong, healthy and eVective in a fiercely competitive market.

However, the transfer of regulations to the European Aviation and Space Administration (EASA) has
profound eVects on the future of the UK CAA and, in a real sense, overrides historic criticisms. That the
CAA has to change is without question.

Thus the Committee has the opportunity to recommend that the enforced change of environment for the
CAA, as a result of EASA and the Single European Sky (SES), creates a unique opportunity for a complete
overhaul of the CAA. This to ensure those future airspace users, and the UK aviation industry, operate
within a “lightest touch” regulatory environment, proportionate to risk.

This outcome would be of major benefit, both socially and economically, to UK aviation users and
organisations and thus allow light aircraft to play a valuable part in a European transport system.

1. Remit and Powers

The structure and powers of the CAA are historically based on the concept of the United Kingdom being
an independent state operating, so far as aviation matters are concerned, under the Chicago Convention,
1944.

This independence is rapidly being overtaken by a European legislative framework, incorporated in UK
law, which transfers UK aviation regulation to the management of a unified European air transport system
known as the Single European Sky (SES).

Thus the remit and powers of the CAA have to change in the face of this legal reality.
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The role of the CAA is expected primarily to become one of a National Supervisory Authority (NSA)
with appropriate powers and remit defined by European legislation. The CAA as the UKNSA will be part
of a “peer review” process, again embodied within the European framework legislation, to ensure that all
European States are applying European aviation regulations in a common manner.

However, it appears that the CAA, as the UK NSA, will not, in itself, be subject to oversight by an
independent body. This is the situation that presently exists with the CAA where the only way of amending
a regulation is to lobby for an amendment to the Air Navigation Order, practically not very realistic.

Under a future SES environment while an airspace user can appeal to the CAA as the UK NSA, if that
user believes that he or she is disadvantaged in comparison to an equivalent airspace user in another
European state, there does not appear to be any provision for that user to use an appeals procedure to
challenge why the CAA has implemented a regulation in a particular manner.

— The powers of the CAA should be open to scrutiny in a way that allows all categories of UK
airspace users to inspect the way that regulations are drafted.

— There should be an appeals procedure to a body independent of the CAA for aviation users,
individual and corporate, who believe that the power of the CAA has been exercised in a manner
counter to their remit and objectives.

2. Performance

The author asserts that the CAA has not previously regulated General Aviation (GA) airspace users in a
manner proportionate to the risk of those users and that this over-regulation is causing significant economic
restraint to an important sector of UK industry.

The evidence for this is drawn from the following examples.

(i) Single engine aircraft, where that engine is a turbine, are capable of fast, eVective and safe journeys
across Europe. The CAA have hitherto been reluctant to authorise the use of these single turbine-
engined aircraft for the carriage of paying passengers under an Instrument Flight Rules (IFR)
flight. There is no substantive argument on any grounds, safety or otherwise, for not permitting
such use of a turbine single engine aircraft. Although theCAAare rumoured to be close to granting
such authorisation, the delay in so doing, measured in years, has been a significant restraint on the
growth of UK air taxi customers.

(ii) The Federal Aviation Authority (FAA) of the US recognise that there are many technological
benefits of fitting devices to aircraft in the smaller, General Aviation (GA) sector. Many of these
“after-fit” devices improve the navigational safety for light aircraft. TheCAAhas adopted the view
that any such device fitted to a US manufactured and FAA approved aircraft requires a complete
modification Certification process if that same, unaltered, aircraft is to be operated on the UK
register. This Certification process has no material safety benefit for UK airspace users and, by
denying users access to these devices, probably has a detrimental eVect on flight safety for light
aircraft users.

(iii) The CAA refuses to recognise that a pilot holding an FAA Instrument Rating is able to convert
that to a CAA (now JAA) Instrument Rating (IR) without embarking on a substantial amount of
further study and flight testing. The reverse is not true. This ludicrous situation has been the
driving force for growing numbers of aircraft owners transferring their UK based aircraft to the
US “N” register. Indeed, the CAA has lacked any commitment to promote the gaining of a UK
Instrument Rating in ways similar to the gaining of a FAA IR in the US thus denying huge
numbers of UK private pilots the safety benefits that come with such a rating.

Of course, the transfer of these areas of regulation to EASAmakes these examples just historic comment.
However, it underlines the culture that presently exists in the CAA and the damaging eVect it has been
having on the UK GA sector.

— The CAA in its future role of a National Supervisory Authority (NSA) must be measured in terms
of promoting the maximum beneficial economic eVect for the UK aviation industry, especially the
GA sector, commensurate with current and future safety and environmental objectives.

3. Effectiveness of the CAA’s Regulatory Framework

The CAA has been very eVective in achieving and maintaining some of the highest safety standards in the
world for UK aviation.

However, the previous section shows that the CAA have been slow and unresponsive, in terms of
performance, to many matters important to UK aviation users and organisations.

These same examples indicate a lack of eVectiveness in the regulatory framework applied to UK
aviation users.
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Under EASA and the SES, the CAA’s role will be significantly smaller as many functions transfer to
EASA. As an NSA, the CAA will still have regulatory powers, on behalf of EASA, for UK aviation users
and organisations. These powers, however, will have to be applied in a manner that achieves and maintains
a common balance across Europe. This is enshrined, for example, in the Common Requirements, now EC
law, for the Certification of Air Navigation Service Providers (ANSPs).

Should the CAA, as an NSA, interpret EASA regulations in a manner that is more onerous than
commonly interpreted across Europe then this will reduce the rights of UK aviation users and, in turn, the
competitiveness of UK aviation organisations.

— The future eVectiveness of the CAA’s regulatory frameworkmust bemeasured in away that allows
transparency of the CAA’s eVect on UK airspace users and a comparison with airspace users in
other European countries.

4. Effectiveness of the CAA’s Discharge of its Duties

The CAAhas been less eVective in promoting aGA environment conducive to a healthyUKGA industry
that would have been possible. Not only has this held back the ability of small private aircraft to provide an
eVectivemeans of transport for users, the over-regulation of this sector has not produced any safety benefits.

The CAAhas not recognised that its duties with regard toUK airports are to ensure that all airspace users
have an equal right of access to a licensed airport. This is evidenced by the pricing policies of many UK
regional airports that have, in eVect, denied the use of those airports to light aircraft, in contravention of
the “public use” requirement in the license conditions.

The CAA has been slow in recognising the advantages of light aircraft using GPS approaches to airfields
that do not have other facilities for allowing aircraft arrivals in Instrument Meteorological Conditions
(IMC). Other European countries are ahead of the UK in this respect.

Advances in the construction and reliability of light aircraft and in the provision of avionics especially in
the area of navigation systems have created the potential for light aircraft to be a viable major means of
transport across Europe, in the face of increasing delays and costs of other means of transport. That light
aircraft are used significantly for business purposes means that an eVective transport environment for GA
has a disproportionally positive eVect on UK industry.

— The future CAA must recognise the importance of the GA sector in a way that it has failed to do
in the past.

5. European Co-operation and Environment

By definition, airspace users predominantly operate across European borders. Thus the eVectiveness and
eYciency of European air traYc management (ATM) can only be accomplished by a European wide
regulatory and management approach. Already, under the auspices of EASA and the SES we are seeing
significant advances in ATM eYciency. By example, the Central Flow Management Unit (CFMU)
celebrates 10 years of operation this year and has been instrumental in improving ATM eYciency and
reducing delays for airspace users.

— This European environment is crucial to the health of the entire European airspace industry. The
UK aviation sector has the skills to be a leading player in the European market. The CAA has to
change radically to embrace this European initiative and to ensure that UK companies take full
advantage of the opportunities.

APPENDIX 13

Memorandum submitted by the British Helicopter Advisory Board

The British Helicopter Advisory Board was established as a non-profit making organisation in 1969 to
promote the use of helicopters throughout the United Kingdom. It is concerned that helicopter operations
are conducted safely and responsibly with due regard for environmental issues. On behalf of our 242
members that include major OVshore operating companies, maintenance and repair organisations, Police
and Air Ambulance operators, and private owners, we submit the following memorandum to the
Committee.

1. Introduction

Civil Aviation is generally divided into two sectors: Commercial Air Transport and General Aviation.
The former is well served by the Regulator although there are issues in relation to size of the operation and
disproportionate costs borne by small companies. General Aviation has several definitions according to the
context of the discussion but it is generally accepted that General Aviation encompasses all aviation activity
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for which an Air Operators Certificate is not required. The objectives for the CAA that are set out in Section
4 of the Civil Aviation Act 1982 focus on British airlines and Section 3 contains only oblique references to
General Aviation. It is not surprising therefore that there is no clear policy on General Aviation in the UK.
Despite protestations by the major airlines to the contrary, it is known that the majority of pilots entering
commercial aviation do so from aGeneral Aviation background on a path that starts with small commercial
operators. General Aviation operates in the main from minor or private airfields and in unregulated
airspace, both of which are under threat by property and wind farm developments. Without a clear general
aviation policy, these developments continue to encroach upon General Aviation activity to the detriment
of the industry.

2. Policy

In our view, there are three areas that require comment with regard to the establishment and operation
of the CAA and these must be related to the inevitable convergence of UK and EU policy for aviation:

2.1 Aviation Policy

Aviation has burgeoned since the end of World War II to the extent that it has now become an integral
part of our everyday lives. Holiday makers, businessmen, sportsmen and housewives depend upon aviation
for travel, recreation and groceries. Aviation contributes a significant amount to the UK GNP yet the
industry is regulated from the perspective of safety rather than National policy. There is a clear need to
formulate a policy for aviation that has regard for the process as a whole. The policy must extend to include
General Aviation in order to prevent its suVocation from unsustainable regulatory charges and
inappropriate legislation.

European integration under the European Aviation Safety Agency depends upon the convergence of
policy whilst retaining equivalent or better levels of safety. A policy that embraces the framework of
training, funding, taxation, airports, airspace and regulation is fundamental to this convergence.

2.2 Cost Recovery

Almost alone amongst the European States, the UK has been required by Government to fully recover
the cost of regulation from those regulated since its formation in 1972. Elsewhere in Europe, some States
administer a partial regulatory charge but in the main, regulation is funded by government. Convergence
under these terms cannot be achieved in a fair and transparent way and ultimately it will be our own industry
that pays the price for trading on unequal terms.

Currently, the CAA and industry are engaged in an ever increasing round of consultation, committee
work and self assessment aimed at improving the eYciency of the CAA and reducing the cost of oversight.
This eVort is significant and is detrimental to the real tasks of aviation and regulation. It is known that the
entire regulatory cost of aviation in the UK could be met by an almost unnoticeable passenger levy of
approximately £1.00 per passenger journey. This simple policy change, if implemented, would both simplify
and improve the eYciency of regulation along the path to convergence.

2.3 Return on Capital Employed

The CAA is unique in Europe in one other area; that is the UK Department for Transport requirement
that the Agency makes a return on capital employed of 6%. As a Self-Financed Public Corporation, the
CAA should be subject to HM Treasury instructions set in September 2003 that returns are be limited to
3.5% where no competition is present. However, were the CAA to be funded by passenger levy, this
inconsistency would be removed at a stroke.

3. Conclusion

The British Helicopter Advisory Board submits three policy issues for consideration by the Transport
Committee. They are:

— The requirement to formulate an integrated policy for aviation that is capable of European
convergence.

— That consideration be given to the way in which the CAA is funded in comparison with existing
European practice.

— That the rate of return on capital employed is reduced in line with HM Treasury instructions.

10 November 2005



3287501059 Page Type [O] 31-10-06 23:21:42 Pag Table: COENEW PPSysB Unit: PAG5

Transport Committee: Evidence Ev 229

APPENDIX 14

Memorandum submitted by Mr Julian J Berry

1. Remit and Powers

With the continued —and continuing—increase in European regulation of aviation within the UK,
primarily through EASA, the role of the CAA must change to reflect it.

The powers granted to the CAA should also incorporate some form of external and independent appeals
structure; the current situation where the CAA is judge, jury and executioner is intolerable.

2. Performance

The CAA has been far too heavy handed with the regulation of General Aviation (GA) in the UK, using
themantra of “safety” as their raison d’être. However, this regulation has not been proportionate to the risks
involved with (GA), leading to an industry sector being burdened unnecessarily.

Several examples spring to mind, including the failure to recognise the ICAO compliant FAA Instrument
Rating, and the reluctance to accept modifications previously certified by other ICAO regulators (such as
FAA STCs). Both of these issues manifestly reduce the safe conduct of many UK GA flights.

The future CAA should spend far more time and eVort in promoting safe and expeditious GA activity
than they have in the past, rather than just looking at ways in which to say “No, you can’t do that”.

3. Effectiveness of the CAA’s Regulatory Framework

I would argue that, whilst the CAA has undoubtedly overseen an extremely safe aviation sector in the
UK, this has been done in a heavy-handed, over zealous and disproportionate way. I would also argue that
the same results could have been achieved by a more practical & pragmatic approach to regulation.

4. Effectiveness of the CAA’s Discharge of its Duties

By concentrating toomuch on “why something can not be allowed” that CAA have failed to promote the
benefit of GA to UK PLC. The CAA have failed to ensure all users have an equal right of access to many
regional airports—so vital for business travel—by allowing these airports to charge punitive and
disproportionate user fees. The CAA has failed to keep up with technological advances, such as authorising
GPS approach procedures, unlike many other national regulatory bodies.

5. European Co-operation and Environment

I have no comments to make in this section.

7 November 2005

APPENDIX 15

Memorandum submitted by the Guild of Air Pilots and Air Navigators

The Guild of Air Pilots and Air Navigators (GAPAN) has much pleasure in responding to the request of
the Transport Committee of the House of Commons to present its views on the “Work of the Civil Aviation
Authority (CAA)”.

In the very short time available to collate the comments of our members, we would make the following
observations:

— The UK CAA is considered to be amongst the safest, if not the safest, regulator world-wide. So
far as the Guild is aware, the CAA performs to a high standard with respect to its statutory
objectives and functions; the regulatory framework is eVective although some would query its
eYciency.

— It discharges its duties in an eVective manner generally although again some would query the
eYciency—eg, repetitious visits where required information should have been known—and is
struggling manfully to work with the fledgling European Aviation Safety Agency (EASA).

— This, however, comes at a cost, some would argue a fairly high cost on occasions, which is passed
onto the users who are then at a commercial disadvantage to their European competitors.

— Funding of the CAA should be from central Government in line with other European states or
from a very small surcharge to each and every passenger.
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— The DfT requirement that CAA produce a 6% return on assets should at a minimum be reduced
to 3.5% as per HM Treasury instructions, when setting fees and charges for services where there
is no competition. Is there any sensible justification for a return on assets employed?

— The emphasis should be on safety at an economically reasonable cost, and one that all sections of
the industry can bear. The planned increases for General Aviation (GA) over the next few years
are a case in point where the principle of “ability to pay” has not been taken into account
suYciently. Whereas the regulatory costs for some GA operations may approach 8%, those for
large commercial airlines are approximately 0.2% of turnover.

— The new CAA Scheme of Charges bears heavily on GA, and the Guild has responded to the CAA
on this matter. The Guild believes it to be entirely inappropriate to introduce such major changes
in charges before the completion of the Strategic Review which the Chairman of the CAA
subsequently announced. Therefore implementation of these increased charges should be delayed
until the impact on GA has been assessed by this review.

— It is the belief of the Guild and other aviation representative bodies, that the “root and branch”
review of GA matters to ascertain—What they do and Why do they do it?; “Is it Needed?”; if it
is, Is it being performed cost eVectively—is overdue.

— Once the GA review has been completed, there should be similar reviews of the other areas of
CAA activity.

— The Guild believes that there is too much emphasis placed on self regulation. Some would argue
that the industry would benefit from a more assertive regulator perhaps employing the use of
sanctions as per the FAA, although whether the CAA has the necessary expertise is an open
question.

— Some functions, such as airworthiness matters for foreign manufactured GA aircraft, generate
inordinately high charges particularly in relation to such regulators as the FAA, and eVectively
force owners to stay on a foreign register. It should be noted that there is current consultation on
the question of permanently UK based foreign registered aircraft.

— The CAA should be more pro-active in implementing controlled airspace where required by the
rapid increase in civil transport operations, particularly for those airports used by the low fare
airlines—eg, Coventry, Doncaster, etc—while preserving so far as is possible the airspace required
by GA. It would appear that the CAA feel that it needs to await “incidents” before implementing
controlled airspace rather than simply protecting published procedures.

— Aerodromes—there is a need for a National Policy. The UK appears to lack a unified national
policy on aerodromes. The CAA, as well as HMG, has a role in ensuring this. The CAA has to
recognise that GA aerodromes are an essential element of the UK’s national transportation
infrastructure, be it for business or leisure.

— A national planning policy for transport should recognise the value of a network of GA
aerodromes. Planning applications for new sites and the enhancement of existing facilities should
be supported directly by both HMG and the CAA. This support has been absent to date.

— The CAA has transferred their responsibility for safeguarding GA aerodromes to Local
Authorities causing serious problems. Many applications for safeguarding have been rejected
because Local Authorities do not understand the subject and in one case stated that it was too busy
to become involved in safeguarding matters. Responsibility should be returned to the CAA.

— The exclusion of GA, particularly flying training, activity from some airports and the absence of
alternative sites gives rise to major problems so far as the supply of UK trained commercial pilots
is concerned. The provision of GA facilities, particularly for pilot training, is a national problem.

APPENDIX 16

Memorandum submitted by de Havilland Support Limited

Background

Our Company, deHavilland Support Ltd (DHSL), began operations in April 2001 having assumed, from
BAE Systems, responsibility as the Type Design Organisation for the wide range of de Havilland historic
aircraft (types such as the Tiger Moth, Chipmunk and Dove). Later, responsibility for the Beagle Pup and
the Scottish Aviation Bulldog was assumed, also from BAE Systems. Although a very small Company with
only four full-time employees, DHSL holds the Type Certificate (or its equivalent) for 15 distinct aircraft
types, 45% of the total number of aircraft types presently certificated in theUK (seeAppendix 1 toUKCAA
Airworthiness Notice (AWN) No 26). As a Type Design Organisation, the Company is approved under the
terms of British Civil Airworthiness Requirements (BCAR) to take any necessary action to sustain the
continued airworthiness of its aircraft types. This activity has to be undertaken togetherwith the CAAwhich
has ultimate authority and power of veto over what the Company can do.
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Remit, Structure and Powers of the CAA

There is a clear need for a National Aviation Authority to oversee civil aviation safety in the UK. That
authority must be cascaded from Parliament in legislation fit for purpose and therefore widely acceptable
to the regulated community. The CAA’s structure as far as the control of airworthiness is concerned is
largely centred on the needs of commercial air transport and the application of these procedures to the
bottom end of the light aviation sector is overkill. It is not essential that the CAA itself administer the day-
to-day duties of continued airworthiness for aircraft below 2,730 kg, as has been shown so clearly in the
delegation of these functions for gliding, microlight and home-built aircraft, balloons and parachuting.

It is essential that the CAA quickly restructure to take account of the advent of the European Aviation
SafetyAgency (EASA). For themuch smaller direct responsibilities it will retain (ie, to oversee the continued
airworthiness of “Annex II” or “non-EASA” aircraft) the CAA must adopt a more streamlined structure
with the processes and manning suited to the task. There should be a section of the CAA devoted to the
oversight of commercial air transport, looking in as much detail as is required to ensure the safety of the
travelling public. The regulation of light aviation can and should be handled in a less authoritative manner,
by making wider use of delegations to approved organisations with the CAA adopting an “eyes on, hands
oV” approach to regulation and control of this sector. No doubt the CAA would respond that industry
cannot be trusted to do this, but the CAA is wrong and is just trying to protect its personnel and position.

The Transport Committee would benefit from looking at the work ofMr Bruce Byron, the relatively new
Chief Executive OYcer of Australia’s Civil Aviation Safety Authority (CASA). Mr Byron has invigorated
what had become amoribund organisation that waswidely discredited in the eyes of theAustralian industry.
The CAA is widely discredited in the eyes of the UK industry, especially the light aviation sector, and many
of the directives from Mr Byron in Australia are equally applicable to the UK CAA. Specifically, the
Government should be seen to give firm direction to the CAA and ensure that its requirements are carried
out, not leaving the CAA to do as it wishes. A public “CASA Charter Letter” set out by the Deputy Prime
Minister does this in Australia; our Government should also adopt such firm and positive leadership of
the CAA.

Most importantly, there is no independent check on the actions of the CAA. Whilst there is the ability to
make a complaint under the terms of Regulation 6 of the CAA Regulations 1991, this process is onerous
and hard for the layman to follow without qualified legal assistance. Moreover, such complaints are judged
by theCAA itself, which inspires little confidence as to the independence of any investigation and judgement.
Some form of independent authority is needed, such as OTELO that investigates the telecommunications
industry, to whom complaints against the CAA’s actions can be directed. The complaints process needs to
be simple and straightforward, as is the process adopted by OTELO, and accessible to people without the
costs associated with formal legal action.

In summary, the CAA must re-organise and streamline, with the current changes in Australia’s CASA
providing an excellent model for consideration. There should be wider delegation to industry in the light
aviation sector and the CAA should operate in an “eyes on, hands oV” manner. The Government must
exercise closer control of the CAA’s actions in an open and transparent manner, with Australia again
providing an eVectivemodel. Finally, there should be some formof external “regulator” overseeing thework
of the CAA oVering a simple and eVective but independent means of investigating complaints against the
CAA.

CAA Performance in Relation to Statutory Requirements

In terms of its performance against its statutory objectives and functions, the airlinesmight deem theCAA
exemplary. The whole focus of the CAA’s objectives and functions is on the development of the airlines and
commercial air transport. Whilst the importance of these issues, both in terms of public safety and the
economic prosperity of the Country should not be underestimated, clear directionmust be given to the CAA
to ensure the equitable treatment of other sectors of aviation. The light aviation sector is oppressed by
regulation and demands attuned to the simplistic commercial air transport “one size fits all” outlook of the
CAA. Moreover, many of the CAA’s personnel lack the skill, knowledge and experience to use flexibility
or judgement in the application of the BCAR, leading to a culture of regulation by rote.

It is our view that the CAA’s approach to the regulation of light aviation has done more to bring about
the demise of civil light aircraft design and manufacture in this country than any other single factor. Almost
all this activity in the UK has now ceased other than in the homebuilt and microlight sectors, which are
largely self-regulated. Nonetheless, even in these sectors there is nothing like the vigour and innovation that
can be seen in other countries of the EU, especially those in Eastern Europe. Like the typical “British
disease” of gold-plating regulation, the CAA’s hard-line interpretation of the Requirements does not lead
to improved safety. If anything, it deters people from open and honest reporting and drives activity
underground and unreported. The CAA’s performance in overseeing the light aviation sector is over-
bearing when considered against the risk to the public of the sector’s activity, as was clearly spelled out in
a recent article in the magazine “Today’s Pilot”.18 Arguably, the light aviation safety record in this country
is as good as it is (and it is by no means perfect) despite the actions of the CAA.

18 Third Party Risk—Fact or Fiction by Robert Saundby Today’s Pilot December 2005, pp 32 and 33.
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In summary, the statutory objectives and functions focus the CAA’s activity on the airlines and
commercial air transport. As a result, other sectors such as light aviation have been over-regulated, to the
detriment of safety and to the extent that there is little or no design and manufacture of certificated civil
aircraft in this country. TheCAAmust be issuedwith a clear and open directive by theGovernment, perhaps
following the Australianmodel quoted above, to give appropriate weight to fostering the needs of all sectors
of aviation, not just the airlines and commercial air transport.

Effectiveness and Efficiency of the CAA’s Regulatory Framework

In the field of light aviation, the CAA’s regulatory framework is both ineVective and ineYcient. The
regulatory framework promulgated in BCAR served a purpose when this country designed and
manufactured commercial transport aircraft, but that is no longer the case. Whilst some regulatory
framework is essential, the zealous application of BCAR to light aircraft has stifled innovation and technical
development, preventing the ready adoption of new technology and other measures to mitigate the
environmental impact of light aircraft (such as engine silencers). This has led to such practices as the
prolonged use of out of date and fuel ineYcient engines. Product improvements aimed at improving aircraft
reliability and maintainability have similarly been stifled, not only adding to the cost of aircraft operation
but also denying the safety benefits which accrue from such developments.

Perhaps driven by a fear of legal action, the CAA seems to have adopted a fierce “regulation by rote”
attitude, showing no hint of flexibility and not allowing the use of judgement, however soundly it might be
based on the skill, knowledge and experience of individuals in the industry. StaVs at the CAA are paid huge
salaries when compared with the light aviation industry, and they enjoy the benefits of index-linked final
salary pension schemes, yet they are not prepared (or not allowed for fear of legal action?) to exercise
judgement. If their approach is to be one of book-watching and hiding behind the requirements then they
should be paid much reduced salaries and benefits which befit the lack of added value they bring to the
interests of public safety and continued airworthiness.

Moreover, and most fundamentally, the responsibilities for the certification and control of continued
airworthiness have largely passed to EASA. After September 2008 the CAA will be required to publish its
own Requirements only for the regulation of “Annex II” or “non-EASA” aircraft, which are almost all so-
called vintage or classic light aircraft, albeit that some are used for the purpose of public transport (ie, flight
training). Given this change, the opportunity has arisen for a complete overhaul of BCAR, allowing the
Requirements to be rewritten with the co-operation of industry to be best suited to the needs of the sector
and to safeguard the interests of public safety and continued airworthiness. The revision of BCAR could
permit greater delegation to industry, allowing the CAA to operate on a much more appropriate “eyes on,
hands oV” basis, using audit as the means of control.

Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

It is in the area of the eVectiveness and eYciency of the CAA in the general discharge of its duties that
most of our concerns lay. As highlighted above, the CAA has become obsessive and ultra pedantic in its
application of BCAR—in our terms, regulation by rote—to the detriment of safety. On the surface such an
approach should enhance safety. However, in reality, it has entirely the opposite eVect. When carrying out
an audit of an aircraft or a maintenance organisation the obsession with paperwork results in obvious
operational or aircraft technical shortcomings being missed, especially in the light aviation sector. This is
largely because the CAA surveyors have little or no skill, knowledge or experience of this level of activity,
most of them having been recruited from the airlines. As a result organisations face unrealistic demands
more suited to commercial air transport being placed on them, adding to cost and bureaucracy for no added
benefit in safety. Indeed, quite the reverse almost certainly occurs with some people perhaps resorting to
keeping things hidden for fear of the imposition of excessively bureaucratic requirements.

To obtain its CAA approval to trade, a design or maintenance organisation is required to have the
credentials of its staV approved by the CAA. However, there is no reciprocal requirement to ensure the
competence of the CAA surveyors in the eyes of industry. The fees charged by the CAA (currently £120.00
per hour—including travelling time) demand that the CAA oVer value for money. That is not the situation
at present and industry must pay the cost of individual CAA personnel learning about individual aircraft
types and systems. This happens time and time again and costs therefore mount. More seriously, it is often
the case that whenever the surveyor overseeing a long-term project is changed previous agreements with the
CAA, even those made in writing, are overturned because the new surveyor has a diVerent interpretation
of the Requirements.

In the light aviation sector the CAA does not direct its audit and inspection activity towards the area of
highest risk. For example, many operators oVer so-called “trial lessons” using aircraft certificated in the
current Transport (Passenger) Category. These aircraft can be worked very hard but often they do not get
the maintenance back-up that such operations demand. On the other hand, classic aircraft in the hands of
a doting private owner can be looked after to an extremely high standard, only to be scrutinised to same
extent as a commercially-operated aircraft. The CAA does not appear to use a risk-based approach to the
audit of these aircraft and organisations, seemingly giving commercial operations no greater scrutiny than
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that given to a private owner. It is our experience that the worst examples of poorly maintained aircraft are
to be found with the commercial operators and despite raising this concern with the CAA at a number of
meetings we have seen no evidence that the CAA has changed its policy and implemented greater scrutiny
of the higher-risk activities. The CAA can be expected to rebut this allegation, but we see the condition of
the aircraft and we see details of the accident and incident statistics from the CAA’s own database—the
majority of arisings concerning our aircraft types involve the commercial operations.

In summary, the CAA is ineVective and ineYcient in the discharge of its responsibilities within the light
aviation sector. Its staV lack skill, knowledge and experience of the sector and are inconsistent, adding
significantly to industry costs with no improvement in safety. Indeed, the “regulation by rote” approachmay
actually work to the detriment of the highest standards of safety. More seriously, the CAA seems not to
direct its eVorts within the sector to the areas of highest risk. The CAA’s “one size fits all” approach to
regulation and enforcement, based on the airline and Airbus level, is wholly inappropriate to the needs of
safety in the modern era and has done much to kill oV the design and manufacture of certificated light
aircraft in the UK.

Effect of Growing International Co-operation on theWork of the CAA

TheGovernment is determined to show that the UK is a committed member of the EU and has embraced
formation of the EASA as the arbiter of aviation safety in Europe. Whilst EASA still has much to learn and
faces a huge task to take over fully its new responsibilities, it is the attitude and approach of many National
Aviation Authorities such as the CAA which is serving to undermine the advantages that EASA will bring.
Whilst EASA will set the regulations, in the UK it is the CAA that will implement them. Already we can
see the CAA posturing to prevent or at least delay the adoption of EASA regulations. It seem certain that
in its implementation of EASA regulations the CAAwill sustain its own “one size fits all” mind-set and will
continue the damage it has already done to countless small and medium sized businesses in this Country.

Independently of the CAA, the Government should seek from EASA a clear understanding of the intent
of each of its aviation safety regulations and that intent should be incorporated into an openDirective from
the Government to the Chairman of the CAA. Without such clear and public direction, the CAA will not
change its ways and will continue to stifle the development of aviation in this Country, to the detriment of
the economy. People will realise that elsewhere in Europe the enforcement of regulations is more in keeping
with EASA’s intent and work will be lost from the UK. Already EASA has assumed considerable
responsibilities from the CAA but there are still no signs of restructuring or change. It is understood that
already EASA is seeing more applications for modifications from the UK than from any other EU country
because of the CAA’s obsessive regulatory stance. Such inconsistency is harming aviation in the UK and
the CAAmust be forced towork to the intent of the EASA regulations, not to its own gold-plated perception
of that intent. If the CAA fails to act responsibly in this way then pressure needs to be placed on the
European Parliament to enact legislation giving EASA powers of control over the CAA. Naturally, the
CAA will say that its stance is ensuring the highest standards of safety, but there is no evidence in support
of that. Indeed, one might argue that the safety record of light aviation in the UK is worse than that in other
countries which are known to have a “light touch”.

In summary, the advent of EASA has the potential to streamline and standardise the regulation of
aviation across the EU. However, the benefits of this hinge wholly on the CAA’s interpretation and
implementation of the new requirements. Already we are seeing attempts by the CAA to delay or water
down EASA’s influence and industry is fearful that the CAA’s implementation of the new requirements will
be shrouded in the old gold-plated ways which have done so much to destroy the UK’s civil aviation design
andmanufacturing industry. Independent of the CAA theGovernment should seek details of EASA’s intent
and enshrine that intent in an open Directive to the Chairman of the CAA. Only in that way will the CAA
be forced to change its old and dated “one size fits all” ways.

Conclusion

The CAA is both ineVective and ineYcient and has become moribund. Its attitudes and influences have
done much to bring about the demise of design and manufacture of certificated aircraft in the UK. Today
the CAA adopts a zealous “regulation by rote” process that has done much damage to small and medium
sized businesses yet without providing any material enhancement of aviation safety. Indeed, the CAA’s
approach may be having the eVect of driving certain activity underground, undoubtedly undermining
aviation safety. TheCAA lacks staVwith skill, knowledge and experience of light aviation and fails to deliver
the level of service its hugely expensive charges should oVer. One cannot escape the conclusion that the CAA
needs a big shake-up and it is essential that an independent regulator or Ombudsman be appointed to hear
complaints about the actions of the CAA. For those functions it will retain in the post-EASA era, the CAA
should be encouraged to implement a policy of maximum delegation to industry, adopting an “eyes on,
hands oV” attitude with control exercised through a process of audit.

Indeed, the advent of EASA provides an opportunity for the CAA to restructure and refocus its activity.
To do that however, the CAA needs to be given clear and open direction from the Government. If the CAA
is left to go its own way it will revert to its old “one size meets all” gold-plated ways which is not what the
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European Parliament, EASA or the aviation industry wants or needs. The way the Australian Government
has handled a similar situation with its own National Aviation Authority, CASA, serves as an excellent
model of the way ahead and I commend the Committee to study this example.

11 November 2005

APPENDIX 17

Memorandum submitted by the Transport and General Workers’ Union

Introduction

The Transport and General Workers’ Union (T&G) is the largest trade union representing over 49,000
workers employed in the civil aviation industry. We welcome the opportunity to contribute to the enquiry
by the Transport Committee into the work of the Civil Aviation Authority (CAA).

In our memorandum we concentrate on two elements of the work of the CAA. Firstly, we comment on
its economic regulation and how it impacts negatively on pay bargaining. Secondly, we comment of its
health and safety regulation, giving some examples of its failure, then suggesting some measures to rectify
these failures.

According to its website (http://www.caa.co.uk/default.aspx?categoryid%1) The CAA, which is a public
corporation, was established by Parliament in 1972 as an independent specialist aviation regulator and
provider of air traYc services.

Following the separation of National Air TraYc Services from the CAA in 2001, the CAA is now the
UK’s independent aviation regulator, with all civil aviation regulatory functions (economic regulation,
airspace policy, safety regulation and consumer protection) integrated within a single specialist body.

The UK Government requires that the CAA’s costs are met entirely from its charges on those whom it
regulates. Unlike many other countries, there is no direct Government funding of the CAA’s work.

The Economic Regulation Group

Again according to its website the Economic Regulation Group (ERG) regulates airports, air traYc
services and airlines and provides advice on aviation policy from an economic standpoint. Its aim is to secure
the best sustainable outcome for users of air transport services. ERG’s main tasks are to promote
liberalisation through the removal of Government-imposed restrictions to entry to the airline market and
to facilitate the optimal supply and regulation of aviation infrastructure. The ERG acts as expert adviser to
the Government and collects, analyses and publishes statistical information on airlines and airports.

Specific responsibilities of the CAA include:

— Economic Regulation of Airports.

— Economic Regulation of National Air TraYc Services.

— Economic Policy Advice to Government.

— Statistics.

— Surveys.

We have major reservations about some of these stated objectives, which would appear to be subjective.
The “aim is to secure the best sustainable outcome for users of air transport services” raises a number of
questions. Who is the user of air transport services? Is it the final end user ie the passenger or shipper, or is
it the airlines using a CAA regulated airport? The best sustainable outcome could be diVerent for the end
user compared with an airline.

One of the CAA main tasks is “to promote liberalisation through the removal of Government-imposed
restrictions to entry to the airline market and to facilitate the optimal supply and regulation of aviation
infrastructure”. Clearly, this raises questions as to the removal of restrictions to entry into the airlinemarket.
Barriers to entry can either be quality—safety, or quantity—numerical.

We believe that any reduction in existing safety standards resulting from the liberalisation agenda should
be resisted unless it can be properly justified after proper consultation with all the relevant stakeholders.

In regard to a relaxation of quantity restrictions, this may result in increased competition, and when it
does our experience indicates that this tends to lead to pressure to reduce labour costs in order to maintain
profitability. Experiences from other industries is that as a result of increased competition there is the
lowering of levels of employment in existing firms and reduced earnings.

In the past the CAA have stated that: “. . . and the economy generally should also gain from the usual
benefits of increased competition—greater eYciency, enhanced innovation, and a better deal for consumers
in terms of increased choice and lower prices” (CAP 749: 3). Yet there is no mention of profits, which is in
the majority of cases will be a firm’s main driver.
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However, most economic theory in regard to the liberalisations of markets, especially transport markets,
is founded on the discredited “Contestability Theory” which believes that competition or the threat of
competition acts on reducing prices to or about where the price equals marginal cost.

For our members employed in the companies coming under CAA regulation it would be diYcult to say
that they have benefited from the liberalisation of the airline market. For example British Airways reduced
its labour force by nearly 5% in the last financial year 2004–05, and are facing more cuts in the future. Also
the British Airports Authority has just announced 700 job cuts.

Given that the CAA is the regulator for the whole of the industry, we believe it should take into account
the results of its action for the whole of the industry, including those who work in it, and not just the end
user, whoever they may be!

It is our view that many of the economic policies pursued by the CAA are based on a neo-classic economic
agenda, which has little or no relevance to today’s airline industry. However, there is some recognition on
the part of the CAA of possibility of regulatory capture by the airline industry. “The CAA recognises that
care must be taken in increasing the role played by the airlines in setting price controls” (CAA May 2004:
41). Most of its reports and publications are based on information supplied by the companies operating in
the industry, and it is in the interests of the employers in the airline industry to keep employment conditions
below the market-clearing rate, and the CAA could be consciously or unconsciously supporting this.

Also when the CAA set the price for the price regulated airports by definition it has limited the role of
collective bargaining in determining the wage rate. Once the price controls are set there is only a fixed size
cake from which wages can be taken. We would draw the Committee’s attention that during the last airport
reviews, it would appear that the CAA did not consult with any trade union “on the approached [sic] taken
to, and process of, the airport reviews” (CAA: May 2004: 55).

Safety Regulation

The stated role of the CAA’s Safety Regulation Group (SRG) is to ensure that UK civil aviation
standards are set and achieved in a co-operative and cost-eVective manner. The SRGmust satisfy itself that
aircraft are properly designed, manufactured, operated and maintained; that airlines are competent; that
flight crews, air traYc controllers and aircraft maintenance engineers are fit and competent; that licensed
aerodromes are safe to use and that air traYc services and general aviation activities meet required safety
standards.

To monitor the activities of this complex and diverse industry, the SRG employs a team of specialists.
According to the CAA: “They have an exceptionally wide range of skills, including pilots qualified to fly in
command of current airliners; test pilots able to evaluate all aircraft types; experts in flying training, leisure
and recreational aviation activities; aircraft maintenance surveyors; surveyors conversant with the latest
design and manufacturing techniques; flight test examiners; aerodrome operations and air traYc control
specialists; and doctors skilled in all branches of aviation medicine”.

Specific responsibilities include:

— Commercial Aviation.

— General Aviation.

— Harmonising European Standards.

— Flight Operations.

— CAA/SRG Support to Government.

— Passenger Safety.

— UK Register of Civil Aircraft.

— Aircraft Maintenance.

— Structures, Materials and Propulsion.

— Aircraft Airworthiness.

— Aircraft Design and Manufacturing.

— Flight Crew Licensing.

— Medicals.

— Human Factors.

— Air TraYc Control Services.

— Aerodrome Licensing and Inspections.

— Incident Reporting.

— Research.

— Carriage of Dangerous Goods.

— International Consultancy and Training Services.
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Background Comments

In regard to safety, one of the CAA’s primary roles is to ensure that general aviation activities meet
required safety standards, eg it scrutinises any occurrences which have possible safety implications (eg which
might lead to incapacitation). But it has not considered that its responsibilities extend to events leading to
aircraft crews or passengers feeling unwell.

Under section 7 (1A) of the CAA Aviation Health Act(?) the Secretary of State is to be responsible for
“organising, carrying out and encouraging measures for safeguarding the health of persons on board
aircraft”.

The CAA has also taken a parochial view of health and safety, limiting itself to the aircraft and not to
the airport environment, which presently comes under the Health and Safety Executive. We have
consistently argued that there should be one overarching authority responsible for all health and safety
issues in the airports. Our preferred agency is the HSE because they have a “people” orientated approach
to health and safety, while the CAA has a system-based approach!

This system-based approach has resulted in this parochial viewwhichmanifests in the culture of the CAA.
As will be seen from above, no mention is made of the involvement of trade union health and safety
representatives, or health and safety committees. We find this incredulous at the start of the 21st century.

We now want to highlight specific issues in regard to health and safety to emphasise this parochiality:

1. The CAA issued a paper on air quality in 2004 that indicated that air quality was within exposure
limits, although they did acknowledge they had not investigated the long term health issue. Their
conclusions were based on:

(a) air sampling research that was never done during a contaminated air event, or as far as we are
aware a simulated contaminated air event; and

(b) data presented in a commercially restricted British Aerospace (BAe) document in which
limited toxicological testing was undertaken and the research methodology was not subject to
independent peer review.

2. The CAA has failed to collate further data via air quality monitoring or address possible
underreporting of contaminated air events.

3. TheCAAhas failed to act on reported elevated levels of carbonmonoxide or to investigate the presence
of the organophosphate Tri-Cresyl Phosphate (TCP) in aircraft.

4. The CAA has failed to carry out health monitoring or investigate health eVects in crew or to endorse
ongoing research studies into this issue.

5. The CAA has failed to provide a medical protocol to deal with aVected crews and passengers.

6. The CAA has failed to ensure that passengers are informed if they have been exposed.

7. The CAA has failed to install existing technology (air filters) to reduce potential contamination.

8. The CAA appears unaware of the limitations of current toxicological data.

As a result of these failings we believe that the health and safety role the CAA should be substantially
revamped, and would suggest the following changes:

— That the health and safety responsibilities of the CAA should be transferred to the HSE. Failing
this an independent ombudsman system should be introduced so that any future failings in CAA
responsibilities can be brought to the attention of the public more swiftly.

— That the CAA commission an independent research project to quantify fully the toxicological
eVects of inhaling pyrolised synthetic jet engine oils and hydraulic fluids in humans both in the
short and long term.

— That the CAA commission an independent wide scale health survey of crews who have flown the
British Aerospace BAe 146.

— Make it compulsory to advise the public when they have been exposed to contaminated air.

— Endorsement of the Federal Aviation Administration (FAA) research project to determine what
chemicals are present during contaminated air events.

— Fit contaminated air detection systems to all civil aircraft.

— Recommend all airlines fit bleed air filtration systems to their civil aircraft.

Conclusions

We have major concerns in regard to the work of the CAA especially in its role as an economic regulator
that it does not recognise the impact of its price regulation has on collective bargaining.

The CAA role as a regulator for Health and Safety should be transferred to the HSE.

November 2005
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APPENDIX 18

Memorandum submitted by the British Microlight Aircraft Association

The BMAA is a member of both the General Aviation Alliance and the General Aviation Awareness
Council, and fully supports the submissions those two bodies have made to you. However we have some
additional comments that you may wish to take into consideration. The BMAA holds approvals from the
CAA for the airworthiness of the UK microlight fleet and for the licensing of microlight pilots under the
National Private Pilot’s Licence.

1. The Remit, Structure, and Powers of the CAA

Remit

From the viewpoint of a recreational flying association, in the “not for profit” sector, whose members’
primary aim is to enjoy “aVordable aviation”, the CAA is seen as an increasingly expensive and increasingly
less competent regulator. While our relationship with individual members of CAA staV remain cordial and
professional, it is increasingly apparent to us that we are being expected to maintain standards to continue
to hold our CAA approvals that the CAA itself cannot meet. For example we have waited just under a year
for a response to a proposed amendment to our Technical Procedures Manual, which forms part of our
Airworthiness Approval, and have been awaiting since June 2004 the re-issue of an exemption aVecting
hundreds of our members or for alternative arrangements to be made. However we have fixed periods to
respond to issue reports raised at audit by the CAA, failure to respond in time will result in the suspension
of our approvals. A double standard we feel.

To us the CAA remit appears to be weighted towards the protection of theUK’s airline industry and does
not take suYcient account of the value of the recreational flying sector, both in attracting people into
aviation, many of whom go on to fly professionally, and in providing employment via flying schools,
microlight and other aircraft manufacture, and other SMEs providing products and services to the sector.
We feel that the CAA remit should include the requirement to provide a viable GA sector in the UK while
taking a realistic and sympathetic view of the cost and bureaucratic burden experienced by the
recreational pilot.

Structure

As an Association that is directly accountable to its members and cannot increase membership fees
without a democratically achieved mandate at its AGM, we feel under-represented in the structure of the
CAA that is able to increase its charges with minimum consultation, to the benefit of the commercial air
transport sector, but to a significant degree at our expense. We believe that the CAA Board should have
representatives from GA as a whole and from the recreational flying sector in particular.

Each CAA department should be examined to ensure it is delivering value for money, is doing so at the
least cost possible to those it regulates and, with particular reference to the recreational sector, is delegating
as much responsibility as possible to sporting and recreational flying organizations.

Powers

The CAA eVectively holds a monopoly for the regulation of UK aviation, in that those that find its
charges too expensive have no alternative for the supply of the services they require. The CAA’s charging
scheme should take more account of the “ability to pay” of those that it aVects, and should consider
delegating more of the provision of services to the recreational sector if, by doing so, those services could
be delivered at lower cost.

2. The Performance of the CAA in Relation to its Statutory Objectives and Functions

We entirely concur with the GA Alliance comments on this topic and would add that, as EASA is taking
on responsibility for more and more regulation of European aviation, we would expect to see a
commensurate reduction in CAA costs and staYng levels. Measures to achieve this, such as the rustication
of CAA oYces, should be seriously considered, as in addition to the cost savings that may be achieved, the
current locations make it both diYcult and expensive for representatives from the recreational flying sector
to attend the plethora of consultative meetings, review boards and steering groups that they are expected to
contribute to. While this example may seem trite and possibly mean spirited, it is very annoying to receive
expensive looking Christmas cards each year from several diVerent CAAdepartments knowing that the fees
paid to the CAA by our members have paid for the cards, and the postage!
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3. The Effectiveness and Efficiency of the CAA’s Regulatory Framework

We have nothing to add to the comments made by the GA Alliance and the GAAC.

4. The Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

We entirely agree with the GAAlliance comments about the need to suspend an increase in CAA charges
pending the Strategic and Regulatory reviews of GA by the CAA. We have seen a drop in our membership
levels since the EC’s introduction of compulsory insurance this year; although we appreciate that this
measure was not supported by the CAA and theGovernment, it has tripled the insurance premiums ofmany
of our members. Anecdotal evidence is that some microlight pilots have given up flying because it is
becoming too expensive but others, particularly those that fly old microlights, worth only a couple of
thousand pounds, within their local area are choosing to fly outside the law. Such pilots may think that the
likelihood of being caught is so low that it is worth the risk.We are concerned that if charges increase further,
then even more pilots will choose not to comply with the regulations. Such a disincentive to comply does
not, in our view, represent eVective or eYcient regulation.

5. The Effect of Growing International and European Union Cooperation on the Work of

the CAA

See our comments at Paragraph 2 above.

APPENDIX 19

Memorandum submitted by the Independent Pilots Association

The Independent Pilots Association is a Professional Association that was formed by Flight Crew,
promotes the welfare and interests of Flight Crew, is managed byFlight Crew and numbers in excess of 1,500
members.

Wewould like to pass comment on just one field of the work of the Civil AviationAuthority (CAA)whose
only reason for existence is to promote, safeguard, regulate and enforce the required safety standards that
permit the safe conduct of flight within the United Kingdom.

The field we wish to pass comment on is AviationHealth and in particular the aircraft cabin environment.
Responsibility for this rests with the CAA and also the Secretary of State who is charged under section 7
(1A) of the Civil Aviation Bill with the general duty of organising, carrying out and encouraging measures
for safeguarding the health of persons on board aircraft.

A situation can exist on some widely used types of aircraft whereby contaminated air enters the aircraft
cabin and this is of concern to our members and us because of the potential long-term health eVects that
may be experienced by some individuals. The phenomena of contaminated cabin air can occur when
pyrolised engine oil seeps past engine seals and enters the air supply from the engine to the air conditioning
system in aircraft.

The contaminants can be made up of harmful substances including Tricresyl Phosphate (TCP), a known
neurotoxic substance that breaks down into various toxic ortho-isomers (TOCP,MOCP,DOCP) that aVect
the brain and nervous system, similar to the organophosphates in sheep-dip that are linked to neurological
damage in farmers.

Indeed, a warning from the manufacturer of one of the most frequently used jet engine oils appears on
the can of their product and states:

“Contains Tricresyl Phosphate. Swallowing this product can cause nervous system disorders
including paralysis. Prolonged or repeated breathing of oil mist, or prolonged or repeated skin
contact can cause nervous system eVects”.

Having stated that the phenomena can exist, what does this have to do with our comment on the CAA?

Our comment, simply put, is that the CAA appears to adopt a “head in the sand” attitude to the existence
of the phenomena and to be barely paying lip service to considering the long-term health eVects of both
aircraft crew and the travelling public, should exposure to a contaminated air event take place.

We believe this to be the case because:

1. The CAA issued a document on air quality in 2004 indicating that aircraft cabin air quality was within
exposure limits, however, they acknowledged they had not investigated the long-term health issues. The
conclusion they reached was based upon:

(i) air sampling research that was never undertaken during a contaminated air event; and

(ii) data presented in a commercially restricted document in which limited toxicological testing was
undertaken and the research methodology was not subject to independent review;

and opposes the view of many eminent medical professionals around the world that have researched the
phenomena.
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2. In that same 2004 document, the CAA stated in para 3.5.1 (reporting on tests conducted on aircraft
engine oil) “. . . significantly, no tri-ortho-cresyl-phosphate was detected in the new, used or pyrolised oil
analysed. . .”. How can it not have been detected when the major manufacturer of aircraft engine oil admits
the presence of the parent compound TCP and places a warning to that eVect on the can? This comment is
grossly misleading and misinforms the reader.

Also, the comment appears to show that only tri-ortho-cresyl-phosphate (TOCP) was tested for, but this
is neither the most toxic nor the most concentrated ortho-isomer of TCP in engine oil. TOCP is
acknowledged to be present in the industry’s most widely used jet engine oil (ExxonMobil Jet Oil II) via it’s
parent compound TCP at approximately 0.006ppm, whereas, the more toxic mono-ortho-cresyl-phosphate
(MOCP) is present in the same TCP at approximately 2,000ppm (ie 333,333 times more). MOCP is 10 times
more toxic than TOCP so referring to TOCP only is understating the toxicity by a factor of 3,333,330
(ie 333,333# 10).

3. Despite concerns expressed, the CAA would appear to have:

(i) failed to acknowledge suYciently that the phenomena of contaminated cabin air exists;

(ii) failed to collate suYcient data via aircraft cabin air quality monitoring;

(iii) failed to encourage reporting of contaminated air events by flight crew;

(iv) failed to investigate the presence of the organophosphate TCP in aircraft;

(v) failed to carry out healthmonitoring or investigate health eVects of flight crew, or endorse research
studies into this issue;

(vi) failed to provide a medical protocol to deal with aVected crew and passengers;

(vii) failed to ensure that passengers are informed if they have been exposed to a contaminated air event;

(viii) failed to set guidelines or requirements for the installation in aircraft of existing technology
(air filters) that could reduce the potential for contamination; and

(ix) failed to appreciate the limitations of current toxicological data.

In making this submission to the Committee we seek to draw attention to what we believe are serious
failings on the part of the CAA in the critical area of flight safety. It is our hope that the CAA can:

(i) be encouraged to participate in the growing world-wide debate on Cabin Air Contamination; and

(ii) further be encouraged to take muchmore positive steps towards research into the phenomena that
has already been and continues to be conducted around the world by various eminent medical
professionals, as well as Aviation Regulatory Authorities in other countries,

whilst at the same time taking seriously its duty of care towards both flight crew and the travelling public
and not burying its head in the sand over this issue.

10 November 2005

APPENDIX 20

Memorandum submitted by the Federation of Tour Operators

Background

This response is submitted on behalf of the Federation of Tour Operators (FTO), a trade association
representing the major outbound tour operators in the UK. Our members are Tui UK, Mytravel, Thomas
Cook Holidays, First Choice Holidays, Cosmos Holidays, Kuoni, Virgin Holidays, British Airways
Holidays, Libra Holidays, Kosmar, Inghams and RCI. Collectively, these operators carry approximately
16.5million customers or 63% of Fully BondedATOL customers, As such, FTO and its members have close
and regular, day to day contact with the Economic Regulation Group of the CAA, responsible for the
ATOL scheme.

It is also true to say that a number of these members operate in house airlines, who are regulated and
licensed by the CAA in its other capacity. However, as FTO does not act as a trade association on behalf
of those airlines, we make no specific comments in relation to that work of the CAA.

As stated above, the primary interaction of FTOand itsmembers with the CAA is in relation to theATOL
scheme. However, as major airport users, FTO members have a concern in how the CAA performs its
regulation of airport charges in those airports subject to the regulatory regime.

The ChangingMarketplace

The ATOL scheme was designed and implemented in the 1970’s, at a time when the leisure travel market
was very significantly diVerent to the trading environment today. The majority of leisure travellers
purchased organised package holidays, either directly from tour operators or through High Street travel
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agents. Typically, families would have one or at most two overseas trips each year, and book their
arrangements significantly in advance of travel. At the high point in 1997, 98% of leisure travellers had
protection under the ATOL scheme.

The leisure travel market today is very significantly diVerent.Whilst the numbers of package holidays sold
remain relatively consistent, showing only a very small decline, the total number of journeys has increased
very significantly. There has been a massive growth in the “no frills” scheduled airline sector, operating
largely to leisure destinations, with bookings primarily being taken on line. This has encouraged a
significantly increased propensity to travel. Customers are additionally looking for more flexibility in their
travel arrangements, and are choosing to book either individual components of their holidays on line, or
book “dynamic” arrangements with travel agents. Those bookers are also generally made much closer to
the date of departure. Furthermore, individuals are generally travelling more frequently, and for shorter
durations.

It is true to say that the regulatory regime, whether under the ATOL Regulations or under the Package
Travel etcRegulations 1992, implementing the EUPackageTravelDirective, were not designed to copewith
the new means of trading, and new suppliers. In consequence, customers either book without adequate
protection, or regulators attempt to “shoehorn” certain arrangements into the scope of the existing
regulatory regime.

Neither option works comfortably, nor is particularly eVective, and it is our view that the time is right for
a fundamental reappraisal or the whole regulatory regime for leisure travel. We appreciate that this was a
significant part of the motive behind the CAA submission to government, which was so strongly supported
by the Transport Select Committee, and it is regrettable that the government chose to ignore those
recommendations.

The Statutory Framework

In regulating the travel sector, there are two overlapping, and sometimes mutually exclusive statutory
regimes; namely the ATOL scheme, entirely administered by the CAA, and the Package Travel etc
Regulations 1992, regulated and administered in a variety of locations, and in relation to air travel, primarily
by the CAA. It is our submission that the overlap and duplication causes additional, unnecessary and
inappropriate regulatory burdens, and therefore significantly adds to the total cost of compliance of the
industry. We also believe that there is inconsistency and uncertainty in the scope of regulation.

By way of example, seat only sales made by tour operators require protection under the ATOL scheme,
whereas they do not under the Package Travel Directive. There is no actual diVerence in a Seat Only sold
by First Choice Holidays on a First Choice Airways flight from Manchester to Palma de Mallorca, when
compared to a Monarch Scheduled flight on the same route sold directly by Monarch. However, the latter
does not require any formof financial protection. Similarly, if an operator sells a “FlyCruise” holiday, flying
to Tenerife and then cruising back to the UK, this is protected under the ATOL scheme. If the same cruise
departs from the UK, travels to Tenerife and then returns to the UK, the ATOL scheme cannot provide
protection, and the operator must protect their arrangements under the Package Travel Regulations, and
place bonding with a diVerent Approved Body. A particularly perverse situation arises when an airline
wishes to sell “Package” arrangements. British Airways Holidays is a member of FTO. It sells holidays on
line, through the ba.comwebsite. As those holidays are sold directly by the airline, theATOL scheme cannot
apply to them, and BAHolidays has to put in place a diVerent form of financial protection, at a significantly
higher cost than under the ATOL scheme.

It is therefore our submission that there is an urgent need to address the anomalies in regulation, by
government creating a coherent system of regulation and control for all modes of travel, combined with a
single system of compliance.

Logically, any such scheme should be modelled on the existing ATOL arrangements. However, our
experience is that the CAA tends to see itself as philosophically and practically aligned to aviation interests,
and it therefore appears reluctant to take on any responsibility for any form of regulation other than that
connected with aviation. We would therefore recommend that consideration is given to removing the
Consumer Protection Group from the CAA, and moving this to a separate body, with responsibility for
regulating all travel arrangements, including those with the scope of the existing Package Travel
Regulations.

For the reasons outlined above, we do believe that the time is in any event right for a fundamental re-
evaluation of the Package TravelRegulations, which can only be undertaken by theEU.However, wewould
urge that this be driven by theUK government, particularly as theUK is witnessing the largest impacts from
the changing marketplace, as well as constituting one of the largest outbound markets of Europe.

General Comments on the Effectiveness of the CAA

Allowing for the concerns expressed regarding the CAA’s desire only to regulate aviation, in general, the
CAA performs relatively eYciently in regulating the travel sector. Costs are kept relatively under control,
and we regard the CAA as oVering reasonable value for money. Failure administration tends to work well,
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with little complaint from aVected customers. However, for various reasons, there still tends to be a number
of occasions when failures result in a call on the Air Travel Trust, due to the failed business having put in
place insuYcient bonding. This does suggest some deficiency in themonitoring regime. FTOmembers, being
the largest ATOL holders, are subject to detailed monitoring, normally on a monthly basis, by the CAA.
Smaller businesses are subject to a lower standard of monitoring. Whilst we appreciate that the CAA is
attempting tomanage its largest perceived risks, experience has tended to demonstrate that it is not generally
the largest, well managed and well established businesses which fail. We recommend therefore that
additional resource be focussed on smaller, less stable businesses.

We have also referred earlier to the tendency to attempt to “shoehorn” businesses into the scope of
regulation. We believe that on occasion, such actions are undertaken without taking account of the views
of the industry and their trade associations. Irrespective of the outcome of the Judicial Review proceedings
brought by ABTA in relation to CAA Guidance Note 26, it is unseemly that the CAA should end up in
litigation with a major trade association regarding the shape and scope of its guidance.

Regulation of Airport Charges

Asmentioned earlier, as major users of the regulated airports, FTOmembers have a strong interest in the
nature and extent of regulation undertaken by the CAA of the charges imposed by the major airports. In
general, this regulatory regime appears to haveworkedwell, although the charges of some regulated airports
remain high, with very significant profits beingmade by the airport operators. As such, we believe it essential
for a robust regulatory regime to continue in this sector, ensuring in particular that the monopoly airport
supplier of the London airports is not in a position to seek to cross subsidise infrastructure work between
the South Eastern airports, by making users at Gatwick and Heathrow pay for unwanted and expensive
expansion at Stansted.

14 November 2005

APPENDIX 21

Memorandum submitted by the Royal Aero Club

We are pleased to present the views of the Royal Aero Club of the United Kingdom on this matter. The
views in this submission complement those of several member associations of the RAeC and also of the GA
Alliance, of which the RAeC is a member.

This submission focuses on one or two particular strategic issues, in relation to the role of the CAA, for
the future of recreational and sporting aviation in the UK.

The Royal Aero Club of the United Kingdom (RAeC)

Founded in 1901, the RAeC is the overarching body in the United Kingdom in all matters of aviation
sport. Its 12 full member associations have a combined individual membership of some 72,000 representing
the UK at the highest level in every aspect of sports and recreational aviation. The RAeC is the UKmember
of the Fédération Aéronautique Internationale (FAI), the World governing body of sport flying, and the
UK member of Europe Air Sports (EAS), which co-ordinates responses to legislation and regulation
aVecting recreational flying within the European Union. Representatives of the RAeC and its member
associations are to be found in senior positions in these two international organisations and the influence
of the RAeC in their thinking and activities is significant.

Background

The RAeC and its member associations have always had an excellent relationship with the CAA. There
is little doubt that in this regard the National Aero Clubs of many other countries envy UK sports aviation
its regulator. However, theWorld and, more specifically, Europe have changed much in recent years, as has
the environment in whichGeneral Aviation (GA) operates. The Transport Committee inquiry into the remit
and work of the CAA provides the RAeC with a timely opportunity to suggest overdue changes in the way
its members’ activities are regulated. These changes oVer the possibility of eliminating the avoidable cost of
sports aviation to the taxpayer without detriment to safety, generally accepted to be the most important
criterion when considering aviation. At the same time, such changes would remove an outdated and
somewhat bureaucratic burden that is not only hampering the development of sports in which Britain excels,
but is also stifling the growth of sports aviation as an important economic and social sector.
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Role of the CAA in Relation to Recreational and Sporting Aviation

The RAeC’s major criticism of the role and remit of the CAA is that, whilst a peripheral part of its task
involves the active regulation and supervision of sports aviation, it bears no responsibility for safeguarding
the future of this activity. Furthermore, there is within the CAA an understandable desire to justify its
existence by retaining work that a more commercial organisation would long ago have eliminated or
delegated, even when such work is of little or no value. The evidence of this is to be found in box-ticking
and paper-shuZing for which the RAeC’s members must pay, even when this work duplicates their own
activities and introduces long delays into their own systems. A typical example of this is the partial
verification of pilot licence information, which is already verified far more completely by the issuing sports
aviation organisations, which have better access to the necessary information. In summary, the CAA has
in many respects operated with a “long screwdriver”, at considerable cost, when in reality there has been no
case to do so in many aspects of recreational and sports aviation.

Alternative RegulatoryModels

That there is another way is beyond question. One has only to look at the role of the Deutscher Aero Club
(DAeC), a members’ self-funding organisation directly responsible to the German Bundesministerium für
Verkehr, Bau- und Wohnungswesen (Ministry of Transport) for the design, airworthiness, licensing and
operations of German sports aviation. InGermanymuch of the work with regard to sports aviation—which
in the UK is undertaken by the CAA—is the responsibility of the DAeC. Similarly, the Letecká Amatérská
Asociace ČR (LAA) is directly responsible to the Czech Ministry of Transport for many aspects of the
supervision of sports aviation in the Czech Republic, a country which, free from the burden of a slow,
restrictive and retentive civil aviation authority, now has a light aircraft industry that is the envy of other
nations, producing new and innovative aircraft that are exported worldwide. The decline of the UK’s light
aviation industry is evidence of the inadequacies of the British system. The problem has been, in part, the
prohibitive costs of certification but, to a far greater extent, the result of bureaucratic delays, which have
been introduced by a CAA under-resourced for the work it believes it must do in a particular way, because
it always has, and to justify its existence.

De-centralised Approach

UKsports aviation neither has nor desires the centralised structure to be found inGermany.Nevertheless,
within the RAeC are associations that regulate much of their own activity and which, with little significant
change to their organisation and structure, could take total responsibility for their sport, directly
accountable to the Department for Transport rather than working under the participative and detailed
supervision of the CAA. It is, of course, in large part thanks to the contribution of the CAA that these
associations have reached this level of competence. However, now that even the youngest of these
associations, the British Microlight Aircraft Association, has been managing its own activities including
training, examining, licensing, design, airworthiness and operations for over 20 years, total delegation is a
natural next step. Other organisations, such as the Popular Flying Association, which has for many years
controlled the home building of aircraft, and the British Gliding Association, which has an enviable 57 year
history in managing virtually all aspects of gliding in the UK, have long since proved their capability and
responsible approach.

The Need for Change

It is unreasonable to create a regulator and then to be surprised when this entity has a predisposition to
increase rather than reduce regulation. Furthermore, as the regulator has the primary objective of safety,
against which all other objectives are secondary, it cannot be blamed for being biased in favour of
maintaining an excessive involvement in the detail of sports aviation activities rather than risk being accused
of being insuYciently diligent in its work. Like any parent in relation to maturing children, the CAA is
reluctant to acknowledge the state of competence and maturity of the sports aviation organisations it has
helped develop. Furthermore, the creation of the European Aviation Safety Agency (EASA) has put many
CAA employees in fear for their jobs. Through EASA, the EU is progressively introducing pan-European
frameworks, regulations and rules that are now superseding national rules. The CAA will still have a role
but limited to overseeing implementation of EU rules, not creating the regulations and rules. For these
reasons there is a visible tendency for the CAA to be predisposed to retain control. Despite this, it is widely
accepted that the time has come for change.

The Case for Delegation

The RAeC therefore recommends that all activities currently undertaken by the CAA with regard to
sports aviation be reviewed with the objective of delegating them to those air sports aviation organisations
capable of undertaking the task. In some cases this would mean such organisations continuing to do what
they have been doing successfully for many years in a self-regulated environment, but in future, for some,
in an EU regulated framework. In this regard the imperative should be to delegate all activity to competent
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bodies and justify retention by the CAA rather than the reverse. In the event that the CAA retains any direct
involvement in sports aviation, safety objectives should be balanced against commercial and financial
objectives. This will lead it to the constant review of its activities with the aim of eliminating work if it
becomes of no value.

It is probable that the RAeC is pushing at an open door in these recommendations. Although it is rather
too early in the life of EASA to see how its plans will develop, all the indications are that its inclination will
be to transfer responsibility for sports aviation to those bodies that can demonstrate their competence and
qualification. In fact, in the first stage of EU Regulation (Reg 1592/2002), it was EASA’s intention that
national air sports governing bodies (such as the BGA, BMAA, PFA etc) could be designated the
Competent Authority for their particular activities. However, the regulation left it to Member States to
decide this and in the UK the Department for Transport appointed the CAA as the Competent Authority
for all civil aviation, probably without consideration of the intention behind the EU Regulation.
Furthermore, a large proportion ofUK sports aviation activity has been excluded from the control of EASA
thus far, by means of inclusion in Annex II (the exemptions from regulation) to Regulation 1592/2002. It is
known that the intention of EASA, and hopefully the Commission and in due course the European
Parliament, as regards the next stage of EU Regulation on Operations and Licensing, is to empower air
sports associations as “assessment bodies”.

For these reasons the RAeC believes it to be entirely appropriate to make these recommendations
considering the changes coming from Europe.

Conclusion

The wider aviation world oVers many examples of the way in which sports aviation can be run in a more
satisfactory manner without reducing safety and at a significantly lower cost to the taxpayer and the sports
aviator. The RAeC would welcome the opportunity to provide the Transport Committee with details of
these and, indeed, any further points it may require to assist in its deliberations.

11 November 2005

APPENDIX 22

Memorandum submitted by the British Gliding Association

Introduction

This memorandum focuses on sporting and recreational aviation (S&RA) in the UK, and in particular
gliding and soaring. In this, the relevant roles of the CAA are in Safety Regulation Group (SRG) and
Directorate of Airspace Policy (DAP). The BGA is not concerned here with the CAA’s roles in Consumer
Protection or Economic Regulation, which relate primarily to Commercial Air Transport (CAT). The BGA
has comments though with regard to airspace policy as between the interests of CAT and S&RA.

The memorandum concentrates mainly on addressing the 5th issue posed by the Transport Committee—
that of the eVect of growing international and EU cooperation on the work of the CAA, as the BGAbelieves
this is the most significant factor facing both the CAA and the BGA, and will be the primary driver on the
future roles, eVectiveness and eYciency of the CAA.

A glossary of abbreviations appears at the end of this memorandum.

The British Gliding Association (BGA)

The BGA is the governing body of the S&RA activity of gliding and gliders / sailplanes in theUK.Gliding
should not be confused with hang gliding or paragliding, which is governed by the British Hang-gliding and
Paragliding Association (BHPA). Membership of the BGA is some 90 clubs encompassing approximately
9,000 individual members with some 2,600 gliders or sailplanes.

The BGA was formed in 1929 and since 1948 UK gliding has not been regulated by the State except in
respect of issues where gliders and glider pilots interact with other aviation activities. These issues cover the
use of airspace, radio frequencies, the rules of the air embodied in the Air Navigation Order (ANO), and
some related operational areas such as glider trailers under the Road TraYc Act.

Until the advent of the European Aviation Safety Agency (EASA) in 2003 the BGA has provided,
successfully, the complete framework for the eVective self-governance of gliding, in particular:

— Airworthiness of gliders—validation of type certificates and issuing BGA certificate of
airworthiness (C of A) for gliders.

— Maintenance of gliders—renewal of a C of A through its own volunteer 550-strong inspector
network.

— Registration of all gliders (not CAA registration until recently under EASA).

— A complete safety management system (SMS).
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— Gliding Clubs’ operational rules and codes of practice.

— Pilot and instructor training and coaching, and pilot qualifications (there is no UK state glider
pilot’s licence).

— Advice to clubs for development, protection and many other aspects.

— Direction and organisation of competition gliding under the international FAI sporting rules.

— Accident investigation under delegation from the Air Accident Investigation Branch of the DfT.

The BGA structure is an elected 12 member Executive Committee, supporting sub committee structure
covering all aspects of the sport, and a small professional staV headed by a Chief Executive. Fuller details
are available on request and the most recent accounts of BGA Ltd are filed at Companies House.

Other Related Submissions to the Transport Committee

The BGA is a full member of the Royal Aero Club of the United Kingdom (RAeC), a member of the
GA Alliance (GAA), and is represented at the CAA’s General Aviation Consultative Committee (GACC),
NATMAC and the Airprox Board. The BGA also supports, including financially, the General Aviation
Safety Council (GASCo) and the General Aviation Awareness Council (GAAC). The BGA is aware of the
content of submissions from the RAeC, GAA and GAAC to the Transport Committee, and where possible
has avoided duplication of, or made cross-reference to, their comments.

The BGA is amember of the EuropeanGlidingUnion (EGU) and, through theRAeC, Europe Air Sports
(EAS), both of which represent the interests of glider pilots and more widely, S&RA in the regulatory field
in the EU.

The BGA and the CAA

The BGA has always had a professional and invariably friendly relationship with individuals at the CAA
(SRG and DAP groups), which has maintained an unoYcial watching brief on the BGA and UK gliding in
the areas that are not state regulated. For the limited areas in which gliding is subject to state regulation,
such as airspace, the same comment applies. The BGA has found the CAA generally constructive and
responsive in consultations, and willing to listen to reasoned argument. The CAA has supported the
continued self-regulation of gliding by the BGA over many years. For this the BGA is grateful.

That relationship is changing with the advent of EASA, and whilst the professional and friendly
relationship continues at a personal level, the BGA detects an approach by the CAA corporately to become
closely involved unnecessarily on the pretext of implementing EU legislation in a way that was probably not
intended by EASA and the EU.

UK gliding, and much of the BGA’s activities, are delivered through volunteers, and participants are
amateur, paying for their gliding as a leisure activity out of taxed income. An undue burden of regulatory
attention and costs could lead to less flying which in turn can translate to lower safety (keeping in practice).
This should be borne in mind when considering the regulatory role of the CAA. Limited elements of CAA
SRG activities are beneficial to gliding, but the benefit has to be proportional to the cost burden to the end
user. The BGA recognises the important role of the CAA DAP group and whilst not always agreeing with
its policies or decisions, recognises it has a diYcult job to do in balancing competing interests and demands
for airspace.

Gliding and Risk

Gliding is not without risks. Those who take part are briefed constantly on the risks and the means of
mitigating them. The risks are similar to many other forms of sport and recreation that provide an outlet
for theUKpopulation’s spirit of freedom and adventure. The BGA’s SMS aims to ensure, as far as humanly
possible, that the risks to participants and particularly to third parties, be they early stage pilots under
training, trial lesson pilots, or unconnected people on the ground, are as close to zero as possible. The relative
success of this strategy is evidenced in the statistics of rates of gliding accidents over a long period of time.
Details of the gliding accident statistics since 1987 are available if required.

Gliding and Airspace

Modern high performance gliders and gliding generally requires large amounts of available airspace
within which to operate. They can, and do, travel long distances cross-country in suitable weather—500 kms
is by no means uncommon—and they can rise to heights of well over 25,000 feet in certain conditions and
parts of the UK, though the normal operating height is up to about 7,000 feet above sea level. By their
nature, gliders cannot operate exactly like powered aircraft and hold a flight level or climb (without the
assistance of a thermal) if requested to by Air TraYc Controllers. Hence their ability to operate in certain
classes of controlled airspace is limited to Visual Flight Rules (VFR). Certain classes of controlled airspace
require Instrument Flight Rules (IFR) capability.
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Access to the maximum possible amount of “free” airspace is of paramount importance to gliding.
Therefore the BGA has considerable interest in the policies and decisions of the CAA’s DAP, and of the
future structure of airspace.

Context of Inquiry

The proposed inquiry is particularly relevant now that newEUaviation regulations are coming into eVect,
starting from 28 September 2003. Whilst the BGA had no desire for UK gliding to be regulated by law, as
it had managed perfectly well without state regulation for 57 years in most aspects of operations, given that
EU standardisation or harmonisation is a reality then the BGA wishes to see the optimal outcome. During
this transition period there are several dangers to the BGA and UK gliding, which it wishes to avoid. These
are set out below, particularly in paragraph 5.

Comments in Relation to the Issues to be Addressed by the Transport Committee’s Inquiry

1. The remit, structure and powers of the CAA

As described in the objectives of the CAA in the Civil Aviation Act 1982, the primary remit of the CAA
is solely in relation to CAT. No mention is made of General Aviation or S&RA.

As commented by the GA Alliance, the BGA considers that the CAA Board would benefit from at least
one Non Executive appointment from the GA and / or S&RA community.

The current structure of the CAA, in terms of the four main groupings of activities, seems appropriate to
meet the objectives. However, matters relating to GA are spread between diVerent units within SRG and
might better be handled in one comprehensive unit (airspace apart). The CAA’s DAPGroup is appropriate
for dealing with airspace related issues and the arrangements for consulting users is satisfactory.

The CAA has wide powers as both regulator and enforcer. There may a need for an independent appeals
mechanism, particularly where consultation has not been satisfactory (eg the recent JRT activity on CAA
charges).

When comparing the CAAwith its counterparts in the rest of Europe and further afield, such as theUSA,
there is a stark contrast. In most other countries the cost of aviation safety regulation is paid for out of
general taxation. In the UK it is levied on users (not necessarily the beneficiaries, particularly in relation to
airspace—see 2. below). The analogy is that road safety is paid for generally out of taxation, albeit some
indirect hypothecation can be assumed in relation to road fund licences, fuel duties and speeding fines.
Though as most people drive, the first two of these are probably regarded as taxation. Why therefore is
aviation safety regulation diVerent? The requirement for the CAA to recover all its costs directly from users,
plus a return on capital, places the UK GA and S&RA pilot and owner at a competitive disadvantage,
especially when it is recognised that this group also incur fuel duties for powered aircraft, and VAT
generally, when airlines and their passengers do not bear such taxation under ICAO protocols.

2. The performance of the CAA in relation to its statutory objectives and functions

The CAA has a tendency to over-regulate when compared with some other industry sectors, mainly, we
suspect, because the public perception is that aviation safety is a “zero risk objective” when in reality there
are always risks, particularly in S&RA activities.

In relation to airspace, the BGA makes the point that controlled airspace is created to provide an ATC
managed environment to protect the paying passengers on CAT. Generally, GA and S&RA do not require
control as most flights are under VFR, and therefore the costs of managing controlled airspace should be
for the account of CAT on the principle of the “beneficiary pays” and not the “user pays”.

3. The eVectiveness and eYciency of the CAA’s regulatory framework

The BGA has had insuYcient time to fully revisit the CAA’s regulatory framework and therefore does
not oVer any comments at this stage on the CAA’s eVectiveness and eYciency in this respect. However, some
of the comments under other headings probably touch on this aspect.

4. The eVectiveness and eYciency of the CAA in the general discharge of its duties

The CAA is to be congratulated on many of its safety initiatives, such as its publication “GASIL”, the
regular annual road show of safety evenings in the GA community, the annual safety awards event, and
various other initiatives too many to mention here.
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Overall the CAA appears to be eVective in the discharge of its duties, but at a cost. Its eYciency as a
regulator is very diYcult to measure but there is a strong feeling in the GA and S&RA sectors that costs
could be very much lower if a diVerent approach were taken. In particular there is a prima facie case for the
CAA taking a lighter touch in these sectors, and transferring detailed activities to a lower cost private sector
with appropriate oversight.

There is no doubt that the CAA will have to reduce its scope of operations with the introduction of EU
regulations, and the transition costs should not be borne by users.

5. The eVect of growing international and European Union cooperation on the work of the CAA

This aspect is the one that the BGA places highest in its list of issues to address as regards the future role
of the CAA.

(1) EASA

The EU established EASA in 2002 to draft new EU law in the form of Regulations, for endorsement and
adoption by the European Commission, the Council and European Parliament (EP). The overall purpose of
this development is contained inRegulations 1592/2002, 1704/2003, and 2042/2003, in the formof “Essential
Requirements” (ERs). This legislation is essential reading to understand where the CAA fits into the future
structure of safety regulation in the EU. In addition, EASA is tasked with drafting EU Implementing Rules
(IRs or “soft law”), Acceptable Means of Compliance (AMCs), GuidanceMaterial (GM) and Certification
Specifications (CS) for aircraft design.

This development will have, and is already having, a profound impact on the future of the CAA, as well
as the BGA and its members. For gliding it means that a previously largely unregulated activity will be
regulated. One has to ask the fundamental question of “why?” when the long history of UK gliding being
“self-regulating” has been acceptable under arrangements since 1948. But the issue for the Transport
Committee is about the future of the CAA, how it will adjust and adapt to the new EU environment, and
how the CAA’s future role, if any, in relation to UK gliding will or should develop.

(2) Single European Sky

The European Commission also established the Single European Sky (SES) project, part of whose agenda
is the re-structuring of airspace throughout Europe and which will impact not only the CAA’s DAP role but
also potentially the rights of access for S&RA aircraft, including gliders, to categories of airspace currently
available to this sector of aviation.

(3) Impact of EASA on CAA

Original Airworthiness

Through Part 21 of Regulations 1592/2002 and 1702/2003 EASA is taking over progressively many of the
higher-level activities of the CAA, starting in 2003with original airworthiness of aircraft in terms of granting
type certificates on a pan-European basis, thus achieving economies of scale for designers and
manufacturers. The CAA should, or will, have little or no remaining role in this area in future, other than
those activities contracted to it by EASA for reasons of resourcing and local knowledge of manufacturers.

Continuing airworthiness (maintenance)

Part M of Regulation 2042/2003 establishes EASA’s competence for aircraft maintenance, although the
IRs for Part M as they aVect light aircraft in the GA sector are currently subject to consultation and not
due for implementation until 2008. The impact on the CAA is likely to be significant.

Pilot licensing and Operations

EASA submitted its Opinion to the Commission on the ERs for pilot licensing and operations in
December 2004. The Commission’s Opinion for the Council and EP is awaited. The BGA and its associated
bodies (RAeC, EGU, EAS etc) are content with EASA’s Opinion, but are watchful for any changes that
might emerge during the ensuing law-making process. Whatever the outcome, it will aVect the CAA’s roles
significantly.

Aerodromes—standards etc

EASA and the Commission intend to regulate aerodrome standards in future. This will also impact the
CAA’s role.



3287501067 Page Type [O] 31-10-06 23:21:42 Pag Table: COENEW PPSysB Unit: PAG5

Transport Committee: Evidence Ev 247

(4) Impact of EASA on UK Gliding and Role of CAA

Transition

UK gliding is now in transition from an unregulated (by the State) environment, or self-regulated
environment, to an EU regulated one. This poses many challenges not only for the BGA but also for the
CAA, which will largely have a subordinate role to EASA. The BGA’s concern is that, particularly on the
engineering side (original airworthiness and continuing airworthiness or maintenance) the CAA will be
predisposed to adopting the “long screwdriver” approach, thereby adding unnecessary bureaucracy and
cost to that which EASA will generate. Detailed consultation with industry (in this case GA and S&RA)
and strategic direction to the CAA from the DfT is necessary here to ensure that regulatory actions are
proportionate and eYcient in the context of the intent of the EU.

Pilot Licensing and Operations

Although it is very early days, it is hoped that the CAA will be more liberal on implementation of pilot
licensing and operational oversight. There is already a model for partially devolved licensing in the form of
the UK National Private Pilot Licence (NPPL) for light powered aircraft, introduced by the CAA in 2002.
For this, a company established by three UK air sports or GA organisations (AOPA, BGA, PFA), manages
licence applications for the CAA for single engine aeroplanes and self-launching motor gliders, alongside
the BMAA for the microlight aircraft pilot licence applications, producing a more economic result for
applicants. It is interesting to note that, before 1939, the RAeC not only handled applications for, but also
issued pilot licences!

Example of unnecessary change

One example of an unnecessary change is worth quoting in detail as an illustration. As a result of gliders
becoming subject to EU law on airworthiness (Part 21), the CAAhas required glider owners to register their
gliders on the state aircraft register with “G-XXXX”. Since 1929 the BGA has maintained a register of all
UK gliders, using a unique sequential numbering system. It costs the owners nothing, as it is a service
provided by the BGA as part of its overall funding structure. Now the owners have to pay an additional £50
(£60 from 1 January 2006) to register their gliders with the CAA and obtain the allocation of G-XXXX
letters which have to be “painted” on the glider in three places at some cost. This amounts to a total cost to
the gliding community of approximately £150,000 just for registration, with absolutely no safety case
whatsoever. As gliders are often owned by small syndicates of members, if the lead syndicate member whose
name in on the CAA register changes, there is a further £50 (£60 from January 2006) payable to the CAA
for the change of registration. The BGA needs to continue its own register for other purposes (anticipating
the future under EASA) and cannot reduce its indivisible costs that provide the BGA registration service.

There appears to have been no serious consideration given by the CAA as to whether this was necessary,
bearing in mind the BGA’s totally satisfactory system for over 75 years! Why could the BGA not continue
with its system under delegation from the CAA? Further, the BGA wanted a registration system of G-
numeric (ie G-1234) so as to align the CAA registration with the BGA’s own unique, sequential numbering
system. That in itself would have made a glider pilot’s radio call to an air traYc controller instantly
recognisable as a glider, thus facilitating understanding to ATC that a glider cannot “hold a level” or
“climb” when instructed to. Apart from the convenience of having the BGA numbering system aligned with
the BGA’s own register, which it needs to maintain in the future.

The CAA’s answer to the BGA position has been, essentially, “it’s the law”. The BGA’s answer is “let’s
have some common sense and change the law (ANO)!” As the UK glider fleet as at September 2003 (most
gliders) operates under a temporary exemption from EASA Part 21, this issue of registration could still be
addressed constructively.

The BGA fears this example is but one that will be prevalent in the future.

Proportionality

In overseeing implementation of EU rules the CAA should keep proportionality in mind. This applies
particularly to EU Regulation 1592, Part 21 which was designed under the JAA for CAT. Whilst many of
the principles in Part 21 are applicable to a wide range of aircraft, the detail should be handled with a “light
touch” and not be seen as a job creation opportunity in a shrinking CAA.

Competent Authority status

We re-iterate strongly the comments under “the case for delegation” in the parallel RAeC submission.
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Qualified Entities and Assessment Bodies

EASA has introduced the concept of qualified entities and, if EASA’s Opinion on Operations and
Licensing is translated into EU law, the concept of designating air sports organisations as assessment bodies
for the issue and management of pilot licences will be capable of implementation. This will depend however
on the willingness of the CAA (and DfT) to see full devolution.

Conclusion

The CAA has a job to do and in many areas does it well, though not necessarily in the most eYcient
manner. However, times are changing and it is a unique opportunity to address some fundamental issues
of how the GA and particularly the S&RA sectors of UK aviation (including gliding) should be regulated
by the CAA, if at all, in the context of EASA and other developments.

The BGA trusts that the Transport Committee will address these issues seriously. The BGA remains at
its disposal to provide evidence in committee in a constructive manner.

11 November 2005

APPENDIX 23

Memorandum submitted by the Guild of Air TraYc Control OYcers

1. The Remit, Structure, and Powers of the CAA

1.1 The Civil Aviation Authority has no authority over operations at Military Airfields. With the
increasing use of military airfields by commercial and business flights this omission makes it diYcult for the
CAA to fully honour its obligations in respect of the safety regulation of those flights operating at military
airfields. There is no suggestion whatever that military airfields are in any sense deficient in their
management or operations but the classification of technical services such as obstacle clearance limits and
aerodrome fire service does vary between civil and military airfields. There is some scope for confusion that
could be eliminated by widening the Civil Aviation Authority’s remit to cover (in partnership with the
military flight safety authorities) commercial and business flight operations at military airfields.

1.2 The Guild feels some frustration about the economic regulation of NATS. Although we were an
opponent of the part privatisation of NATS, since that process gained Parliamentary approval we have
wished to see it succeed. However the economic regulation framework applied does not seem to have
adjusted to the rate of change in the industry nor to the realities of a commercial supplier of air traYc services
operating in the European Union. In anticipation of the Single European Sky and faced with the necessity
to engage with the SESAME project, NATS must have the ability to invest flexibly in infrastructure,
research and development and in commercial partnerships. Neither NATS nor the CAA can dictate the pace
or direction of change required by Europe and the economic regulation policy and mechanism in respect of
NATS needs a fundamental review to allow for a more flexible approach.

2. The Performance of the CAA in Relation to its Statutory Objectives and Functions

2.1 The performance of the Civil Aviation Authority depends to a great extent on its staV, who are
required to demonstrate considerable technical and professional knowledge and skill. This they do, but since
the CAA has been funded by user charges, the impression has grown in the air traYc services world that in
particular the CAA’s airline “customers” wish for constantly cheaper CAA charges. This in turn is believed
to have limited the Authority’s ability to maintain (let alone grow) its specialist knowledge base as new
developments and technologies emerge for use by the air traYc services. The need for the CAA to maintain
its distance from those it regulates appears sometimes to limit its ability to involve those with the necessary
knowledge in its deliberations at an early stage.

3. The Effectiveness and Efficiency of the CAA’s Regulatory Framework

3.1 The air traYc services regulatory responsibilities of the CAA are split between three CAA
departments, the Safety Regulation Group, the Directorate of Airspace Policy and the Economic
Regulatory Group.

3.2 At times to the outside observer there seems to be scope for conflicts of interest between the three
departments, and some transparency in the conduct of cross-departmental discussions would therefore be
welcome.
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4. The Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

4.1 This Guild has proposed to the CAA in the past that it should pursue a policy of partnership and
engagement with the rest of the air traYc service. The CAA rightly has an excellent reputation for its
industry consultation process—a process that is the cause of surprise and even envy amongst our controller
colleagues in the rest of Europe. What can frustrate those being consulted however, is that the CAA’s
proposals are not always those that we would wish to have seen presented. The air traYc services world
might have been able to add value to the original discussions so that they could have been even better.

4.2 This process of partnership and engage is not beyond the CAA. It has on occasions followed precisely
this path and with success. Its regulatory approach to the introduction of the Swanwick air traYc control
centre, its review just a few years ago of the airspace change procedure and the current work on uninhabited
aerial vehicles are all instances where the CAA has successfully adopted this approach. In each instance it
appears the Authority felt it needed to avail itself of a wider viewpoint than was normally available.

4.3 If the existing funding scheme for the CAA continues unchanged, then it becomes more important
than ever that the CAA move completely to a culture of partnership and engagement to make good any
shortages in skills and knowledge.

5. The Effect of Growing International and European Union Cooperation on the Work of

the CAA

5.1 We are impressed by the degree of commitment by both the CAA and the Department for Transport
to European activity and to the level of communication with the industry through the regular DfT forums
on the Single European Sky.CAAmanagers chairmany of the European committees dealingwith this work,
quiet an achievement considering the fact that our national views are often out of step with mainstream
preferences in much of the rest of Europe.

5.2 There is much apprehension about how regulation will operate if and when the European Aviation
Safety Agency assumes all of it potential roles. Our controller colleagues in the rest of Europe have much
lower expectations that we are used to in respect of consultation of any kind. It is to be hoped that the CAA,
whatever its future status is to be, can retain eVective levels of consultation with the industry and can export
them to the rest of Europe.

APPENDIX 24

Memorandum submitted by the Helicopter Club of Great Britain

The Helicopter Club of Great Britain represents the owners of approximately 33% of UK registered
helicopters, as well as over 500 UK helicopter pilots.

We support and reiterate the submissions of the General Aviation Alliance, AOPA and the GAAC, and
endorse the points they have raised, in their papers to you.

Wewould like to add just a few examples ofCAAover regulation, and contrast some of their requirements
against those of the US Federal Aviation Authority. The eYcacy of aviation regulation is judged against
accident statistics, and it is accepted by both the aviation industry, UKGeneral Aviation and the CAA itself
that the accident rate in the USA is the same or even a little safer than the UK, despite the “gold plated”
regulation imposed here.

1. The CAA charges helicopters double the cost that fixed wing aircraft are charged for a Certificate of
Airworthiness, and this is charged every three years. In the USA there is no fee.

2. Single engine helicopters are prohibited from flying IFR in the UK, although single engine fixed wing
are permitted to do so. Clearly a modern turbine helicopter with autopilot is safer in IFR than a 30 year old
fixed wing. In the USA single engine helicopters may fly IFR with an autopilot.

3. The CAA pilot Instrument Rating requirements are excessively onerous, with many historical
anachronisms—eg hours spent trackingNDBbeacons, when, in the real world, they are being removed from
service by the CAA! The written examinations are over detailed, outdated, and can only be taken a few times
a year at a specified location. In the USA the Instrument rating qualification teaches pilots the same skills
(but not the oldNDB) butwith greater student ease, relevance and practicality.Written examinations can be
taken atmultiple locations, at a time of the student’s choosing, with instant results. The whole UKprocess is
unnecessarily complicated, outdated and hostile, and consequently, few non commercial pilots do it. In the
USA over 50% of pilots have the IR; in the UK it is 2%.

4. The CAA demands both an IR and VFR test flight on every helicopter type every year. This is gross
overkill, costly and inconvenient. The FAA requires simple recent relevant flight experience or a flying test
once per year, and on any type.

5. The CAA does not accept FAA qualifications to fly many business jets. Despite fulfilling the strict
criteria in the USA, British pilots then have to do flights in the UK before the CAA will accept their type
qualification.
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6. The CAA demands all aircraft and helicopters be fitted with a Mode S transponder by 2008. This is
despite the fact that no use of the information will be made by ATC outside controlled airspace. As if it
weren’t enough that the aircraft owner must buy a new transponder and pay for its fitting, the CAA is
demanding a £400! fee for their “approval” to fit it! They could be accused of making new rules like this
just to create revenue!

7. The CAA, whilst staVed with generally well meaning people, are divorced from safety reality, and over
regulate and over prescribe in the extreme. There is an attitude that only the CAA knows best, and that the
nation that produces most aircraft can’t possibly judge their safety.

8. The CAA does not accept the maintenance certificate from any qualified organisation as they used to.
Now an AOC holder has to have each certificate specially approved, which inhibits the free flow of aircraft/
helicopters from one operator to another.

9. The Government requires the CAA to earn a 6% profit on capital employed each year. Other similar
organisations only need to produce 3%. The Government are, by this rule, making a profit out of safety.
This is simply wrong. It must change.

This is just a short selection of the many hundreds of unnecessary impositions the CAAmakes on aircraft
owners and pilots in general, and Air Operator Certificate holders in particular. These imposts do not make
British skies safer than those of the USA, merely more expensive.

I could give more examples, but I’m sure you can see that severe and radical change is needed at the CAA
if a modern, accountable, eYcient and user responsive regulator is to emerge from the present bloated
monolith.

As an industry, aviation is drowning in paperwork that achieves no increase in safety, but instead hinders
free and eYcient operations and reduces eYciency. All this achieves is to keep the overstaVed CAA in work.

14 November 2005

APPENDIX 25

Memorandum submitted by Air Medical Ltd.

1. Introduction

Air Medical Ltd. (AirMed) is the largest operator of fixed wing Air Ambulances in the UK. Based at
Oxford airport the company was established almost 20 years ago, has AOC number GB1171 and currently
operates nine Air Ambulances as well as a number of passenger and freight aircraft. AirMed appreciates the
necessity for and value of eVective regulation. AirMed has in general a very high regard for the work
undertaken by the CAA and in particular for those members of the CAA that work with us on the day to
day aspects of maintenance and operations. However, there are two specific issues that AirMed would like
to raise.

2. The Issues

(a) In order to compete with the low cost providers, ensure their flights run to schedule and to improve
turnaround times, carriers such as British Airways are increasingly giving up providing stretcher capacity
on their regular flights. Responding to the resulting increase in demand for Air Ambulances, AirMed
recently bought and imported two aircraft from the USA. In so doing AirMed has had very recent
experience of how the Civil Aviation Authority works and interacts with EASA on certification issues. In
the opinion of AirMed, the procedures that have been established for EASA and the CAA to deal with
certification matters are inadequate.

(b) AirMed is the UK’s only operator of single engine turbine aircraft on a Type B Operating Licence
AOC for public transport. Unlike the situation in many other European countries as well as the USA and
Canada, it is economically unsustainable to operate single engine turbine aircraft in the UK because of
restrictions imposed by the CAA. A proposal to enact legislation across all of Europe that would as a
minimum ensure uniform rules for the operation of this type of aircraft, has been in the process of being
developed for the last nine years. The CAA’s attitude has continuously been to avoid seeking a decision on
the issue and indeed it has done everything possible to ensure that it cannot be held responsible for any
decision that is eventually taken. This has been detrimental to UK operators, is not what any industry
expects from its regulator and has given other European operators a competitive advantage over their
UK peers.

3. Certification

EASA became responsible for the certification of aircraft in the European Community from September
2003. In the absence of EASA having the appropriate staV to undertake their certification responsibilities,
it was agreed that National Aviation Authorities such as the CAA would act as a sub-contractor in their
respective countries and do the work for EASA for a predetermined period. More than two years later the
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details of how the CAA works as a sub-contractor to EASA for certifying aircraft imported into the UK,
do not appear to have been agreed. Reference to this is made in CAA Board Minutes that are published on
the CAA’s website. The situation is exacerbated by a “submit your proposal and we will tell you what’s
wrong with it” approach when what industry needs is guidance to get it right first time. As a direct result of
this, AirMed suVered delays in the certification of a Piper Cheyenne PA31T2 that it wished to put onto its
AOC and operate as an Air Ambulance. The financial costs of this delay have been considerable and our
confidence in the ability of the CAA and EASA to ensure a smooth transition towards EU Ops, (or is it
EASA Ops?) is now very low.

4. Operations

The chosen method for transition from a number of national regulators of aviation to a single European
regulator is having an unintentional eVect. In essence the management of the CAA appear to be becoming
reluctant to make decisions for which they feel may be held responsible in the future. They see the arrival
of EU Ops as a way of delaying decisions, therefore passing the responsibility and any potential liability
onto management of EASA.

If the legislative process to decide whether or not European countries can agree on commonality of
operating procedures for single engine turbines can take nine years and still have no end in sight, howmany
other Operational issues are being delayed for the same reason? What is the impact on safety?

5. Proposals

The above two examples have been used to highlight some of the problems with EASA and the CAA’s
regulation of civil aircraft as perceived by AirMed, an Operator of a General Aviation fleet. It is suggested
that the CAA should:

1. Continue to participate fully in the development of European and international aviation safety
regulations, but work more in partnership with other European National Authorities, rather than
pursue a separate agenda.

2. Understand that decisive rulemaking is beneficial to industry. Delays in making decisions are
costing industry a considerable amount of money and creating a competitively uneven playing
field.

14 November 2005

APPENDIX 26

Memorandum submitted by the Popular Flying Association

Introduction

The Popular Flying Association (PFA) is the representative body in the United Kingdom for amateur
aircraft construction, sports and recreational flying. It represents some 8,000 members and, on behalf of the
CAA, supervises the airworthiness of over 2,000 light aircraft in the UKwith a further 1,500 in construction
or restoration. This unique airworthiness function permits us to approve the design of amateur built aircraft
and to supervise their construction, continued airworthiness and maintenance. Currently there are over 260
diVerent aircraft types which the PFA has approved for amateur construction in the UK. On behalf of the
CAA we issue and renew the Permits to Fly which stand in the place of Certificates of Airworthiness for
these aircraft. This work requires us to work very closely with the CAA and particularly with the Safety
Regulation Group. CAA airworthiness engineers are appointed to oversee and audit our work and we deal
with them on a daily basis. We are part of a sector of aviation increasingly being referred to as Sports and
Recreational Aviation, a definition which separates us from the operating commercial implications of
General Aviation and brings very diVerent social and economic benefits to society and the community. By
comparison with many other nations, in our sector of aviation we experience a much higher level of
regulation, overseen by CAA, than others require.

Remit Structure and Powers of the CAA

In accordance with its remit, the CAA is focussed very much on the civil air transport industry. Its
consultations are invariably with “Industry” and the “Sports and Recreational” segment of the General
Aviation (GA) aviation sector, of which we are a significant part, is rarely included or properly considered.
As an example, during its recent industry wide review of charges, the Sports and Recreational segment was
specifically excluded from thework so as to enable a consensus to be reachedwith themain body of Industry.
This review moved regulation costs from the commercial elements of Industry who were represented onto
we who were not. We had expected that the CAA, as the regulator and in accordance with the principle of
fairness that the CAA had set itself, would protect our interest but it did not do so. Indeed, the CAA has
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repeatedly claimed that we were represented in this work and this has recently been stated by the
Parliamentary Under-Secretary of State for Transport in the House of Commons. Despite being often
repeated this is unfortunately not the case.

We consider that the remit of the CAA should be expanded to provide a formal responsibility to the
development and protection of UK aviation beyond that for the civil air transport industry. The CAA is
currently conducting a Strategic & Regulatory Review of GA in UK and this could form the basis for such
an expansion of remit to encompass the Sports and Recreational element of GA.

The structure of the CAA is also based on its civil air transport remit and there is no representation on
its Board for the wider UK aviation interests, particularly Sports andRecreational aviation.We believe that
the CAA Board should include such representation amongst its non-executive members.

TheCAAholds absolute power over the PFA, its members and their aircraft. Its sets the regulations under
which we operate and it supervises the detail how we apply them. Our core business is safety and there are
occasions when we have a safety related issue that we have to put to the CAA for consideration with a view
to making some change. We find that in general, applications to the CAA to change procedures or
regulations are not progressed in a timely and positive manner and this is out of step with the open culture
that is at the core of air safety throughout UK aviation. For safety issues we find this unacceptable but we
have no appeal at a working level short of the Secretary of State for Transport. We believe that:

(a) The CAA should progress safety related matters as expeditiously as it would expect us to do and
should adopt the open and proactive culture embraced by rest of UK aviation.

(b) We should be able to appeal to an independent person or body about working level matters related
to air safety.

Effectiveness and Efficiency

During its recent review of costs and charges, the CAAmade much of its scrutiny of its own eVectiveness
and eYciency in cost terms. However, examination of its final report showed much of this work to be
superficial and aimed at justification rather than improvements. This is to some extent understandable
because the scrutiny was carried out by the CAA departments themselves and they would be unlikely to
declare themselves ineYcient. The CAA sets its own charges to cover its costs so there is no commercial
imperative for it to be eYcient. Major Industry organisations can exert pressure on the CAA to reduce the
regulatory and cost burden on their business but Sports and Recreational Aviation has no such leverage; it
needs a champion to protect it.

All the “users” of CAA regulation would agree that the CAA is not eYcient enough, is not suYciently
cost eVective and is not reducing in proportion as responsibilities pass to the EU. Nevertheless, this is the
basis on which the CAA is going forward into the complex period of transfer of responsibilities to Europe.

Effect of European Union Cooperation

It is clear that with much aviation regulation being transferred to Europe, the CAA should be aiming to
be much smaller and in the meantime be working hard to ensure that UK aviation is not disadvantaged by
the transfer.

The CAA should be downsizing but does not appear to be doing this enthusiastically and as it eVectively
regulates itself, there is little pressure for it to do so. The EU regulatory regime will be diVerent to the
traditional UK model and this is something we must accept. By comparison with many other nations, we
currently experience a much higher level of regulation, overseen by CAA, than other European nations
require. We now see UK regulations and charges being adjusted so that they can overlay the EASA
arrangements and charges making UK aviation even more regulated and expensive than aviation in the rest
of Europe.

The focus of EASA is understandably on the regulation of commercial aviation but Sports and
Recreational Aviation has been almost entirely disregarded. As a result, many regulations that are
appropriate for airlines are being applied to us by default, creating a very diYcult environment. We would
expect the CAA to champion the cause of UK aviation into Europe but it is not doing so.

15 November 2005

APPENDIX 27

Memorandum submitted by Mott MacDonald Ltd

Introduction

1. MottMacDonald is aUK-basedmulti-disciplinary consultancy employing over 8,000 staVworldwide.
Included in our skill base are professionals specialising in airport planning, the design of airport facilities,
aviation forecasting, economic regulation and other aspects of the industry. Most of these staV are based
in the UK, North America and Australasia and have experience of working on aviation projects in many
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countries and every Continent. Such projects are usually governed by the International Civil Aviation
Organisation (ICAO) standards and recommended practices (SARPS), and by local civil aviation
regulators—including the UK CAA, and in the USA, the FAA as appropriate. We therefore not only have
first hand experience of how the UK CAA regulates the aspects of the industry that we are involved with,
but can also compare this with regulation in other countries and, in particular, the over-riding role of ICAO
SARPS. As a leader in the aviation consultancy field, we feel we have a duty to respond to the invitation to
provide a memorandum in order to assist the committee in producing its recommendations to Government
in deciding the best way forward to identify a future role and position for the CAA.

Conflicting Roles

2. It is clear from our work that some aspects of CAA policy constraining the optimum development of
UK civil aviation growth, in great part due to a clear conflict between two of its most important roles,
namely those of safety regulation and of economic regulation of the UK air transport sector. We consider
that in trying to balance these two roles, the CAAmay in some cases be failing to provide the clear leadership
and guidance that should be expected. In some instances this is hindering the growth and prosperity of the
civil aviation market, a situation which may worsen should the status quo be maintained.

3. For example the CAA is the airport economic regulator and policy adviser and encourages the
maximum use be made of existing runways in accordance with government policy. At the same time it is
also the industry safety regulator with an overview on declared ATM rates from a safety perspective. We
are left with a situation in the UK where we can allow 18 seconds separation between aircraft on a single
runway (Annex 1). The margin for error is very tight and the pressure on the air safety regulators within the
CAA will grow, from its own economic regulators.

Regional Access Concerns

4. In terms of Regional Access there does not appear to be any cohesion between aviation and transport
policy on the one hand andUKandEU regional economic policy on the other. As the government’s aviation
advisor the CAA should support the development of accessibility between the UK regions and the rest of
the world. The current Future of Air Transport White Paper emphasises the recognition of the importance
of air travel to national and regional economy and prosperity. Yet the CAA appears to be abdicating its
responsibilities and deferring to market forces when it comes to the importance of connections between the
UK’s primary international gateway and the rest of the country.

5. TheCAA’s viewpoint on Public ServiceObligation routes is ambivalent and suggests these should only
be operated where there are compelling reasons to do so. It is against ring-fencing slots for vital routes from
Heathrow to the regions, arguing in part that the new wave of low cost carriers are operating many services
into other London airports from domestic points, ignoring the fact that these have no connectivity with long
haul services out of Heathrow (Annex 2). It also seems to take the view that in the event of a third runway
being built at Heathrow, this would enhance the opportunities for flights between the UK regions and the
airport, while not even mentioning that without any sort of ring-fencing or control, there is absolutely no
guarantee that this would happen under internationally agreed slot allocation rules. New slots created at
Heathrow from either a new runway or mixed-mode use of the existing ones of themselves do not provide
guarantees of domestic usage. Itmay simply providemore long haul slots on themain runways, with existing
short haul European services moved to any new runway at the expense of domestic services.

6. InCAP 754—theUKRegionalAir Services study (February 2005)—theCAA suggests that the answer
could be to create a transparent and eYcient secondary slot market. It believes this could be an opportunity
for UK-based airlines, and goes further to suggest some form of trading where non-airline concerns such
as regional bodies, other public bodies, or business consortia could buy slots. Airlines have recently been
seen to buy slot pairs at Heathrow for figures as high as £20 million (Qantas January 2004). Few non-airline
bodies would be prepared to pay such sums for any slots at Heathrow not already governed by historical
precedents (grandfather rights). Furthermore, there is absolutely no guarantee that UK based airlines
buying slots would use them for domestic services. There is also the possibility under existing rules
concerning new slot allocation rules giving priority to new entrants that smaller UK airlines could take
advantage of these new entrant rules to buy slots in order then to sell them on at a premium to a larger
international carrier already operating at the airport. Many smaller carriers have already sold their existing
slots at Heathrow and moved services to Gatwick to realise short term financial gains, rather than for any
compelling route profitability reasons.

7. For the airports themselves, the allocation of new slots to an international wide-body service will
always be more attractive than to a short domestic route, not only from the increased revenues it will obtain
from landing fees and passenger charges from the use of larger aircraft, but also from additional revenue
from commercial sources such as retail and duty-free sales. Although regional services may be strategically
important for the remote regions of the UK, the reality for these airlines and airports is that in order to
maximise shareholder revenues at highly constrained airports, economic pragmatismwill prevail. The CAA
believes that “the best means of securing continued access to Heathrow from regional airports goes with the
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grain of commercial decisions and the dynamics of the airline market”.19 Mott MacDonald disagrees, and
believes that the CAA should advise Government that positive action is needed to counter the natural
inclinations of airlines and airports.

8. The BAA in its oYcial Investor Relations presentation of its own half year 2005–06 financial results
states “At Heathrow, it is anticipated that traYc growth will continue to be limited, over the next few years,
by capacity constraints and the slow transition of slots from short-haul operations to more attractive long-
haul. The pace of slot usage change to long-haul at Heathrow is slowed by the highly regulated nature of
international aviation.” Furthermore, in answering a question raised at the Brabazon lecture given by
BAA’s Chief Executive Mike Clasper at the Royal Aeronautical Society on 10 November 2005 he stated
“We currently have an aircraft mix of one third wide bodied, two thirds narrow bodied at Heathrow. We
want to change this mix to two thirds wide bodied and one third narrow bodied.” The implication is clear:
the BAA is more interested in long haul use of its Heathrow slots, and the CAA is not ensuring that vital
connections are retained between the UK regions and the rest of the world.

9. In fact the CAA goes further in its conclusions to suggest “Access to Heathrow remains an important
issue for regional airports and regional economic development, and in particular for passengers wishing to
connect to other services. There has been some reduction in services between UK regional airports and
Heathrow over the past decade. However, overall, London is better served from the regions than in the past,
with more services at Gatwick, Stansted, Luton and London City that numerically much more than oVset
the loss of Heathrow services. In addition, links to other European hubs from regional airports can provide
an alternative means of making connections.”20 As the body tasked with advising the government on the
UK air transport sector, the suggestion that passengers from the UK regions can fly with (invariably) non-
UK carriers to connect to their long haul services out of Amsterdam, Frankfurt or Paris, cannot possibly
be a view that is in the best interests of this country’s aviation industry. CAA general policy objectives laid
out in the Civil Aviation Act 1982 state that it shall be the duty of the CAA to perform its functions in a
manner which it considers is best calculated: “to ensure that British airlines provide air transport services
which satisfy all substantial categories of public demand (so far as British airlines may reasonably be
expected to provide such services) at the lowest charges consistent with a high standard of safety in operating
the services and an economic return to eYcient operators on the sums invested in providing the services and
with the securing the sound development of the civil air transport industry of the United Kingdom; and to
further the reasonable interests of users of air transport services”.

10. In fact some UK regions have links to other European hubs but not Heathrow at all. Travellers from
South Wales may find it more attractive to fly with KLM from CardiV to Amsterdam for onward
connections than make a long train or road journey to Heathrow, with the added costs and hassle factor
involved. Passengers in Yorkshire for example have the choice of more flights daily to mainland European
hubs out of Leeds-Bradford than to Heathrow (Annex 3).

11. It is true that many regional airports have seen major growth in passenger numbers and new
destinations, but this has largely come as a result of the massive growth of the low cost sector serving
predominantly leisure destinations. Where some regional airports have been successful in attracting long
haul international services, this has in many cases come from Route Development Funds. Scotland in
particular has benefited from such a scheme, both for long haul and short haul international services. These
developments have come about from private and governmental/local authority initiatives—not from any
work done by the CAA.

12. The CAA seems to be content to let the market “get on with it” but as the economic policy advisor
to the government it is necessary that it should be more proactive in ensuring that regional interests are
addressed, and that accessibility is secured.

Failure toMeet Objectives

13. As part of the 1985 government White Paper on aviation, two key areas in particular were
highlighted. The first was to establish Heathrow and Gatwick as global airports. The second was to ensure
airport capacity is built as and when required, to meet demand where it is greatest. This has manifestly not
happened over the last 20 years—and the CAA’s own stated approach to this is to let the private sector/
commercial developers decide if and when they should meet demand.

Safety

14. We recognise the CAA’s work in ensuring that the UK has a safety record second to none, and the
respect that it has earned across the globe in this field. However, we do have some areas of concern and in
this submission we have decided to concentrate the following comments on the specific aspects of the role
of the Safety Regulation Group (SRG) that have given us the greatest concern and which have industry-
wide implications.

19 (CAP 754 UK Regional Air Services P 94).
20 (CAP 754 UK Regional Air Services P 102).
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15. These cover the following areas:

I. consultation with Consultants; and

II. CAP 168 (Licensing ofAerodromes), including unpublished requirements and diVerences between
CAP 168 and ICAO Annex 14 (Aerodrome Design and Operations) and other related ICAO
documents.

Consultation with Consultants

16. Airport owners frequently choose to appoint Consultants to plan and/or design airport development
projects for them. There are many potential reasons for this, but in general, owners do not routinely employ
suYcient numbers of professional staV to undertake such work. That applies to both small and large
airports, where the scale of projects may also vary, but can still be a major development if viewed in
relative size.

17. Aspects of any such development may be regulated by CAP 168 or other CAA requirements and so,
as designers, Consultants require:

I. a clear statement of the regulatory requirements;

II. a clear procedure for handling issueswhere those stated requirements cannot be fully achieved; and

III. a process to obtain a formal approval (or at least a “no objection”) in advance of the Airport
proceeding with, or relying upon, such an intended course of development.

18. In general CAP 168 is a complicated document, but no more so than ICAO Annex 14 that it is
primarily intended to replicate. The subject of diVerences between these is discussed next in this submission.
There are however a number of elements where:

I. the CAA reserves a decision to itself;

II. the CAA has unpublished rules or guidelines as to the application of CAP 168 or ICAO
SARPS; and

III. the CAA takes a particular view on a particular issue, but one which cannot be predicted from
published documents or from past decisions taken in similar circumstances at airports elsewhere.

19. We have also encountered a situation where a development that was in full compliance with CAP 168
was still not approved and another situation where operations from an extended runway were not
subsequently permitted as intended by the designer and airport operator. [The references are to: Scatsta
apron flood lights and apron marking; and to Scatsta declared runway distances]

20. In most of these instances, designers would benefit from consultation with the SRG.

21. However, we have been informed in the past that the CAASRGwill only liaise with airport Licensees
and will not discuss a project with Consultants. This has certainly been our experience in recent years. This
makes it diYcult to give accurate or complete advice; it generates a risk of abortive design work—incurring
additional cost; and it can delay the project, placing an additional burden on airport Licensees.

22. We therefore ask that the CAA respect the fact that Consultants form an integral part of the
development process and that the CAA takes a more open, constructive and helpful approach in ensuring
thatAirport developments are achieved in both a safe and cost eVective manner. This would be to the benefit
of all airport owners.

CAP 168 Licensing of Aerodromes

23. The CAA is responsible for the application of the UK’s obligations that stem from it being an ICAO
Contracting State. CAP 168 is the CAA’s document that describes its regulatory requirements in respect of
aerodromes and airport operations. It does so in terms of Licensing requirements. Many of the provisions
of CAP 168 are identical to those SARPS stated in ICAOAnnex 14.However, CAP 168 departs fromAnnex
14 in numerous places. We are going to concentrate on one aspect in this submission, which is the
classification of runways and their declared lengths. It is a technical matter and we will describe the issue as
succinctly as possible, but we raise it as it has potentially very serious implications that could threaten the
future of public transport operations at numerous regional UK airports.

24. The background to this is as follows. Both Annex 14 and CAP 168 classify the design of runways by
twomeasures. A runway has a Code Letter, which relates to the largest aircraft wingspan and undercarriage
width that can be accommodated. Safe clearances are determined from this classification. A runway also
has a Code Number, which is the pertinent issue here. Together these produce the “Aerodrome Reference
Code”.

25. ICAO Annex 14 and (prior to February 2001) CAP 168 classified the Runway Number in terms of
the runway performance of aircraft it is intended to serve. This is determined by the aeroplane reference field
length, which is the take-oV distance required under specified standard conditions. These are reproduced in
Annex 5.
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26. Both documents said that this Code is a simple method of interrelating the numerous specifications
of the aerodrome’s characteristics, but also stated that it is not intended to be used for “determining” or
“influencing” the actual length of runway provided.

27. However, in their February 2001 amendment, the UK CAA fundamentally, and as far as we are
aware unilaterally, redefined the Code Number and its application at UK airports. We are not aware of any
event or substantive safety issue that gave rise to this change and note that ICAO and other Contracting
States has continued with the former definition.

28. CAP 168 now states that “the Number is determined by selecting the higher value of declared TODA
or ASDA” (Annex 6). This, in eVect, reverses the earlier intention that the Code Number does not even
“influence” the runway length provided, in that the length provided now determines the Code Number.

29. The implications of this change can be substantial, particularly in the case of Code 2 runways. The
clearances and obstruction surfaces associated with Code 2 and Code 3 runways are substantially diVerent.
For example, a runway sits inside an obstruction-free surface area termed a runway strip. The requiredwidth
of an instrument approach runway strip doubles from 150m to 300m. There are also much more onerous
obstruction surfaces associated with these two classes of runway. Again for example, the take-oV climb
surface increase from a 4% gradient surface 2,500m long, to a 2% gradient surface 15,000m long. As a result,
many existing aerodromes with Code 2 runways cannot comply with Code 3 requirements due to existing
developments and natural features on and oV their site.

30. This change also makes the declaration of clearway and stopway pointless.

31. In a direct response to a written query from us, the SRG stated that they would not be expecting
existing runways to be brought up to the new standard, nor would they reduce declared distances of existing
Code 2 runways to no more than 1,199m. However they would expect new developments to comply with
this new definition and the related requirements.

32. The CAA also said that if a newly developed runway is not able to comply with the provisions for a
Code 3 runway, then its declared take-oV distances will be reduced to those applicable for a Code 2 runway.
This could cause the cessation of public transport operations at these airports as only very few aircraft types
can reliably operate with a commercial payload oV of a 1,199m long runway.

33. In a related matter, as a general principle a longer runway is a safer runway and it is usual to provide
a length greater than the minimum requirement. In addition, the length provided will also be increased, if
applicable, to reflect runway gradient, airport altitude or reference temperature. These are standard industry
practices that are included in ICAO runway design documents. CAP 168 (and the SRG) do not allow a
runway length to be increased for such reasons. They do have an unpublished allowance that will permit
declared runway distances to be increased by up to 10% to allow for the variation in air temperatures, but
that is all and remains contrary to the stated definition in CAP 168.

34. As a consequence of this, we have had to advise one airport not to undertake runway end safety
improvement measures as these may be considered as “development” and result in the reclassification from
Code 2 to Code 3. A change which could not be provided for, due to physical constraints and the
prohibitively high cost of compliance.

35. It has also become apparent that many existing regional airport Code 2 runways cannot be improved
as they then become subject to the unacceptable commercial risk of having reduced declared runway
distances. We also detect a reluctance on the part of such airport operators to openly challenge the CAA
over this change, in case it highlights their inability to comply with the much more onerous clearances and
obstruction surfaces required for Code 3 runways.

36. In making these points, we repeat that we are not arguing in favour of any unsafe practice or the
perpetuation of any unsafe practices. Indeed, we would accept that there is an argument for reviewing all
the runway classifications and related clearances to reflect the changed levels of risk associated with modern
aircraft operations. However, that should at least be done after a proper study and after full consultation
with all sides of the industry. It should also be done through ICAO, if at all possible, to ensure international
uniformity in standards, practices and operations.

37. By its simple act of amending CAP 168 in 2001, the CAAhas put themajority ofUK regional airports
outside of regulatory compliance and virtually prevented their future development. It is also now unable to
enforce the provision of its own regulations, which undermines the value of these important documents and
has departed from the UK’s obligations to apply ICAO SARPS. Such a move displayed the underlying
attitude of the SRG of the CAA, which quite rightly causes concern to consultants and aerodrome
operators alike.

The Future of the CAA

38. Clearly the European Commission is evaluating proposed further central regulation of the civil
aviation sector. The Commission has recently launched a public consultation on airport capacity, eYciency
and safety in Europe, the future outcome of which could lead to significant changes in the role and remit of
the United Kingdom’s CAA.
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39. In particular the Commission is proposing to extend the functions of the European Aviation Safety
Agency (EASA) into the airport environment, a policy which will be outlined in an oYcial communication
published at the end of 2005.

40. An enhanced EASA, given greater powers could potentially become a safety authority operating at
the same level as the United States’ Federal Aviation Administration (FAA). From the discussions that led
to its creation, the intentions were that an organisation would be set up:

— to draw-up common standards to ensure the highest level of safety;

— to oversee their uniform application across Europe; and

— to promote them at world level.

41. Furthermore, the adoption of a European Parliament and Council Regulation (EC) No 1592/2002
of 15/07/2002, put in place a Community system of air safety and environmental regulation and led to the
creation of EASA. The objectives of that regulation can be found in Annex 7.

42. These will impact the role of the CAA. It is also the intention of the Commission that EASA would
develop its know-how in all the fields of aviation safety in order to assist Community legislators in the
development of common rules for:

— the certification of aeronautical products, parts and appliances;

— the approval of organisations and personnel engaged in the maintenance of these products;

— the approval of air operations;

— the licensing of air crew; and

— the safety oversight of airports and air traYc services operators.

43. As a first step however, the Regulation established only the basis of Community action in the first two
domains listed above. The Commission, assisted by the Agency, plan to progressively propose the necessary
amendments of the Regulation to extend its scope to the other domains.

44. So where would this leave the CAA in the future? How much authority would it have in the area of
safety? Already EASA states that “European aviation authorities perform a critical role in assisting EASA
with the performance of its core rulemaking, certification and standardisation functions.” This suggests
more of a support function for the CAA, where it ensures implementation of EASAEurope-wide standards
and legislation in the UK, rather than creating them in its own right. Furthermore, when one looks at the
Management Board of EASA, the UK member is currently Mr Michael Smethers of the Department of
Transport, with the UK CAA only providing an advisor to the board. For the majority of other European
countries, it is their Civil Aviation Authority who provides the board member. As safety regulation is
arguably the most important function of the CAA today, any large-scale removal of its powers to a central
European body in this area, would bring in to question just what sort of organisation it should be in the
future.

45. According to its own literature, the CAA’s key responsibilities are in the areas of Air Safety,
Economic Regulation, Airspace Regulation, Consumer Protection and Environmental Research and
Consultancy. Safety is becoming increasingly led by EASA, and regulation of it in the UK is also arguably
undermined by economic pressures in other areas. Economic regulation may get increasingly constrained
by decisions made in Brussels as part of wider international agreements and treaties signed between the EU
and other countries, although it could be argued that this would ensure no change in theCAA’s “sit back and
let themarket get on with it” approach it seems to have increasingly taken in this area. Airspace regulation is
led by Brussels (through Eurocontrol) and NATS in the UK.

46. Consumer protection has long been an area of great importance to Brussels, with EU-wide legislation
recently introduced to protect passengers’ interests regarding delays and cancellation of flights, surely only
the start of further central regulation in this area in the future. Indeed the CAA itself actually states that
one of its responsibilities is to “license UK airlines and enforce European Council requirements in relation
to their finances, nationality, liability to passengers for death or injury and insurance.” When the CAA
recommended the bonding of scheduled air services the UK government rejected its proposal, further
undermining the CAA’s role as a policy-making body in this area.

47. Research and consultancy in the environmental field is something the CAA is keen to highlight. The
environment is high on the European Commission’s aviation agenda, with suitable funding in place for such
research to be undertaken. While this is an area of great importance, and one that will become greater still
in the future, research in environmental issues is a function that could be carried out by amyriad of respected
institutions across Europe, many of which will not be hindered in this research by potential conflicts of
interest in other areas of their work. It is not ideal for a body which is charged with getting the maximum
possible use out of its country’s runways to also be charged with research into environmental issues, which
could include economic areas such as emissions charging. Furthermore, the CAA is investing a great deal
of time and energy in an area when it doesn’t even have a mandate from the government to do so. None of
its original mandates set out by the government or its own stated objectives cover the environment.
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48. We believe that with many of its key roles becoming increasingly Brussels-led and with its record of
sitting back in the area of Economic Regulation, an area where it can still potentially lead rather than be
directed from Brussels, the future position of the CAA is uncertain. Its future seems increasingly to be a
somewhat smaller rubber-stamping institution, no longer charged with policy initiatives or legislation
creation, merely ensuring European Union legislation is implemented within the United Kingdom; a role
of mere oversight but no duty.

15 November 2005

APPENDICES TO MOTT MACDONALDMEMORANDUM ON THE TRANSPORT
COMMITTEE’S INQUIRY INTO THE WORK OF THE CIVIL AVIATION AUTHORITY (CAA)

Annex 1

RUNWAY SEPARATION

(Photograph not printed)

Annex 2

CONNECTIVITY OF LONDON AREA AIRPORTS

London airport: Heathrow Gatwick Stansted Luton London City

Total Destinations served 168 126 100 28 20
Full Fare- 168 123 24 11 20
Low Cost- 0 15 84 19 0

Total Weekly Departures 4,506 1,804 1,572 502 445
Full Fare- 4,506 1,550 235 60 439
Low Cost- 0 254 1,337 442 6

Long Haul Destinations—USA 14 16 0 0 0

Long Haul Destinations—Other 77 23 0 0 0

Terminal Passengers (Year 2003–mn) 63.2 29.9 18.7 6.8 1.5

ATMs—(Year 2003–000s) 458 236 172 61 50

Annex 3

TABLE REPRODUCED FROM CAA CAP 754 DOCUMENT (P 49)

HUB SHARE OF PASSENGERS FROM REGIONAL AIRPORTS WHO CONNECT EN ROUTE

Short-haul destinations Long-haul destinations

1990 2001 1990 2001

Edinburgh Heathrow 73% 24% Edinburgh Heathrow 70% 57%
Gatwick 8% 11% Gatwick 23% 6%
Other hubs 19% 65% Other hubs 7% 37%

100% 100% 100% 100%

Glasgow Heathrow 56% 33% Glasgow Heathrow 40% 48%
Gatwick 9% 9% Gatwick 13% 9%
Other hubs 35% 58% Other hubs 47% 43%

100% 100% 100% 100%

Aberdeen Heathrow 58% 36% Aberdeen Heathrow 58% 41%
Gatwick 11% 14% Gatwick 29% 20%
Other hubs 31% 50% Other hubs 13% 39%

100% 100% 100% 100%

1994–95 2001 1994–95 2001

Newcastle Heathrow 49% 25% Newcastle Heathrow 60% 55%
Gatwick 7% 11% Gatwick 12% 14%
Other hubs 44% 64% Other hubs 28% 31%

100% 100% 100% 100%

Notes: Figures for Scottish airports include only those passengers whose surface origin is in Scotland.

Figures for Newcastle include only those passengers whose surface origin is in the Northern planning
region.
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In both cases this captures the majority of users at these airports.

Source: CAA O&D Surveys at regional airports.

Annex 4

CAA OBJECTIVES

— “To foster a strong and competitive British airline industry by providing enough airport capacity
where it is needed.”

— “To support the leading position of Heathrow and Gatwick among the world’s major
international airports and interlining centres.”

The 1985 Airports Policy White Paper; Department for Transport

Annex 5

RUNWAY CLASSIFICATION (ICAO ANNEX 14)

Aeroplane Reference Field Length Aeroplane Reference Code Number

'800m 1
800m to'1,200m 2
1,200m to'1,800m 3
(%1,800m 4

Annex 6

CAP 168 TODA AND ASDA DEFINITIONS

— Declared TODA is the declared Take OV Distance Available, which is the surface take-oV run
available (TORA) plus any declared clearway beyond that for aircraft to gain height.

— Declared ASDA is the declared Accelerate and StopDistance Available, which is the surface take-
oV run available (TORA) plus any declared stopway provided for to stop in the event of an
abandoned take-oV.

Annex 7

REGULATION (EC) NO 1592/2002 OBJECTIVES

— establish and maintain a high uniform level of civil aviation safety and environmental protection
in Europe;

— facilitate the free movement of goods, persons and services;

— promote cost eYciency in the regulatory and certification processes;

— assist Member States in fulfilling their ICAO obligations on a common basis; and

— promote world wide Community views regarding civil aviation safety standards.

APPENDIX 28

Memorandum submitted by the Airlines Consultative Committee at Stansted Airport (“The Stansted ACC”)

1. Introduction

This Memorandum is submitted by the Stansted ACC. Its purpose is specifically to address issues
concerning economic regulation by the CAA. In addition to the functions set out in the “Note for Editors”
in the Transport Committee Press Notice, the Stansted ACC notes that Section 3(d) of the Civil Aviation
Act 1982 provides that the functions of the CAA also include any other functions conferred on it by any
other enactment. This includes the functions and objectives conferred by the Airports Act 1986 (“the
Airports Act”). Accordingly, this Memorandum includes reference to the functions and objectives
contained in the Airports Act, and in particular to Part 3 of the Airports Act concerning the economic
regulation of airports.



3287501074 Page Type [E] 31-10-06 23:21:42 Pag Table: COENEW PPSysB Unit: PAG5

Ev 260 Transport Committee: Evidence

2. The Remit, Structure and Powers of the CAA

2.1 StanstedACC is concerned about the CAA’s remit concerning economic regulation, and in particular
the economic regulation of the BAA group of companies. The BAA group of companies enjoy a position
of dominance that is, or is approaching, a monopoly, not only in relation to the ownership and operation of
the major London airports, but also in relation to various infrastructure and facilities within those airports.
Indeed, the Report of the Monopolies and Mergers Commission dated July 1991 stated at paragraph 2.11:

“The BAA Airports are clearly in a dominant position, particularly in the London area, where
alternatives to BAA are limited.”

2.2 In addition, the House of Commons Transport Committee sixth Report of Session 2002–03 stated in
its findings and recommendations at paragraph 117:

“We believe that the dominant position of BAA means the ownership structure of United
Kingdoms airports is deeply flawed”.

2.3 The CAA has failed to address concerns of users of Stansted Airport as to BAA’s monopoly position
and abuses of that position by BAA. This failure has been caused in part by the inadequacies of the statutory
regime, and in part by the CAA’s unwillingness to regulate BAA properly.

2.4 Competition at London’s airports and eVective regulation of the BAA is hampered by the current
statutory regime. For example, under the Airports Act, the CAA is the body which ordinarily first considers
complaints relating to abuse of a dominant position (either through the procedure in Section 41 of the
Airports Act or in the context of the quinquennial Airports Review Process). In practical terms, it is only
in circumstances where the CAA is considering imposing conditions in relation to alleged abuses that the
matter will be referred to the Competition Commission. There is no procedure or mechanism by which
complaints can be considered and determined on an expedited basis. Unless they commence proceedings in
the High Court, airport users are left in the position where issues arising out of BAA’s monopoly position
are not adequately considered or resolved on a timely basis, if at all. For example, a Stansted airline was
forced to initiate High Court Proceedings in order to force BAA to reduce an excessive fuel levy that applied
to users of Stansted Airport, and which constituted an abuse of BAA’s dominant position.

2.5 Further, a major obstacle to the eVective regulation of BAA so as to prevent abuses of its dominance
is a lack of willingness on the part of the CAA to deal with such abuses. The historical relationship between
BAA and the CAA leads to the CAA having a bias in favour of BAA to the detriment of industry users
including airlines and passengers. This is evidenced by the apparent “commitment” given by the CAA to
BAA in relation to preliminary expenditure incurred by BAA for the Stansted G2 Project (“G2”) (see
paragraph 5.2 below).

2.6 The CAA is not proactive in relation to, or on top of recent commercial developments in the aviation
industry (and in particular, the low fares market). It does not understand the economic model which has
brought about such significant growth at Stansted Airport.

2.7 In light of the fact that there are inadequate structures in place to curb BAA’s dominant position,
and given that the CAA is unwilling or unable to regulate BAA to ensure that abuses do not occur, the
Government needs to legislate to ensure that eVective competition is introduced into the London Airports
market and to ensure that the CAA is required to regulate BAA more eVectively.

2.8 In the circumstances, the Transport Committee should make recommendations: (1) to curb the
dominant position of BAA by breaking up the BAA monopoly, thereby opening up competition in the
London market; or (2) to require the CAA to take a more proactive approach to regulating the BAA.

3. The Effectiveness and Efficiency of the CAA’s Regulatory Framework

3.1 The regulatory framework is not eVective in ensuring that the BAAAirports are eVectively regulated.
The process to date has failed to: (1) open up competition; and (2) ensure that BAA’s dominant position is
not abused.

3.2 The annual five-year review process is dominated by BAA. BAA throws substantial personnel and
resources into the review processes. Other interested parties in the review process, for example airport users
including airlines and passengers, simply do not have the resources to counter each and every submission
and argument put forward at enormous expense by BAA in its eVort to ensure a favourable regulatory
outcome. This, together with the issues referred to above arising out of the historical relationship between
BAA and the CAA, results in a situation where the CAA is eVectively in a state of regulatory capture.

3.3 The time taken in relation to each regulatory review is far too great and resource-intensive. This is
driven by, and tends to favour, BAA (for the reasons above).

3.4 The CAA is too narrowly focused on economic theory (and indeed outdated theories), rather than
on understanding the industry and the realities of operating an airline business in a competitive market
place. Indeed, there is an apparent lack of expertise and experience of the modern aviation business within
the CAA. As an example, the CAA in the prior review stated on several occasions that it was not concerned
with Stansted as BAA had not been charging up to the permitted cap. However, this only demonstrated
how out of touch the CAA’s regulatory regime in Stansted was with commercial reality. The huge growth
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at Stansted only occurred as a consequence of the low airport charges, which were substantially below the
regulatory cap. BAA’s recent public statements that it will begin pricing up to the cap is a further indication
of their dominance in the Londonmarket now that StanstedAirport has essentially reached capacity at peak
times. The CAA has failed to regulate Stansted in the past, allowing it to recklessly increase its regulated
asset base, to the detriment of users.

3.5 There needs to be more eVective monitoring by the CAA between airport reviews to ensure that there
is compliance with the regulatory settlement and to enable users’ concerns to be properly addressed. Projects
that may not have been envisaged at the time of a previous airport review may well be under way, resulting
in potentially large investment (hence a possible increase in the regulated asset base) prior to the next airport
review. This results in the inconsistent treatment of such expenditure.Moreover, interim decisions are being
made which are subsequently unlikely to be reviewed or changed, regardless of their merits.

3.6 The regulatory framework does not encourage competition.Moreover, the CompetitionCommission
is unlikely to become involved in specific issues of abuse, save in respect of issues raised in the review process
once every five years.

3.7 The regulatory process, as set out in the CAA’s proposals for “constructive engagement”, is meant
to be underpinned by a process of consultation between BAA and airport users. However, the CAA has
expressly stated that the consultation process does not necessitate agreement between BAA and airport
users. Moreover, BAA has consistently refused to provide suYcient information to enable adequate and
informed consultation with users to take place. Indeed, in its 2003 decision on BAA price controls, the CAA
stated: “The CAA agrees that BAA’s disclosure of information to, and consultation with, users should be
improved.” There has been no improvement.Despite this, the CAA refuses to intervene, and chooses instead
to act only as “an observer”.

3.8 The CAA’s proposals concerning “constructive engagement” are bound to fail in circumstances
where BAA is under no threat of competition being introduced and is free from any form of regulation
designed to ensure that it does not abuse its dominant position, and where BAA is able to incur substantial
expenditure without the agreement of users, but for which users will become liable. Annex 4 to the CAA’s
2003 decision on BAA price controls stated that there should be enhanced disclosure “around a central
business plan”. However, BAA has consistently failed to provide any form of business plan or justification
for the G1 (expansion to 35 million passengers per annum at Stansted) or G2 projects and has stonewalled
the constructive engagement process. The CAA has failed to intervene stating that “it is for the airport and
the airlines” to reach agreement or not. However, if it were possible for the airport and the airlines to reach
agreement (ie, if they had equivalent bargaining power or BAA was subject to competition), then there
would be no need for a regulator.

4. Performance of the CAA in relation to its Statutory Objectives and Functions

4.1 There are aspects of the CAA’s performance in relation to its statutory objectives (with regard to
economic regulation) which the Stansted ACC considers to be highly inadequate.

4.2 Primarily due to the advent of the low fares carriers, the users of air transportation in the United
Kingdom now enjoy low fares, punctuality and safe service from a range of competing airlines. However,
the success of low fares carriers and the remarkable growth at Stansted Airport have been achieved despite,
rather than as a result of CAA regulation. This growth is under serious threat because of the CAA’s failure
to regulate BAA. Although BAA has stated that it only has “50% confidence” in its traYc forecast for
Stansted and that Stansted traYc was “high risk” compared to Heathrow and Gatwick traYc, it is
nevertheless proposing to spend £4 billion at Stansted, which will approximately quadruple existing costs
to users. This increase will destroy any prospect for growth of low fares airlines at Stansted.

4.3 It is clear that the CAA has fundamentally misunderstood and misconstrued its duties and
responsibilities under Section 39 of the Airports Act. In particular, the CAA has given too much weight to
its responsibilities to promote the profitable operation of airports and to encourage investment, to the
detriment of its duties and responsibilities to further the reasonable interests of users. Moreover, the CAA
has failed to ensure that investment at airports is reasonable, eVective and eYcient. As a result of this failure
by the CAA, the regulated asset base at StanstedAirport is spiralling upwards, unchecked and uncontrolled.
The result will be unnecessary increases to airport charges. Such increased charges will result in higher fares
for passengers, thereby undermining, and indeed jeopardising, the forecasted growth upon which
investment was predicated in the first place.

4.4 The Stansted ACC’s concerns regarding the CAA’s failure to comply with its statutory obligations
and its failure to comply with the principles of the Better Regulation Task Force (transparency, consistency,
accountability and proportionality) are illustrated by the CAA’s current consultation in relation to
preliminary expenditure on G2. Specific reference is made to this project below at Section 5. In addition, a
copy of the Stansted ACC’s Response (without the Appendices referred to therein) to the CAA’s
Consultation Paper dated July 2005, is enclosed.



3287501074 Page Type [E] 31-10-06 23:21:42 Pag Table: COENEW PPSysB Unit: PAG5

Ev 262 Transport Committee: Evidence

5. The Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

5.1 The CAA’s current consultation on preliminary expenditure in relation to G2 serves as a microcosm
of the failings of the CAA in relation to economic regulation. Particular reference is therefore made to that
consultation process, and to the Stansted ACC’s Response to the CAA’s Consultation Paper dated July
2005.

5.2 In summary, the CAA is failing to discharge its duties and is breaching its statutory obligations under
Section 39 of the Airports Act in relation to theG2 project at StanstedAirport by encouraging BAA to incur
preliminary expenditure which is forecast to exceed £100 million, in circumstances where:

(i) There is no commercial risk to BAA, since users will have to pay for the preliminary expenditure
through increased airport charges.

(ii) Users will pay the preliminary expenditure without receiving any benefit for years, if at all.

(iii) There is no agreement from users to the preliminary expenditure.

(iv) No, or no adequate, consultation has taken place between BAA and users regarding the need or
extent of this expenditure, and the CAA refuses to become involved.

(v) There are no proper controls on the level of expenditure being incurred by BAA.

(vi) The case for additional capacity and the cost thereof has not been made out by BAA and BAA
has refused to provide users with even basic information to enable them to evaluate the project.

(vii) No proper analysis has been carried out as to the eVect of increased airport charges on traYc
growth.

(viii) The CAA has apparently given a “commitment” to BAA in relation to preliminary expenditure,
which highlights the nature of the relationship between BAA and the CAA.

(ix) No steps have been taken to encourage competition: the CAA’s Consultation Paper is based on
the premise that BAA will build and operate a second runway and terminal in the absence of any
competition. This serves to further BAA’s dominant position and facilitates abuses of that
position.

(x) Allowing expenditure now, contrary to Section 40(3) of The Airports Act, will unlawfully fetter
the CAA’s discretion in setting the regulated asset base at Stansted Airport at the next price
review in 2007.

6. Conclusions

6.1 The Stansted ACC is grateful for the opportunity to submit its comments on the Transport
Committee’s review of the CAA. However, Stansted users urgently call on the UK Parliament to introduce
competition into the London market, either by breaking up the BAA monopoly or by allowing competing
airport operators to tender for the construction and operation of G2. The recent announcement by Luton
Airport of plans to build an additional runway and terminal facilities for roughly one third of the costs of
what BAA is proposing to spend is indicative of BAA’s regulatory gaming at the expense of Stansted airlines,
consumers and the competitiveness of the UK economy in general.

6.2 Economic regulation is a poor substitute for competition and the CAA’s failure to regulate BAA has
allowed them to abuse their dominance by providing over-specified and overly expensive facilities through
uncompetitive procurement processes and slack financial controls that do notmeet the requirements of users
and have led to inflated airport costs and airfares. The StanstedACC is sceptical that any reform of the CAA
would address these problems.However, at the very least, the CAA should be required to focus on the stated
requirements of users and to force the airport monopoly to eVectively consult with users so that facilities
and services reflect those needs. If BAA fails to consult with users and meet their requirements, then the
CAA should refuse to allow BAA to recover these costs from users.

6.3 The Stansted ACC is available to provide any further information that the Committee may require
in its review of the CAA.

15 November 2005

APPENDIX 29

Memorandum submitted by Dr Ian R Harnett, Harnett Air Services Ltd

Dr Harnett provides economic consultancy services to a range of UK general aviation organisations,
building on his experience in economic forecasting and modelling gained at the Bank of England and as
Chief UK Economist, or head of European Equity Strategy at a number of Europe’s leading Investment
Banks. Harnett Air Services is a small company leasing its single-engined aircraft for flight training and self
hire. Dr Harnett is a UK and FAA PPL and is a member of UK & US AOPA and PPL/IR.
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Overview

The CAA has recently been involved in a number of diVerent initiatives that have placed UK General
Aviation (GA) under severe economic and regulatory pressure. The result has been a sharp decline in
General Aviation activity, placing the future viability of the industry at risk and contrary to “securing the
sound development of the civil air transport industry of the United Kingdom” Civil Aviation Act 1982.

The policy initiatives to which GA has had to respond include the Single European Sky proposal for a
GA VFR levy and raised IFR charges; the SRG charging scheme review, increasing licensing, airfield and
maintenance costs, the DfT proposal to limit Foreign Registered Aircraft and the introduction of Mode-S
transponders.

The CAA also appeared willing to increase the size of controlled airspace, at the expense of GA access,
and allow UK airport operators to impose charging regimes that eVectively prohibit GA access to many
regional airfields, resulting in sharply lower activity levels. This appears to result from CAA sponsorship of
a very narrow definition of “civil air transport industry”, ie the revenue generating airlines.

Our main concern is that these initiatives have tended to be introduced with only limited economic
analysis of potential impacts on areas of aviation outside the airlines. Indeed, the lack of economic data
collected by the CAA on GA—despite its responsibility so to do— means that it is almost impossible to
perform accurate economic and regulatory impact assessments for policy changes on UK GA.

The increased level of concern that these initiatives have bought—which has resulted in high level of
consultation responses for each of the proposed changes—has culminated with the current TSC review.
Despite this the CAA appears unwilling to heed the concerns of GA—often pressing ahead with changes
despite ongoing investigations, such as the Strategic Review of General Aviation. This suggests that the
CAA now needs an explicit policy towards GA, guaranteeing access to airspace and airports at a fair price.

The following represents my detailed comments on the issues identified as areas that the Committee are
keen to explore:

1. The remit, structure, and powers of the CAA

1.1 The remit of the CAA appears to focus heavily on the role of the “British airlines” (Civil Aviation
Act 1982), with the need to “further the reasonable interests of air transport services” as a secondary
consideration. Thus it appears that the remit of the CAA is designed to limit the claims of non-airline activity
to UK airspace and airports, despite the positive economic and infrastructure impact that UK GA could
provide to many—particularly business users.

PROPOSAL 1.1 The remit of the CAA should be revised to include a statement of policy towards UK
GA which provides for access to airspace and airports similar to the model document produced below.

General Aviation Policy Statement

General Aviation is critically important to the nation’s economy and to the national transportation
system. General Aviation plays a crucial role in the flight training for all segments of aviation and provides
unique business, personal and recreational opportunities. It makes vital contributions to activities ranging
from aviation training, to business aviation, to personal aviation operations, to vintage aircraft preservation
and to sport flying including microlight, glider and balloon flights.

Accordingly it is the policy of theCAA tomeet the needs ofGeneral Aviationwhile continuing to improve
its safety record. These goals are neither contradicroty nor seperable. They are best achieved by cooperating
with the aviation community to define mutual concerns and make joint eVorts to accomplish objectives. We
will strive to achieve the goals through voluntary compliance andmethods designed to reduce the regulatory
burden on General Aviation.

The CAA’s General Aviation programs will focus on:

Safety

To protect safety gains and aim for a new threshold.

CAA Services

To provide the General Aviation community with responsive, customer-driven certification, licencing,
and other services.

Product Innovation and Competitiveness

To permit the technology advancement of General Aviation.
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System Access and Capacity

TomaximiseGeneralAviation’s liability to operate in the airspace system andmaintain access to airfields.

AVordability and Sustainability

To allow economic and eYcient General Aviation operations, expansion of participation and permit the
stimulation of industry growth. To secure the sound development of the General Aviation industry.

1.2 The Structure of the CAA appears confused. The split between SRG and ERG is not clearly defined.
For example, in the SRG Charging Review, there was no evidence of the economic skills of the ERG team
being employed. Indeed, the marginal cost pricing preferred by ERG was not adopted, despite most of the
regulatory charges being required for commercial reasons.

1.3 Unlike other nationalised industries there is no eVective regulator of the industry that ensures that
ALL users of the resources—airspace and airfields—receive access at the lowest possible prices. Elsewhere
the regulator ensures that all those companies exploiting the resources for profit attain only a reasonable
return on capital—and do not deter competition from emerging (See section 2.5). In the case of aviation,
however, the CAA appears to have not linked the charging structure to the returns that accrue from the use
of the airspace despite the complaints of users.

1.4 At present the CAA is “Judge and Jury” in many cases, without an adequate (cheap) form of
arbitration. For example, with the SRG charging scheme—some 219 responses were received raising 183
separate issues, in 855 identified comments. The net result was only three minor changes in small charges,
with no subsequent redress short of the High Court.

1.5 The executive and non-executive structure of the CAA appears weak. At an executive level the
Chairman (Sir Roy McNulty) acts as both Chairman and Chief Executive. The board members are often
ex airline or RAF personnel, while the Non-Executive (Part-Time) Boardmembers also fail to represent the
broader user groups of the CAA.

1.6 Most recently, there was also a worrying development when in response to the CAA consultation on
SRG charges there was a suggestion that the structure of the JRT was determined partly on the level of
financial impact of each sector ofUKaviation—regardless of the impact (Section 4.1.2 CAASRGResponse
Document).

1.7 On a similar tack, the lack of an independent Chairperson for oYcial reviews such as the Strategic
Review of General Aviation, suggest that despite a major amount of work there is no guarantee that any
findings or recommendations will be implemented.

PROPOSAL 1.2 The CAA structure should be redefined with ERG responsible for the intellectual
integrity of the CAA methodologies and cost of CAA services with SRG solely responsible for the
regulatory regime.

PROPOSAL 1.3 The CAA regulatory activity should be overseen by an OYce of Air Regulation which
would set the economic parameters for the CAA—such as the “RPI minus” regimes found in other
industries, as well as setting acceptable rates of return for commercial users of the national airspace
resources.

PROPOSAL 1.4 There should be a review of the corporate structure of the CAA board and its internal
review committees to provide more external objectivity.

2. The performance of the CAA in relation to its statutory objectives and functions

2.1 One of the functions identified for the CAA is the provision of assistance and information.While staV
in the statistical departments of the CAA are unerringly helpful it is apparent that there is little information
about the WHOLE of the UK aviation industry, with very little data collected on UKGeneral Aviation. It
is eVectively limited to aerial activity at 60 identified airfields and aircraft and aircrew licensing.

2.2 This lack of economic information is in contrast to the USAwhere there is an FAA survey of General
Aviation. This “General Aviation and Air Taxi Activity (GAATA) Survey.” allows detailed analysis of
numbers and types of aircraft, hours flown, IFR and VFR, regional activity. This ensures that there is a
greater coherence of policy formulation and an ease of economic impact assessment that is not possible with
the limited range of UK data.

2.3 It is also not clear that the CAA has adequately discharged its functions in respect of ensuring that
its own policies fit with national transport policy, especially in its policies of access to airspace and airports.

2.4 The CAA has clearly encouraged airline expansion. In 2004 Commercial Air Transport movements
rose to 2.4 million up 85% from the 1.6 million in 1976. This has been at the expense of GA movements. In
1976 GA movements accounted for some 42% of all recorded activity, this has now fallen to less than 23%
of all movements. Despite this, the CAA chooses to increase costs on the areas that have lower usage rates,
whilst cutting costs for those that are expanding at a non-sustainable rate.



3287501075 Page Type [O] 31-10-06 23:21:42 Pag Table: COENEW PPSysB Unit: PAG5

Transport Committee: Evidence Ev 265

2.5 There is evidence from the last two decades of how the impact of CAA regulation and charging
regimes has encouraged the growth of larger commercial aviation at the expense of smallerAOCswhomight
provide competition for larger airlines on domestic routes.

2.6 For example, commercial aircraft registrations have grown at a rate of 60% in each of the last two
decades, while the smaller commercial aircraft above 5,701kg and less than 50,000kg have seen zero or
negative growth. Despite this, the SRG charging scheme was revised to provide a 50% reduction in large
airline variable charges, saving one large airline over £6 million a year) while smaller AOC charges are set
to double.

2.7 We have already commented that the SRG charging regime changes have brought about significant
comment. Why is CAA giving the airlines a major reduction in costs (boosting potential supply) at a time
when the aviation transport policy is already in trouble due to lack of capacity at major airports? It is also
likely that the changes in the SRG charges will negatively impact many smaller and medium sized airfields
thus limiting future potential expansion.

2.8 There has been a lack of adequate impact assessments for a number of changes that have aVected UK
GA (in fact I cannot recall any having been published for the changes I have been looking at over the last
two years). More importantly, the DFT sponsorship statement goes on to state:

“Regulatory Impact Assessments: All primary and secondary legislation relating to the CAA will
be subject to regulatory impact assessment. The CAA should seek to reduce unnecessary and over-
detailed regulation and ensure that necessary regulation is clear and fair.” DfT Sponsorship
statement (Section 7.4) (bold added)

2.9 The bulk of the responses to the SRG charges from AOC operators and GA pilots clearly felt that
the regulation was neither clear nor fair. It is also interesting to note that when the UK adopted the new
EASA regulatory regimes some 4,000 UK regulations were instantly removed—suggesting that generally
the CAA “over-regulate”—as was implicitly also admitted in the DfT Foreign Registered Aircraft
document:

“In establishing these requirements the CAA, JAA and EASA are obliged to take account of
ICAO SARPs. However, the requirements are more detailed than the ICAO standards and often
impose a higher standard, although occasionally the requirements may be less restrictive than the
ICAO standards.” Paragraph 4.

2.10 It is recognised later in the consultation document that these “higher standards” DO NOT appear
to have resulted in a significantly improved safety record for the UK versus the US, Bermudan or Cayman
registers. This lack of diVerence makes it diYcult to sustain an argument in favour of “more detailed” and
supposedly “higher” standards.

PROPOSAL 2.1 The CAA should introduce a survey of UKGA in order to establish the trends that will
influence policy—similar to that found in the USA.

PROPOSAL 2.2 Economic Impact Assessments and Regulatory Impact Assessments should be carried
out—ex-post by a third party in order to establish whether there has been a systematic bias in favour of
airlines and major airports at the expense of other airspace users—and whether National Transport policy
has been compromised.

PROPOSAL2.2 There should be aREGULATORYAUDIT to see howmany other pieces of regulation
introduced by the CAA are not germane to General Aviation.

3. The eVectiveness and eYciency of the CAA’s regulatory framework and in the general discharge of its duties

3.1 It should be clear already that there are severe doubts about the eVectiveness and eYciency of the
CAA’s regulatory framework as they impact General Aviation.

3.2 This is highlighted by the decline that has been seen in UK PPL issuance, down some 40% since 1997
as the costs and complication of obtaining a full JAR licence have increased. Even with the introduction of
the NPPL (with lower costs and medical requirements) licence issues are 17% down on 1992 levels—while
commercial licences have risen 75% over the same period.

3.3 One of the biggest issues for UK licensing is why only 2% of UK PPLs have an instrument rating
while in the US almost 50% of active PPLs have the increased skills that boost safety as well as giving access
to the airways and A class airspace that an instrument rating allows.

3.4 The regulatory framework may have helped boost commercial aviation activity, but using CAA
airfield movement data it is possible to show that General Aviation movements have fallen by almost 30%
since the mid 1990s, with private aircraft movements down some 45% at those airfields which handled more
than 10,000 movements a year in 1997.

3.5 The lack of a national airfield policymeans that smaller airfields whichmight provide alternatives are
not being protected. The regulatory regime does not protect airspace or access for General Aviation, since
revenue generating passengers (or a multinational business) are the only way to pay for increased en-route
or airfield landing and handling charges.
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3.6 It is possible that the CAA has cooperated with both the airlines and the airport operators in
squeezing GA out of a number of regional airfields. It is apparent that those airfields where GA has been
excluded via increased costs have seen there overall activity rates rise rapidly since 1997 (Stansted!85%,
London City (!76%) Luton!48%).

3.7 It is also far from clear that the CAA has been improving its own eYciency. The SRG report fails to
explain why 6,624 new license issues and renewals requires a section that costs some £8 million, or over
£1,200 per issuance. Indeed, there is no assessment as to whether the size of FCL is appropriate to changing
level of PPL activity.

3.8 The current regime allows airsports groups to self regulate. This could be extended to allow non-
commercial aviation regulation to be devolved to representative bodies.

3.9 The “tax on safety” that means that the CAA pays a 6% charge to HMT should be re-examined. This
was introduced at a time when government bond yields were higher. It is also clear that theUKGovernment
is a major beneficiary from a safety regime for which it now contributes nothing.

PROPOSAL 3.1 There should be an examination of the extent to which there is a policy of excludingGA
from regional airports (and reduce activity levels in surrounding smaller airfields) so as to maximise revenue
generation from airspace and airports.

PROPOSAL 3.2 There should be a national strategy sponsoring smaller airfields.

PROPOSAL 3.3 There should be a National Audit OYce investigation as to the potential for savings
from changed regulatory regimes / devolution of responsibilities to GA or specialist licensing authorities.

PROPOSAL 3.4 The CAA required return should be cut to a more economically sensible figure and the
UKGovernment required to contribute for the benefit they receive from a lack of aviation related disasters.

4. The eVect of growing international and European Union cooperation on the work of the CAA

4.1 The introduction of the JAA and nowEASAhas placed considerable strain onUKGeneral Aviation.

4.2 The fact that EASA removed some 4,000 regulations, with seemingly limited impact on safety,
highlighted that there is scope from integration to align the regulatory regime to a more satisfactory
arrangement.

4.3 The CAA andDfT should explore why 14,500 pilots decided to obtain FAApilots ratings (over 3,000
of whom have commercial ratings) and why almost 1,700 FAAmechanics, service some 828 “N” registered
aircraft (of a total fleet of 1,285 Foreign Registered Aircraft), rather than just trying to ban them.

PROPOSAL 4.1 That the CAA and EASA should as quickly as possible see their regulatory regime
converge on that of the FAA, who have successfully encouraged aviation of all types to grow alongside each
other, without compromising safety for any parties.

15 November 2005

APPENDIX 30

Memorandum submitted by the Royal Meteorological Society

1. Background

The following text contains the Society’s input to the inquiry by the Parliamentary All Party committee
on Transport into the work of the UK Civil Aviation Authority (CAA).

2. The Response

2.1 The Society

The Royal Meteorological Society was founded in 1850 and since that time has been the UK learned
society for meteorology, and closely related sciences. The Society received its Royal Charter in 1866 and is
a registered charity. HRH the Prince of Wales is currently the Patron of the Society.

The Society has an international membership with currently around 3,000 members, who include both
professional and interested enthusiasts. Our mission is the advancement of meteorological and related
sciences and we provide support and advice to a wide range of interested groups and bodies, including
Government.

In delivering this mission, the Society has a very wide portfolio of activities which include:

— An Education programme supporting primary and secondary schools both in the UK and
overseas. The Society also runs a popular on-line schools forum for making weather observations
and exchanging weather information across the globe (MetLink International, http://
www.metlink.org/index.php).
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— An Accreditation programme that awards chartered status (Chartered Meteorologist,
CMet),endorses courses on meteorology and related subjects and administers, on behalf of the
Sector, National Vocational Qualifications NVQ/SVQs level 3 and 4.

— An activeMeetings and conferences programme on topics of current scientific and popular interest
within its disciplines. This programme ranges from detailed and advanced research material to the
popular understanding of science and regularly includes jointmeetings with other learned societies
and organisations.

— The funding of full time MSc scholarships in meteorology and part-time undergraduate vacation
employment in the subject.

— The award of prizes for academic excellence.

— Funding of grants to (mainly young) scientists to attend meetings and conferences and to
undertake small research projects (often these are school projects for which no other funding
sources are available).

— An internationally recognised Publications portfolio that serves the academics, applied
meteorology/climatology professionals, and weather enthusiasts. Like many learned societies, the
Royal Meteorological Society relies heavily on the income from its publications (some 65% of
Society revenue) to fund this wide range of charitable works.

Further information on the Society can be found at http://www.rmets.org.

2.2 Meteorological responsibilities of the CAA

The CAA is theMeteorological Authority for Civil Aviation in theUKbut has historically obtainedmost
if not all of its operational meteorological support and services under contract from the UKMet OYce. It
has also in the past sought advice and guidance on specific areas such as instrumentation and observations
from relevant parts of industry. It has not, however, sought independent advice or guidance, at least in recent
years, on meteorological issues from or through the Royal Meteorological Society. This is slightly strange
since the Society represents the whole range of meteorological science and the profession, including the
academic and the growing private sector service providers.

2.3 Regulation of the Meteorological Profession

The profession of meteorology within the UK is not regulated in any way. It is possible for any person
without any training or qualifications to set up as a meteorological service provider and to deliver what
appear at first sight to be well founded and appropriate services (including weather forecasts) to any
customer. The advent of the internet as a simple, fast and attractive delivery mechanism accessible from any
point of origin and by any point of delivery facilitates this market. In many cases, this may be of little
consequence, the principle of caveat emptor being suYcient. But in safety related areas such as aviation,
particularly General Aviation, there is a clear danger that such a market could lead to serious consequences
including, even, life threatening consequences.

Notwithstanding this lack of formal regulation, the Royal Meteorological Society is designated by
Government21, 22, 23 as the Regulating Authority for the profession because, under the provisions of our
Royal Charter, we own and administer the professional qualification of Chartered Meteorologist (CMet).
We also administer on behalf of the Sector, the NVQ 4 in weather forecasting and NVQ 3 in weather
observing and their SVQ equivalents. All of these qualifications are formally recognised throughout the EU.
However, it is nowhere required that those providing meteorological services to aviation should
demonstrate knowledge, skill or competence through the attainment of any of these qualifications.

2.4 Single European Skies

We understand that under the EC Single European Skies legislation, it will be necessary in future for the
national Civil Aviation Authority to certify providers of meteorological services before those providers will
be permitted to deliver products to aviation users within Authority’s national jurisdiction. It is not yet clear
to us whether this certification will be applied to all civil aviation activities or to subsets of the market,
perhaps delineated in terms of operating scale.

The CAA has not yet announced how, where certification is required, suitability for it will be assessed.
However, we understand that self assessment by meteorological service providers will not be permitted
under the EC Directives. It would therefore seem both wise and eYcient for the attainment of the existing,

21 Statutory Instrument 2002 No 2934 Professional Qualifications (implementation of 92/51/EEC).
22 Statutory Instrument 2005 No 18 Professional Qualifications (implementation 89/48/EEC).
23 DfES Consultation for Implementation of 2005/36/EC.
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EU-recognized professional qualifications of CMet and N/SVQ to be a requirement, at appropriate levels
within the production process, for the certification of those who desire to deliver meteorological services and
products to any part of the civil aviation sector.

Because of the otherwise complete lack of regulation in the industry, there is a case, in our view, for this
qualification requirement to become mandatory for meteorological product and service suppliers to the
aviation sector whether or not the particular operating circumstances fall within the formal requirements
for certification under the SES rules.

2.5 Closing Comments

In a safety related activity such as the provision of meteorological forecasts and other products to civil
aviation, it appears anomalous that there is no requirement for providers of such forecasts and products to
provide independent evidence of their professional competence to produce them.

Given that some form of regulation should be required, we submit that it would be the most eVective and
eYcient use of national resources for the CAA to utilize the existing, independently established, maintained
and managed professional qualifications, adapted if necessary to the specific purpose, rather than
establishing any alternative structure under a registration authority that does not currently operate within
the profession.

November 2005

APPENDIX 31

Memorandum submitted by Cabair Holdings Limited

The Cabair Group is the largest privately owned FTO and aviation related business in the United
Kingdom employing some 250 people and we would refer you to www.cabair.com for further information.

Please find enclosed letter written to the CAA following receipt of the proposed “new bias” of charges
following the JRT. Whilst the enclosure is a mixture of inputs I believe its message is valid to bring to the
attention of the committee.24

Our company has traded in the General Aviation market sector for over 35 years and is seeing it become
increasingly non-competitive for a number of reasons which stem from apparent “policies”.

The main causes are:

1. Unnecessary costs without substance.

2. Over and unnecessary regulations.

3. Lack of clear policy.

4. No support for the industry versus overseas options ie a level playing field it is not.

and the results:

1. Declining UK jobs.

2. A contracting industry.

3. “Unfair” overseas competition.

4. Continual management time commitments to negative results.

5. Relocation of an increasing part of our activity overseas.

Clearly the CAA cannot be responsible for all the above issues but “they” are seen as a part of an overall
system that is overseeing the destruction of a once proud industry. The eVects do range from recreational
aviation through professional flight training, manufacturing (or the lack of) to corporate aviation.

With this unique opportunity of a transport committee review we would urge Parliament to take the lead
by insisting that the following three objectives are targeted.

1. Positive support model to be created to encompass all facets of the industry.

2. Review of the CAA to include an end to discriminatory policies, a proper “needs analysis” and
justification of charges including where necessary the use of external resources to provide services
not influencing safety.

3. The creation of an arbitration body to allow speedy and eVective policy guidance and/ormediation
in key areas of the industry.

14 November 2005

24 Not printed.



3287501078 Page Type [O] 31-10-06 23:21:42 Pag Table: COENEW PPSysB Unit: PAG5

Transport Committee: Evidence Ev 269

APPENDIX 32

Memorandum submitted by ABTA

ABTA welcomes the opportunity to contribute to the inquiry into the remit and work of the CAA.

ABTA is a trade body representing travel agents and tour operators who sell travel arrangements to
consumers in the UK. ABTA is also an Approved Body for the purposes of Regulation 18 of the Package
Travel, Package Holidays and Package Tours Regulations 1992 (“PTRs”). ABTA also currently maintains
a voluntary bonding regime in respect of the business of its members that is not required to be bonded under
the PTRs or the Civil Aviation (Air Travel Organisers’ Licensing) Regulations 1995 (“ATOL Regs”).

ABTA’s involvement with and interest in the CAA arises out of the work of the CAA’s Consumer
Protection Group which is responsible for the management of the Air Travel Organisers’ Licensing
(ATOL) scheme.

The ATOL scheme provides the framework for the provision of consumer financial protection in the sale
of air tickets. Whilst the scheme covers the sale of air tickets both as single items and as part of a package
holiday, it does not protect consumers against the failure of an airline where the tickets are sold by the
airlines themselves or where the tickets were sold by a travel agent and issued immediately.

The ATOL scheme has worked eVectively to ensure that passengers are repatriated following the failure
of an ATOL holding tour operator. The CAA has developed an expertise in managing failure situations by
arranging return flights using the monies available under the bonding regime. The CAA has also established
sensible licensing criteria and carries out that function eVectively and eYciently.

ABTA is concerned that the financial protection mechanisms of the ATOL scheme (the bonding and
consumer claims process) contribute to the overly complex and unnecessarily bureaucratic system of
financial protection that exists in the UK travel industry. ABTA believes that this prevents the CAA from
properly carrying out its statutory objectives and functions.

The Committee is already aware of the general reduction in the numbers of consumers protected under
the existing schemes due to changes in consumers’ buying patterns which have aVected the industry.

Complexity of Financial Protection in the UK Travel Industry

For the purposes of illustration we focus on the profile of the travel industry as reflected by those
companies that are members of ABTA.

At present ABTA has 1,702 companies in membership who are required to provide financial protection
in the following ways:

1. Statutory requirements—package holidays

1. 844 Members are organisers for the purposes of the PTRs and provide bonding in order to comply
with Regulation 16 of those Regulations.

2. This bonding will be held by the CAA in respect of those package holidays that include flights and fall
within the scope of the ATOL Regs (“licensable packages”).

3. In respect of those packages that do not include flights and do not fall within the scope of the ATOL
Regs (“non-licensable packages”), bonding is held by ABTA or by the other bodies that are Approved
Bodies for the purposes of Regulations 17 or 18 of the PTRs.

4. 365 members provide bonding for all of their package holiday business to the CAA.

5. 105 Members provide bonding for all of their package holiday business to ABTA or another
Approved Body.

6. 374 members provide bonding to both the CAA and ABTA or another Approved Body in respect of
their package holiday business.

2. Statutory requirements—flight accommodation

1. Members will also be licence holders for the purposes of the ATOLRegs selling flight accommodation
that does not form part of a package holiday.

2. Those Members provide bonding or undertakings from air carriers (see below) to the CAA in respect
of that part of their business.
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3. Non-Statutory bonding—principal business

1. Members will also sell non-flight travel arrangements that do not constitute packages for the purposes
of the PTRs as principal and provide bonding to ABTA in respect of this part of their business.

4. Non-Statutory bonding—retail business

1. 1,393 Members sell travel arrangements as agent for other company principals and provide bonding
to ABTA in respect of this part of their business. Many of these companies will also be acting as agents for
ATOL Holders and ticket providers for the purposes of the ATOL Regs.

Even when considering only the statutory requirements, it is clear that companies trading in the travel
sector, or contemplating trading in the travel sector, are faced with diVerent, complex and varied
requirements from diVerent bodies with no obvious or logical reason for the diVerentiation.

Bonding and its Alternatives

At present, the two statutory regimes provide for four diVerentmethods of providing financial protection.
These methods are not always interchangeable.

The PTRs require financial protection to be provided. Under the PTRs this can be provided by way of
bonding, the holding of monies in a trust account (although no specific rules as to how this should operate
or who should be the trustees), or the provision of a policy of insurance.

Likewise, under the ATOL Regs, financial protection may be provided by way of bonding, the holding
of monies in a trust account, and the provision of undertakings given by air carriers to the CAA to
underwrite the costs of air accommodation booked with those air carriers.

It must be noted that the protection of monies in a trust account for the purposes of the PTRs would not
necessarily satisfy the trust account requirements or other protection requirements of the ATOL
Regulations, and the protection of monies by way of insurance would not satisfy the protection
requirements of the ATOL Regulations.

Likewise, the provision of undertakings by air carriers for the purposes of the ATOL Regs would not
satisfy the financial protection requirements of the PTRs.

As an Approved Body, ABTA requires its members to provide financial protection by way of bonding
and does not accept the operation of a trust account or insurance as alternatives.

Once again, it is clear that there is a multiplicity of schemes for the provision of financial protection which
are not necessarily compatible with the range of business activity that one company might be engaged in.
This may result in a company providing a bond to ABTA in respect of its non-licensable package business,
operating a trust account authorised by CAA in respect of its licensable package business, and an
undertaking from an air carrier in respect of that part of its flight only business that is within the scope of
the ATOL Regs (no protection is necessary in respect of sales of air tickets where a ticket is issued
immediately, even if the air carrier fails financially).

Whilst it might be argued that having a range of options as to the means of provision of financial
protection is beneficial there is often not a genuine choice between them and an individual business will be
restricted to one method.

A company having a weak balance sheet may be unable to obtain bonding as the bond market may not
be prepared to adopt the risk. Likewise insurers may not oVer cover to customers of such companies.

Where that is the case, the business is unlikely to be able to operate a trust account approved by the CAA
under the ATOL Scheme and would be unlikely to find air carriers that would be prepared to provide
undertakings to the CAA in respect of its business.

Large companies, even if demonstrably sound, may be unable to find an insurer able to provide adequate
cover for the size of its business.

The impact of the operation of a trust account on any company’s cash flowmakes it an unattractive option
for any business that is in a position to provide the necessary protection by other means.

Therefore, having a range of alternative schemes of protection is distracting and confusing for both
businesses and their consumers.

In practice bonding is used by most companies, certainly for the ATOL Regs in respect of which definite
figures are available, and probably for the PTRs although no figures are kept of organisers operating outside
the framework of the Approved Bodies.
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One Financial Protection Body

1. Package travel

The two statutory regimes, PTRs and ATOL Regs, are inextricably linked together both as a matter of
law (Reg 16(2)(b) PTRs) and as a matter of practice—an organiser selling flight based package holidays for
the purposes of the PTRs must hold an ATOL for the purposes of the ATOL Regs.

The CAA, by virtue of the ATOLRegs are the financial protection body for most of the package holidays
sold in the UK, and are responsible to DfT.

The other methods of providing financial protection under the PTRs are therefore only providing that
protection for a minority of the package holidays sold. This has lead, however, to the operation of five
Approved Bodies and an unknown number of trust accounts and insurance policies. These methods of
protection are the responsibility of DTI.

There is therefore an obvious logic to bringing the whole of the financial protection regime of the PTRs
under one body and one government department. As the CAA currently provides the financial protection
arrangements for nearly all the package holidays currently sold it might make sense for mechanisms
currently operating within the CAA to be the mechanism that is used to bring all PTR protection under the
auspices of one body.

It is understood that there is some resistance or obstacle to the CAA doing this in respect of non-flight
packages. Whether this is a real concern is unclear.

Whatever the case, ABTA believes that the financial protection mechanisms should be operated by one
organisation reporting to one government department.

2. Flight only

At present, the ATOLRegs and the CAA provide the financial protection mechanisms in respect of some
sales of flight only arrangements. Itmay beworth consideringwhether this part of the travel business justifies
specific financial protection.

There is no European obligation on the UK to provide this protection.

The current protection excludes the sale of flight only arrangements by airlines, meaning that the
protection oVered is unclear to consumers and is, in any event, diminishing due to the purchasing habits of
those consumers.

If the CAA (or some other body operating the mechanisms currently employed by the CAA) were to
relinquish the existing responsibility for the financial protection of flight only arrangements, themechanisms
could easily be adapted to take on that role in respect of non-licensable package holidays.

Replacing Bonding

The provision of bonds to the CAA under the ATOL Regs and the PTRs and to the Approved Bodies
under the PTRs is a considerable cost to the industry.

This may act as a barrier to entry due to the costs and other financial requirements placed on members
seeking bonds. This might be seen as a benefit in that it makes it more diYcult for companies with weak
balance sheets to enter the industry.

However, if it is a stated aim of Parliament to prevent such companies from entering themarket then such
procedures should be established under the statutory regimes and not left to the vagaries of the bond
obligor market.

This might require additional surveillance by the body responsible but it would have the benefit of being
based on transparent criteria and subject to proper scrutiny and control.

In place of bonding, ABTA would wish to see a financial protection regime based on a compulsory levy
to be payable by consumers in the form recommended by the CAA to government earlier this year. ABTA
would like to see this extended to provide protection regardless of the type of travel services booked, the
nature of the business concerned or whether the travel services constitute a package or not.

Discharge of Statutory Objectives and Functions

We comment above that the CAA’s proper discharge of its statutory objectives and functions can be
aVected by the complexity and bureaucracy involved in the current protection regimes in the industry. Our
concerns in this regard are twofold, centring firstly on the documentary requirements placed on both
businesses and consumers under theATOL scheme, and secondly on the gaps in the protection regimewhere
no ATOL is held even though it is required for the type of business conducted.
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1. Documentary requirements

The ATOL Regs require businesses trading in the sale of flight accommodation to produce to the
consumer specific documentation depending on the capacity in which the business is conducting the sale.

Where a business does not comply with these documentary requirements the business might be acting in
breach of the ATOL Regs, and thus subject to criminal sanction, and the consumer may not have the
protection that should be aVorded by the ATOL Regs and the PTRs.

The CAA acts as if it considers that it is able to reject claims from consumers for a refund of monies paid
for flight accommodation where the consumer has not been provided with, or is unable to produce,
documentation which accords with the requirements of the ATOL Regs. This stance, over a simple
deficiency in the consumer documentation is taken despite the fact that the business actually holds anATOL
and is clearly conducting ATOL business.

We would query whether such a response is appropriate bearing in mind the obligations placed on the
government by virtue of the Directive on Package Travel, Package Holidays and Package Tours 1990 (see
also Dillenkofer ECJ Case C-178/94).

We would also query whether such a response is appropriate bearing in mind the aim, stated by the
CAA, that

“ATOL protects you from losing money or being stranded abroad when a tour operator goes out
of business. All licensed firms have to lodge bonds with the CAA so that if they go out of business,
the CAA can give refunds to people who can’t travel and arrange for people abroad to finish their
holidays and fly home.

ATOL protection is included in the price of a holiday booked with an ATOL holder, and there’s
a Government-backed fund called the Air Travel Trust that steps in if any ATOL bond isn’t
enough to look after everyone aVected by a failure.” (CAA website)

2. Protection where no ATOL held

Our concerns go further in that, as stated by the CAA, the ATOL scheme will only provide protection
where the business that fails is an ATOL holder. It does not provide protection where the business that fails
should have been an ATOL holder because it was conducting licensable business.

Again, this raises the question of the eVective implementation of the Directive on Package Travel.

It also raises concerns about the eVectiveness of the CAA’s enforcement action against businesses who
are trading in the sale of flight accommodation in breach of the ATOL Regs. ABTA is concerned that the
CAA does not have the resources necessary to eVectively police this.

Of course, due to the voluntary protection schemes operated by ABTA and others in the industry, this
restriction of protection dependant upon proper licensing and documentation (both of which are entirely
outside the control or knowledge of the consumer) has not lead to significant consumer detriment as the
voluntary schemes have operated to provide protection following the failure of the relevant member
businesses. However, the underlying concern remains that the present operation and enforcement of the
ATOL Regs by the CAA does not provide the protection that is expected or required and that the
implementation of the Directive on Package Travel is defective.

The voluntary nature of the other schemes in the travel industry means that these gaps in protection may
not be covered in future.

Summary

1. ABTA would like to see the financial protection regime required by the PTD sited in one body.

2. ABTA believes that a financial protection regime should be established based on a compulsory levy
to be payable by consumers regardless of the type of travel services booked, the nature of the
business concerned or whether the travel services constitute a package or not.

3. ABTA considers that the operation of the ATOL scheme by the CAA is overly dependent upon
complex documentary formalities to the detriment, or potential detriment, of business and
consumers and potentially in breach of the UK’s obligations under the PTD.

4. ABTA would like to see a more vigorous enforcement culture operated by the CAA under the
ATOL Regs.

18 November 2005
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APPENDIX 33

Memorandum submitted by the Independent Airport Park and Ride Association

1. Introduction

The Independent Airport Park and Ride Association (IAPRA) is pleased to submit evidence to the
Transport Select Committee’s inquiry into the work of the Civil Aviation Authority (CAA).

IAPRA is the trade association which represents the UK’s independent oV-airport car parking industry.
Our membership includes all of the major operators in this sector and our combined 45,000 car parking
spaces serve passengers travelling to and from airports throughout the UK. IAPRA’s aim is to ensure that
the role of the industry is fully understood and properly reflected in the development plans for UK airports
and their associated surface access strategies and, more broadly, that our voice is heard in policy debates
on issues of importance to our members.

2. Background

The demand for air travel is growing at unprecedented rates. Additional capacity is required not only at
the principal London airports but at regional airports across Britain. As many travellers will continue to
arrive at and depart from airports by private car, the provision of additional long and short-term parking
spaces is an essential component of the additional infrastructure that is required to meet this growing
demand.

Individuals travel to airports by car for a variety of diVerent reasons and fall into four key categories,
namely:

— workplace parking;

— “kiss and fly”/taxi;

— business travellers; and

— long term park and ride.

As we seek to demonstrate in this paper, park and ride is an important element in the mix of options that
car travellers have and, for a variety of reasons, this option makes an important and beneficial contribution
both to the environmental impact of car travel as well as to addressing issues of social exclusion. But there
is a lack of understanding about the role that long-term customer parking can play, and IAPRA believes
that the issues involved need to be more fully understood by policy makers at local and national level, and,
in this instance, by the CAA as the industry’s economic regulator.

3. The Issues

IAPRA fully supports the government’s objectives to increase the proportion of travel to airportsmade by
public transport. However, the car is always likely to remain the preferred method of travel for a significant
proportion of travellers, while for many, public transport is not always a viable means of transport. Indeed,
from surveys and conversations with our customers, it is clear that public transport simply is not an option
for a large number of travellers.

In environmental terms, after public transport we believe that travelling to airports by private car and
parking in oV-site long term car parks should be the preferred choice—and facilitated as such by public
policy.

The second biggest contributor to car movements at airports after workplace parking is “kiss and fly”—
where passengers are dropped oV and picked up at airports by friends or relatives—and taxis. These together
account for one third of all car movements around airports. Kiss and fly journeys involve two round trips
to drop oV and pick up and often create severe congestion outside terminal buildings. The same applies to
taxi and minicab journeys.

In addition to the severe congestion that can be caused by kiss and fly, these journeys also raise important
environmental considerations since they involve four journeys to and from airports. For taxis, all airports
award exclusive licenses to certain taxi companies and only these companies are allowed to tout for business
at those airports; other taxi companies bringing passengers to airports are forced to return empty.

In contrast, a family travelling to an airport and parking in an oV-airport long-term car park only makes
a single trip to an airport and away from an airport, half the number of car journeys made by taxis or kiss
and fly. Furthermore, the long term park and ride option carries passengers to airport terminal buildings in
significantly larger groups than do taxis and kiss and fly, or indeed private cars using short stay car parks.

While IAPRA fully supports the government’s policy objective to encourage people to travel to airports
by public transport as much as possible, for a significant proportion of travellers this is not an option. Public
transport works best when it matches passengers’ need for point to point travel. An analysis of the customer
bases of IAPRA members’ operations at a range of UK airports indicates that the geographical spread of
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passengers’ town of origin is extremely wide in each case. Inmany of these cases, people would have to travel
a long way from their homes to catch a train or bus. Clearly, it will never be feasible to provide public
transport for everybody’s needs.

In addition, the bulk of public transport closes down at night and is simply not an option for people
arriving or departing from airports during the late night to early morning period. Indeed, around 20% of
travellers who use IAPRA car parking facilities do so betweenmidnight and 6.00 am. Furthermore, the cost
of public transport is often too high, particularly for families or where large numbers of passengers are
travelling together, and for larger groups travelling with baggage, public transport is often an impractical
option.

For these reasons, there will therefore always be a demand for car parking facilities for air travellers, and
in order to ease congestion and pollution levels at airports it is important to ensure an adequate provision
of oV-airport car parks. The park and ride facilities provided by IAPRA members therefore represent an
important element in the overall infrastructure provision for airports, and the potential for oV-airport park
and ride operators to make a sustained contribution to reducing road congestion and pollution needs to be
more clearly recognised by policy makers at both local and national level.

Indeed, IAPRAbelieves that oV-airport park and ride should be considered on a parwith public transport
as a method of transit to airports. It has the real potential, if harnessed and encouraged appropriately by
policy makers, to make a significant impact on reducing the number of taxi and kiss and fly car movements
at airport terminals.

In order for IAPRA members to provide a viable service to travellers it is important that their access to
airport and terminal facilities is not restricted and is provided on a non discriminatory basis. IAPRAaccepts
that an airport is entitled to make charges in respect of these facilities but believes that the level of charge
should be based on a cost recovery plus fair profit basis. However, airport operators are clearly in a
monopoly or quasimonopoly position and can use their position and bye-lawpowers to either seek to charge
excessive fees for the use of facilities or can provide them some distance from a terminal, thus making their
own on- or oV-airport parking facilities more attractive.

By way of example, at Prestwick airport the airport operator has gone so far as to attempt to refuse access
to the airport to one IAPRAmember arguing that only the airport’s own shuttle buses can drop passengers
at the terminal buildings, leaving third party operators to deposit and pick up passengers on the busy A77
outside the airport boundary. This is of particular concern to IAPRA, not only from a competition
perspective but also because the airport has in recent years benefited from publicly-funded improvements
to its coach and bus facilities. Denying access to our member and its customers will, in eVect, limit the ability
of those people who helped pay for the improvements through taxation to benefit from them.

Furthermore, at the time of the Aviation White Paper IAPRA expressed concern that the expansion of
airport facilities, including car parking provision, appeared to be predicated on a preference for an excessive
acquisition of land and associated expansion of airport boundaries, rather than relying on a proper mix of
on and oV-airport provision of facilities. So far as parking is concerned, IAPRA believes this could result in
a lack of consumer choice, higher parking prices and an anti-competitive position being adopted by airport
authorities.

When the capacity of any airport is increased, concerns will arise if the proportion of the airport
operator’s business carried out within the airport boundary unduly increases resulting in the operators
enjoying a more dominant position in relation to competing oV-airport businesses. DiVerent findings from
inquiries carried out by the CAA, the Monopolies and Mergers Commission and latterly the Competition
Commission all showed that airport operators have the potential to abuse their dominant market position
in relation to their dealings with third parties.

IAPRA believes that any expansion of an airport boundary should only be for the purposes of those
aviation operations that have to be on airport owned land and does not need to include land side ancillary
operations such as car parking, hotel and airport related oYces and airline catering facilities.

4. Conclusion

The issues raised in this submission are, in IAPRA’s view, important public policy matters. But they are
too often little understood and do not appear to play any significant part in airport policy more generally.
We fully understand that other issues, such as runway capacity, international negotiations, aircraft noise,
ATOL, security and so forth have been and always will be dominant policy issues for the aviation industry
and policy makers. But given the growing concerns over the environmental impact of airports, including
traYc congestion in and around airports, IAPRA believes that the issue of oV-airport parking and how this
is managed by policy makers and individual airports, is an increasingly important matter and we hope that
this inquiry can be used as a way in which debate on the issues raised in this submission can be given more
serious attention.

21 November 2005
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APPENDIX 34

Memorandum submitted by R E J Dawson and M L Burlyn

Introduction

In response to the Transport Committee’s inquiry into the remit and work of the UK Civil Aviation
Authority (CAA), as civilian air traYc control oYcers we should like to oVer the following submission
concerning the areas to be examined by the Committee.

We wish to stress that our comments are a personal view arising from a combined total of over 65 years
of working in the UK air traYc services industry and should not be taken as representing the view(s) of any
employer or other organisation with which we may be associated.

Our comments are necessarily, confined to those areas in which we believe we have the requisite
knowledge to enable objective comment to be made and are therefore, largely reference matters relating to
air traYc services (ATS).

1. The Remit, Structure, and Powers of the CAA

We believe that the remit of the CAA, in particular its combined responsibilities of economic regulation,
airspace regulation and safety regulation whilst originally complimentary, are now mutually incompatible.

1.1 Economic and Safety Regulation

Whilst the original Edwards Committee concept for the CAA may have been generally speaking,
appropriate in the early 1970s prior to ATS providers’ privatisation and semi-privatisation, we believe that
it is now inappropriate for the CAA to play a combined role of economic regulator and safety regulator since
these are not necessarily, fully compatible.Wewould draw attention to the recent CAA“firm” proposals for
the National Air TraYc Services (NATS) Charging Period 2 (CP2) covering the period 2006–10 to modify
the price control conditions for the regulation of NATS’ en-route business for this period of next five years.

Some respondents expressed concern about the possible eVect of the CAA’s proposed service quality
incentive on safety but the CAA’s response (broadly in line with NATS and the responding airlines) was
that it is satisfied that there will not be any compromise to the maintenance of high levels of safety and that
in its view, the proposed financial incentive will “encourage” NATS to provide staV and other resources at
peak times or to alleviate particular bottlenecks. We would question the basis for the CAA’s conclusions
given that presumably it consulted internally with its Safety Regulation Group and did not utilise any
independent “outside” specialist risk-assessment organisation to undertake an in-depth hazard analysis of
this particular safety issue.

We are also aware of the proposals arising from the recent CAA review of ATS Outside Controlled
Airspace (ATSOCAS) and the suggestion thatNATS should be required to provideRadar Advisory Service
(RAS) on-demand. This despite the Lower Airspace Radar Service (LARS) element of ATSOCAS—
currently funded by way of a rebate of Eurocontrol Navigation Charges totalling £1.6 million annually—
which according to the UK Department for Transport would cost around £7 million to provide.

1.2 Airspace and Safety Regulation

The part-privatisation of NATS, because of the possibility of a conflict of interest, quite properly in our
view, required the responsibility for airspace regulation (as opposed to airspace management) to be
transferred away from NATS to the CAA where it now sits. However, we are aware of conflicts of interest
now arising within the CAA itself whereby the ATS inspectorate has on at least one occasion during the last
18 months recommended to an airport situated outside the formal controlled airspace structure that it
should apply for controlled airspace in order to aVord greater protection for the public transport flights
operating at that airport, yet the CAA’s Directorate of Airspace Policy (operating in line with directives
from the DfT) indicated that the airport in question did not qualify for such airspace because of the level
of flight activity at the time.

Please see our additional comments in Section 3.

1.3 Provision of Adequate Resources

We believe that the current arrangement for funding the CAA whereby it is wholly funded by the civil
aviation industry is increasingly unviable at a time when there is continuous and mounting pressure on
industry and therefore, the CAA, to reduce operating costs. We consider it inappropriate that the industry
safety regulator should be subjected to such intense cost cutting pressures at a time when arguably—because
of the exponential rise in flights (expected to increase by around 3.6% annually until at least 2008)—it should
be in a position to increase its monitoring activities and safety oversight functions.
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These financial imperatives have also made it increasingly diYcult for the CAA in both its safety
regulatory and airspace regulatory divisions to recruit and retain adequate numbers of appropriately
experienced and skilled air traYc controller staV. Whilst previously, the CAA was able to rely on the
secondment of such staV from NATS, such an arrangement is now inappropriate given NATS’ status and
the European requirement to separate service provision from regulation; therefore, this source of expertise
is now unavailable. Retirements and resignations have exacerbated the CAA’s staYng situation, which has
also led to a lack of transparency to outside organisations as to the identity and contact availability of some
individual post holders.

The result—particularly within the Directorate of Airspace Policy—has been that an increasing number
of former military air traYc control staV have been employed in key positions and roles. Whilst such staV
are unquestionably highly skilled and have extensive experience in their military air traYc services field, they
are naturally, lacking in experience with regard to civil air traYc services and particularly civil ATS
provision which now in the UK, is delivered predominately on a commercially-orientated basis with the
attendant pressures and drivers.

2. The Performance of the CAA in Relation to its Statutory Objectives and Functions

2.1 At the 1999 Maastricht ATC Conference the CAA’s previous Chairman, Sir Malcolm Field stated
that the previous “laissez-faire” attitude of ATS safety regulation would be changed and that he expected
the CAA to become the champion of the travelling public, commenting that “. . . the days of the cosy world
of self regulation are numbered.”

We believe that this ethos is evenmore important as external commercial pressures both on and fromATS
providers are nowadays, becoming more prevalent.

2.2 The movement towards a more “lighter touch” as emphasised in the new proposed Government Bill
for “Better Regulation,” could we believe, inadvertently lead to an increased risk for the safety of the
travelling public which we consider unacceptable.

It is therefore, essential that safety-critical areas of regulation are not subjected to cost cutting with the
result that the CAA abdicates its responsibilities to the service providers.

3. The Effectiveness and Efficiency of the CAA’s Regulatory Framework

The eVectiveness and eYciency is directly related to the CAA’s ability to recruit staV having the highest
credentials and credibility within the industry.

In 1999, the Transport Committee identified the need for the CAA to obtain the best quality of applicant
for vacancies from as large a number of applicants as possible. However, little appears to have changed,
with the resulting unfilled positions requiring remaining staV to carry an ever-increasing workload.

This situation is unacceptable and if the CAA is to retain its position as a “centre of excellence” oVering
“blue-chip” experience and expertise, remedial action is required as a matter of urgency.

4. The Effectiveness and Efficiency of the CAA in the General Discharge of its Duties

4.1 Airspace and Safety Regulation

Whilst we do not wish to pre-judge the outcome of the recent review of ATSOCAS, we believe that the
CAA’s safety-related assumptions and judgements in respect of public transport flights operating outside
controlled airspace are fundamentally flawed.

The position taken by the CAA is that LARS and specifically RAS provides the necessary Target Level
of Safety (TLS) to all flights, including public transport flights, operating outside theUK controlled airspace
structure. However, the CAA to-date, has repeatedly failed to state what TLS it considers acceptable or
appropriate for such flights and we therefore, question how the CAA canmake any judgement in this regard
without comparing quantitive and qualitative data against a predetermined benchmark. The CAA should
identify through its own Safety Management System (SMS) process what level is acceptable.

We would draw attention to the TLS previously sought by NATS in respect of safety significant events
of 1'100,000 flights and would question whether this might be considered an appropriate benchmark by
the CAA.

4.2 Safety Oversight

The eVective safety regulation of ATS providers being undertaken by the CAA being of a “non-
prescriptive” nature accords with the pan-European move towards SMS with ATS providers then taking
responsibility for their own quality and safety management processes which can be audited by the safety
regulator. Whilst this arrangement is entirely adequate for a large well-organised ATS provider such as
NATS which has the necessary levels of appropriately skilled and qualified staV and a well-developed,
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eVective SMS, we questionwhether theCAA’s policy is likely to provewholly eVective in respect of themany
smaller ATS providers operating within the UK who may lack the necessary skills and resources to
undertake this level of self-regulation. In our judgement, this is a particular diYculty for theUK in that other
states participating in the Single European Sky initiative do not have amultitude of private and semi-private
ATS providers delivering civil ATS, such as the case in theUK.Wewould questionwhat areas in this regard,
the CAA’s own SMS process identified as being of concern.

In our view, this situation combined with the need to provide adequate resources (as referenced in
paragraph 2.3) presents a major challenge for the CAA and risks creating a situation not dissimilar to that
which obtained within Railtrack prior to that company’s demise.

5. The Effect of Growing International and European Union Cooperation on the Work of

the CAA

The main eVect is the degree of uncertainty that the newly formed European Aviation Safety Agency
(EASA) will have on both the standards currently in place in the UK and the eVect of location changes for
existing staV.

As EASA will be given the power to impose standards European-wide we believe it is essential that this
common standard does not “dumb down” the current standards, which the CAA has established in the UK
and it is essential that the CAA’s role and responsibility as a National Supervising Authority is clearly
defined both now and in the future.

It is equally essential that the CAAdemonstrates to EASA through its ownQuality Assurance System and
SMS processes, the necessity to maintain the highest possible standards of safety for the travelling public.

6. Conclusion

In respect of the UK air traYc services industry, we believe that the structure and role of the CAA as
envisaged by the Edwards Committee has failed to keep pace with the changes that have taken place within
that industry.

In consequence, we feel that the following changes should be implemented in order to ensure that theCAA
is enabled to maintain its role of industry safety regulator acting primarily on behalf of the travelling public
and fulfilling the concept outlined by its previous Chairman, Sir Malcolm Field.

— Remove all economic regulatory functions of the CAA and place these within a separate
Government department.

— Modify the funding arrangements for the CAAwhereby it is in part, funded from general taxation
and so is enabled to (a) recruit adequate numbers of appropriately-qualified civil air traYc
controllers who have the necessary civil ATS experience and (b) provide the necessary level of
safety oversight pro-activity, where this is deemed appropriate.

— Require the CAA to change its priorities in respect of airspace regulation whereby it is directed to
consider primarily, safety issues followed by equitability of access issues.

— Direct the CAA to publish a Target Level of Safety for public transport flights operating outside
controlled airspace together with methodology to measure the operating safety of such flights.

— Transfer from the CAA, responsibility for consideration of environmental issues relating to
airspace management, to a separate Government department.

— Ensure that all CAA senior management post-holders have the relevant civil industry experience
for the departments they are required to manage.

We would be pleased to elaborate on our submission by giving oral evidence to the Transport Committee
if desired.

November 2005

APPENDIX 35

Memorandum submitted by the Competition Commission

The Committee will be familiar with the legal structure underpinning the economic regulation of the three
London and one Manchester airports. Put simply, the CAA proposes a price control which is normally
intended to last five years, the Competition Commission (“the CC”) reviews and comments on the proposal,
and the CAA makes the final decision. The Committee will have seen our most recent reports which were
published in 2002, and we expect to be asked to look at the London airports about a year from now, and
Manchester a year after that. The Committee will no doubt understand that it would be improper for me,
or indeed anyone else at the CC, to seek to add to, or comment on, or pre-empt, what is or might be said
in our formal reports.
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It is of course interesting to compare this system with the way in which the major utilities are price
controlled. It is noticeable, for instance, that the CAA, the expert body with detailed knowledge of the
industry, takes the final decision—and this is not the case, in other industries, or at least it is not the case if
the industry appeals their regulator’s decision. But the aviation industry does (uniquely) need to argue its
case in front of two regulatory/competition bodies, and this imposes costs on the industry which some—but
not all—might regard as unnecessary.

The CC does not have a view as to whether the system ought to be changed. We stand ready, as an expert
body, to look at any industry or set of companies referred to us by the OFT or the economic regulators. But
the objectives and detailed design of individual regulatory systems are matters for the relevant government
departments, their Ministers and Parliament.

I would, however like to stress that we are keen to work with the CAA and with the industry to minimise
the burden of our inquiries. We welcome the CAA’s eVorts to gather together as much evidence as possible,
and where possible reach agreement with both sides of the industry, before we begin work. And we have
already begun informal discussions with the CAA so as to ensure as smooth a handover as possible at the
time of the next reference. The Committee will understand, however, that we must reserve the right to
question evidence submitted by the CAA, and investigate agreements reached with the industry, if—during
our inquiry—it seems sensible to do so.

13 January 2006

APPENDIX 36

Memorandum submitted by the European Commission Directorate-General for Energy
and Transport and the European Aviation Safety Agency

Thank you for the invitation to submit evidence to theHouse of Commons Transport Select Committee’s
enquiry into the work of the Civil AviationAuthority (CAA). The EuropeanCommission and the European
Aviation Safety Agency welcome this opportunity to outline the role of the CAA within European aviation
safety policy and the way the Agency collaborates with the National Aviation Authorities (NAAs).

We share the view of many in the aviation sector that the CAA is one of the most eYcient and competent
aviation safety authorities in the world. It has from the outset been our aim to draw upon the experience
and expertise of the CAA in the work of the Agency and to achieve the best possible co-operation between
the two organisations. Our comments reflect this objective.

1. The European Aviation Safety Agency was established in September 2002 on the basis of Regulation
1592/2002 of the European Parliament and the Council. The Agency’s mission is to promote the highest
common standards of safety and environmental protection in civil aviation.

The European regulatory framework set out in Regulation 1592/2002 establishes a clear division of tasks
between the Agency and the NAAs.While the Agency has taken on specific regulatory functions in the area
of airworthiness and environmental certification, the implementation of European aviation safety
legislation remains essentially the responsibility of the Member States. Details of the framework set out in
the Regulation are given in the attached Annex.

Individual NAAs play a crucial role in helping businesses to adapt to the European regulatory framework
in the respective Member States. We believe it is important that the CAA helps actively to ensure that UK
businesses are fully informed of the European regulatory framework and of any changes which may aVect
them.TheAgency is taking every eVort to enable a smooth transition to the European regulatory framework
in the Member States through regular meetings with industry and NAAs and will continue to oVer its
assistance to the CAA to better inform UK industry of the relevant EU legislation.

2. In the area of type-certification, the Agency is now the only legally competent body in the EU.
Moreover, with the entry into force of Regulation 488/2005 on 1 June 2005 the Agency has started charging
for the certification services it provides to industry. The CAA has therefore lost an important source of
revenues. This is currently compensated by a number of activities the Agency has chosen to outsource to
the CAA on a contractual basis. It is important to point out that the Agency is rapidly recruiting its own
certification experts and that outsourcing contracts will be substantially reduced accordingly.

3. As a European body, the Agency recruits staV from all Member States. In the area of certification, the
Agency has recruited themajority of its experts from countries with a comparatively large aviation industry,
such as the UK. Initial recruitment campaigns on behalf of the Agency with the aim to take onmore experts
from the CAA met with only a low response, although the situation has unproved in recent months. The
Agency currently employs some 30 UK nationals (out of the present 200 Agents) most of whom have
previously worked for the CAA. The Agency is dedicated to recruit more CAA staV. The working group
ENACT (EASA-NAA Certification Transition), which is co-chaired by the UK representative in the
Agency’s Management board helps monitoring the transition and especially the transfer of personnel.

4. We would like to emphasise that it is not the aim of European aviation safety policy to replace the
NAAs. National authorities will continue to be responsible for those operational activities which are more
eVectively executed at the national level. This principle remains unchanged in the Commission’s recent
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proposal (COM 2005/579) to extend the regulatory powers of the Agency to air operations, pilot licensing
and certification of third-country operators. The NAAs will thus continue to be responsible for the relevant
certification tasks in their territories.

In sum, the regulation of aviation safety relies fundamentally on good co-operation between national
authorities and the European Aviation Safety Agency. We expect the NAAs including the CAA to take an
active role in implementing the relevant legislation and to help provide European Citizens with the best
possible regulatory system to ensure in an eVective and eYcient manner the highest level of aviation safety
and environmental compatibility.

17 January 2006

Annex

THE FRAMEWORK OF REGULATION 1592/2002

The Community acts primarily as a legislator. Regulation 1592/2002 (Basic Regulation) gives executive
powers to the Commission to adopt implementing rules further detailing safety and environmental
protection requirements and processes to be followed by individual persons andNAAs to ensure compliance
with these requirements. It also requires the Agency to prepare such rules in accordance with a fully
transparent process. These rules are then adopted as Commission regulations and constitute Community
law. They are directly applicable in the territory of the Member States.

In most cases, these rules are to be implemented by Member States through their NAAs and courts. This
essentially covers the issuing of individual certificates to aircraft on their register, the oversight of aircrafts’
continued airworthiness and the oversight of persons and organisations established in their territory. In the
current scope of the Regulation, such persons and organisations are: licensed engineers; production
organisations; maintenance organisations; continuing airworthiness maintenance organisations; engineers’
training organisations. With the envisaged extension of the scope to air operations and pilot licensing
(Commission proposal COM 2005/579), they would include most pilots, all air operators, flight and type
rating training organisations.

The same principle would also apply in any other field, such as safety certification of airports or air traYc
management, where Community competence may in future be established or developed.

The greater part of the work loadwill therefore remainwith theNAAs, implying a commensurate number
of appropriately qualified staV. Any certificate or approval issued by one Member States competent
authority in accordance with the common rules is automatically valid in the whole Community.

The executive role of theNAAs includes the preparation of guidancematerial to promote their customers’
understanding and applying the rules, as well as to explain how they will verify compliance. It is up to the
NAAs and the regulated persons to interpret Community law under the oversight of national courts, who
themselves can seek the opinion of the European Court of Justice as appropriate. The NAAs are also
encouraged to report to the Agency significant diYculties of interpretation of, and weaknesses in, the rules
so that it can initiate the necessary adjustments.

The Agency has established two consultative bodies, the AdvisoryGroup of National Authorities and the
Safety Standards Consultative Committee, whose main role is to assist in identifying significant areas for
improvement. NAAs should therefore maintain suYcient resources to enable evaluation of their executive
tasks and full participation of in the consultative bodies. This role, though probably not very significant in
terms of resources, is vital for the good functioning of the European regulatory system.

In certain cases, the Agency has also been given executive powers for the implementation of Community
law. For the reasons explained above they are strictly limited to what can be better achieved centrally than
locally. They only cover the approval and oversight of the design of the products manufactured or used in
the Community. This includes the issuing of type certificates to aircraft, engines and propellers; the approval
of parts and appliances; and the approval of changes and repairs to products, parts and appliances. As it is
quite impossible to separate the issuing of the certificates from the oversight of their designers, the Agency
is also responsible for issuing design organisation approvals to companies established in the Community.
The Agency has also been given the power to oversee foreign organisations because it provides a “one-stop-
shop” for the approvals they need to operate in the single market. Again, with the envisaged extensions of
the scope of the Basic Regulation, the same principle are likely to be applied and the executive powers of
the Agency will continue to be limited to what is better done centrally.

To execute its certification tasks, the Agency has made extensive use of the expertise and resources of the
NAAs. This reliance on NAA expertise has also provided for a smooth transition, as those who were in
charge of these tasks have been able to execute them during the time theAgency is taking over responsibility.
This is however only a transitional measure. TheAgency is building up its own teamof expertise and expects
to internalise all its core activities.Moreover the regulatory system established by the applicable law (derived
from the joint requirements adopted by NAAs before the Agency existed) privileges the transfer of most
minor tasks (the most frequent and the least sensitive) to the design organisations themselves when they
fulfill the necessary conditions of capability.
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The legislator has also required the Agency to operate a standardisation inspection system to assist the
Commission in its monitoring and enforcement role. This allows the Agency to work together with NAAs
to identify shortcomings and advise on remedial actions to continuously improve European aviation safety
and environmental compatibility. The Agency is establishing its own internal quality management system
as several foreign aviation authorities, in particular the FAA, are doing. It expects to be ISO 9000 compliant
in the next two years.

APPENDIX 37

Memorandum submitted by Lane and Partners LLP

I am writing with reference to the session on 11 January 2006 at which representatives of the CAA gave
evidence to the Transport Committee. At Q76, Mr Lee Scott raised with Sir Roy McNulty the important
question in relation to. the regulatory supervision of carriers “not registered in this country but
predominantly using our airports for flying to other European destinations . . .”.

The question was answered by Sir Roy more in relation to safety and the opportunity that the UK has
to carry out airport checks than in relation to the basic question of whether or not the CAA should have
primary responsibility for the regulatory supervision of certain airlines.

Council Regulation No 2407/92 on the Licensing of Air Carriers (Article 4) requires that:

“no undertaking shall be granted an operating licence by a Member State unless (a) its principal
place of business and, if any, its registered oYce are located in that Member State . . .”

In the recent case of EUjet, which collapsed in July 2005, it became apparent that, notwithstanding that
the airline’s network of 17 routes all emanated fromManston (Kent International) Airport, it was actually
regulated by the Irish CAA.

Other anomalies exist in this connection. They raise competition as well as safety issues. Obviously, there
is a cost attached to regulation and it is fairer if airlines competing in the same market are regulated by the
same authority. From the safety angle, long distance regulation can be argued to be less eVective than
regulation by the “home licensing authority.”

In case it may be of assistance to the Committee, I am attaching a copy of our Aviation Law Bulletin for
Winter 2005, which included on pages 1 and 2 an article about the above points.25

23 January 2006

APPENDIX 38

Memorandum submitted by Mr David Purdy

I am submitting this document in response to the Committee’s press release dated 13 October 2005,
inviting submissions from interested parties by 14 November 2005.

My interest arises as a resident aVected by the airspace consultation undertaken by Nottingham East
Midlands Airport (EMA), and the questionable conduct of the Civil Aviation Authority in initially
approving the proposal. This was announced on the 3 August 2004, and in spite of the omission of a number
of local authority “stakeholders” from the consultation, as defined by CAP 725 (Airspace Change Process
Guidance).

Thus my concern relates to the omission of Derby City Council, but other councils were overlooked, too.
This was raised in a letter to myMP (Margaret Beckett), in August 2004, and an extract has been appended,
along with the “Phase I” consultee matrix understood to have been used by the airport. The following
month, EMA were attributed in the local press as saying that Derby City Council did not need to be
consulted because it was not aVected by the airspace proposal. However, this was disproved by route maps
issued as part of the subsequent “Phase II” consultation indicating that, for example, easterly arrivals would
overfly residential parts of the city at relatively low altitudes.

Secondly, another concern relates to the CAA’s apparent failure to heed several important aspects of the
departmental guidelines on related environmental objectives, for example, “by taking account of likely
future as well as current planned operations”. I refer to the omission from the airspace proposals of the
larger/heavier/noisier aircraft envisaged at night at EMA, to which the Airbus A380F may now be added.26
This was noted in my submission to the Phase II of the airport’s airspace consultation in January 2005, also
appended.

25 Not printed.
26 “Ms Buck: . . . Nottingham East Midlands airport will also accept the A380 from 2006 but for cargo purposes only . . .”,
House of Commons HansardWritten Answers for 11 July 2005 (pt 11).
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The committee may also wish to know that the Air Transport White Paper drew specific attention to the
need for “stringent noise controls” at EMA.27 Circa March 2004, the Aviation Minister (Tony McNulty)
indicated to local MPs (eg, to Sir Ken Clarke), that he would be issuing further guidance “soon” on what
constituted stringent control. But this guidance has yet tomaterialise. Accordingly, the above concerns raise
doubts about the eVectiveness and eYciency of the CAA in the discharge of its duties, and I hope that the
committee will be able to investigate these concerns for the purpose of avoiding future repetitions. Further
details would be readily available upon request.

18 October 2005

Extract from my letter dated 10 August 2004 to Rt Hon Margaret Beckett MP, (Derby South)

[A] second issue concerns the consultation process conducted by EMA concerning a proposed increase
in controlled airspace. This proposal has recently received approval, but regrettably failed to include Derby
City Council as a “stakeholder consultee” with a legitimate interest, and is presumably in breach of the Civil
Aviation Authority’s consultation guidelines, CAP 725 Airspace Change Process Guidance, extract
appended. This is not an isolated incident, as Oadby and Wigston Borough Council was also excluded, as
reported in the attached Leicester Mercury story.

I have been aware of this consultation for some while, but after a cursory glance at several items of
consultation material that I had obtained in April, copies attached, it was not immediately clear whether
or not it represented an issue of concern to Derby. However, further research last week, with reference to
amalgamated aeronautical route charts, also superimposed on a map of the county, suggests that the city
has two “overflight” reasons to review the proposal’s impact, namely: (a) the arrival route from theROKUP
holding area to the north-east of Derby, which crosses the city, and, (b) the southern outer limit of ROKUP,
which appears to overlap the northern and central parts of the city (to accommodate say larger aircraft
unable to follow the inner limit, and which may be also flying under problematic wind conditions), details
attached. [eg annotated/amended map extracts below]28

I have also attached a copy of the “correspondence matrix”, understood to have originated from EMA,
recording a list of consultees, which includes Nottingham (and Leicester) City Council, and
Nottinghamshire County Council, but I cannot locate Derby City Council (or Derbyshire County Council
for that matter) in the list.

Also, I am not certain that the consultation material that I have seen represents the full complement of
documentation, but I am particularly struck by the problem of relating the proposed route information to
the various towns and villages sitting below. If this is standard practice, then it could be argued that this not
helpful for the local authorities having to assess such information—especially local councillors (as
laypersons). There appears to be a strong argument for each aeronautical chart to be accompanied by
complementary detailed map, illustrating the location [of] the local communities in relation to the routes/
operational features. Indeed, if this principle had been in place during the EMA proposed airspace
consultation, then one or more persons within EMA, the Civil Aviation Authority or the Department for
Transport, might have spotted the omission of a city the size ofDerby before the consultationwas closed . . .

Nottingham East Midlands Airport: Controlled Airspace Proposals “Phase I”

CORRESPONDENCE MATRIX

Consultee Ashfield District Council AOC (Airport Operators’
Parish Councils Amber Valley Borough Council Committee)
Barrow-upon-Soar Parish Council Derbyshire Dales District Council UPS
East Goscote Parish Council Blaby District Council Consumers Association
Rearsby Parish Council Broxtowe District Council Heart of England Tourist Board
Sileby Parish Council Gedling District Council Leicestershire Chamber
Walton on the Wolds Parish Council North East Derbyshire District ABTA
Burton-on-the Wolds Parish Council Council Burton on Trent Chamber
Quenilborough Parish Council Nottingham City Council Consumers Association
Seagrave Parish Council Bolsover District Council DHL
Thrussington Parish Council Hinckley and Bosworth District Institute of Export
RatcliVe on the Wreak Council Nottinghamshire Chamber
Parish Council Leicester City Council AARPC (Assoc of Airport Related

Trowell Parish Council North West Leicestershire Parish Councils)
Cossall Parish Council District Council South Derbyshire District Council
Kimberly Parish Council Harborough District Council East StaVordshire Borough Council
Stapleford Town Council Rutland Council Association of Leicestershire Parish
Awsworth Parish Council Melton Borough Council Councils

27 “At the same time, given the particular importance of air freight to the future national and regional economy, and of East
Midlands Airport as a centre of these operations, we consider that the projected expansion of air freight operations at East
Midlands should be permitted. However, this would need to be accompanied by stringent controls on night noise in particular
and increasingly generous noise insulation and other mitigation measures. These measures should build on those applying
currently.” The Future of Air Transport (White Paper), Department for Transport, December 2003, 9.28 p 98.

28 Not printed.
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Breaston Parish Council ICF Nottinghamshire Association of
Draycott Parish Council CPRE (Council for the Preservation Local Councils
Risley Parish Council of Rural England) South Derbyshire District Council
Stanley Common Parish Council Kings Newton Resident’s CPRE (Council for the Preservation
Dale Abbey Parish Council Association of Rural England)
Ockbrook Parish Council PAIN (People Against Intrusive Charnwood Borough Council
Sandiacre Parish Council Noise Erewash Borough Council
Stanton by Dale Loughborough University North West Leicestershire District
District Councils WINGS We Insist No Granada Council
Charnwood District Council Services RushcliVe District Council
RushcliVe Borough Council Broxtowe Borough Council CPRE (Council for the Preservation
Erewash Borough Council Disabled Association of Rural England)

Donington Park Racing Circuit Others
Melbourne Civic Society Nottinghamshire County Council
SAVE (Save Aston Village South Derbyshire District Council
Environment Beeston & District Society

UNISON
Employment Services
Derbyshire Association for the Stapleford Forum
Blind Bramcote Conservation Society

The Airspace Consultation Co-ordinator,
East Midlands International Airport Ltd.,
Building 34,
Nottingham East Midlands Airport,
Castle Donington,
Derby DE74 2SA

6 January 2005

Dear Sir/Madam,

PROPOSED CHANGES TO CONTROLLED AIRSPACE

EMA Correspondence Ref. GN628, 23 November 2004

I am writing in response to the above consultation and wish to register my opposition to the proposal
outlined in the above documentation.

My opposition is based on the proposal’s lack of compliance with the government’s guidance to the CAA
on airspace design (concerning the omission of large freight aircraft forecasted to be operating at night
within the foreseeable future) and also a general lack of stringency towards night-time noise controls as
required by the government in the “Future of Air Transport” White Paper. The main concerns relate to
disturbances arising from the use of aircraft at night, and the key points are:

1. A failing regarding the “forward looking”—and therefore the “comprehensive” and “rigorous”—
requirements of changes to airspace arrangements (DTLGR, 2002, p 7). Derby residents are entitled to
question the need for any overflying of residential areas at night by the largest/heaviest aircraft, but the
strength of the case depends on the types under consideration. Accordingly, the supporting Environmental
Impact Assessment And Statement (EMA, 2003, p 8) refers to the MD11 as “the largest aircraft type to
operate at EMA during the night time period”.Whilst this may be correct, larger/heavier/potentially noisier
Boeing 747-400/200Fs were not considered, but were previously cited as specific operational examples in the
planning application for a further runway extension (Scott Wilson, 2000, Ch 5 pp 15–16). The
environmental assessment was updated last year and cites the use of B747-400F and An124-100 models
(Scott Wilson/EMA, 2004, p 2). I understand that EMA was pressing for a determination of the planning
application last year—North West Leicestershire District Council being the relevant planning authority—
and thus the expected use of these omitted aircraft types clearly falls within the foreseeable future and should
therefore have been considered by the airspace proposals.

2. The proposals include a departure route variation to reduce the overflying of the east side of Derby,
but no route changes are proposed to reduce the noise impact from departures on the west side. The west
side is subjected to approximately three times the volume of air traYc than that on the east (due to the
prevailing wind), and being closer in flying distance, it is also subjected to aircraft flying at typically lower
altitudes. It is understood that residents living towards the west edge of Derby, namely Mickleover/
Littleover, are still being disturbed by certain night-time operations (the MD11 aircraft being a specific
example). It has therefore been suggested toDerby City Council that representations should bemade for the
adoption ofmore stringent limits to reduce overflying, such as a “blanket” 5,000 ft. release altitude similar to
that in place at Manchester Airport (see also the attached extracts from a presentation given to the city
council’s corresponding area panel meeting in November 2004).

NB EMA’s departure route proposal, moving the “easterly” route away from Derby, is very similar to
an amendment suggested by Derby City Council to EMA in March 2000, which was noted at the time.
Should this come to pass—perhaps sometime later this year—then this particular improvement will have
taken over five years to materialise, whilst the air traYc at the airport has increased by more than 50%.



3287501084 Page Type [O] 31-10-06 23:21:42 Pag Table: COENEW PPSysB Unit: PAG5

Transport Committee: Evidence Ev 283

3. The use of a 55 dB LAeq contour to assess night noise impact (EMIA, 2004, 6.10 p9) is markedly less
stringent than comparable maximum levels recommended by either the World Health Organisation or the
government’s PPG24 planning guidelines. They say: “outside sound levels about 1 metre from facades of
living spaces should not exceed 45 dB LAeq, so that people may sleep with bedroomwindows open” (WHO,
1999, xiii), and, that a sound level of less than 48 dB LAeq is required for new residential developments
located within noise exposure category A (ODPM, 2001, Annex 2). Thus the use of a markedly smaller area
55 dBA LAeq contour fails the government’s “stringency” criterion: “. . . we consider that the projected
expansion of air freight operations at East Midlands should be permitted. However, this would need to be
accompanied by stringent controls on night noise in particular and increasingly generous noise insulation
and othermitigationmeasures. Thesemeasures should build on those applying currently.” (DfT, 2003, p 98)

4. A consultation departure route map, also published in the local press, shows a significant gap between
a nearby route and the western edge of Derby—but a map of actual flight tracks issued by the airport to
its consultative committee in 2004 indicate that the locality is exposed to an appreciable level of overflying.
Prospective purchasers of residential property in the locality, and who are also sensitive to noise
disturbances, may be misled by the route as depicted. Indeed, it is felt that the use of such material in a
promotional context would warrant a complaint to the Advertising Standards Authority. It is therefore
suggested that the map, extracts appended, and any others of a similar nature, should be amended to show
an overlapping of flights over the western residential edge of Derby until EMA can prove to the contrary.

APPENDIX 39

Memorandum submitted by Christine Standing

THE AVIATION SAFETY SYSTEM: POLITICAL, ORGANIZATIONAL, AND PERSONAL

Summary

The architecture of a system has a profound influence on organizational processes. If, at the outset, there
is an unworkable design then this dynamic will permeate the total system and will emerge at diVerent levels
downstream where it will ultimately be seen to be unworkable.

Government Ministers may not understand how systems dynamics influence safety. As an “independent
regulator”, the UK Civil Aviation Authority is a classic example of how inconsistencies in its structure
militate against equitable airlinemanagement and impact negatively on the work of aircrew; it compromises
safety. This combined with weak procedures in the area of human factors in turn impacts negatively on the
work of aircrew. It is an unsafe policy.

The case presented here demonstrates how the political framework of aviation serves commerce to the
detriment of the safety and the health of workers in the industry.

CAA—Paradoxical Remit; Unworkable Solutions?

The original remit of the Federal Aviation Administration (FAA) and Civil Aviation Authority (CAA)
was purely commercial.29 However, the regulation of safety was becoming an increasingly urgent need on
both sides of the Atlantic. In 1926 the aviation industry in the US pressed Congress to set safety standards.
The FAA and its counterpart in the UK, the CAA grew from this need. Former Inspector General of the
USDepartment of Transportations (and a pilot) states that this “. . . dualmission did not leap out at anyone
in 1958 . . . as a glaring paradox” because “At its core safety isn’t cost eVective.” With deregulation the
industry thrived but no one person monitored the downside—what Schiavo calls “destructive
competition.”30 Accident rates have been rising. The term ‘Economic Regulation’ therefore, the CAA’s
remit, is an oxymoron.

The CAA is not an independent public corporation in the sense that it is a regulator not without conflicts
of interest. This is a point that many have made before now. (BALPA; Cranfield University; ASG) Its own
ChairmanChristopher Chataway said, “. . . the CAA in theUKfinds itself in the position of regulating itself
and its own competitors . . .”31 What they do not note is that the aforementioned conflicts give rise to
problems that are inherent and endemic. They produce conflicting interests downstream at management
levels demonstrated in management activities—often described as the “profits over safety” argument. For
a fuller description on this type of decision-making in high-risk industries see Professor E.Mumford writing
on the double-bind manager and their negative impact in safety-critical industries.32 Such decision-making

29 Schiavo, Mary. (1997) Flying Blind, Flying Safe. Avon Books. New York.
30 ibid.
31 The Times, (Jan 1996) Regulating Regulators.
32 Mumford E (1999) Dangerous Decisions. Problem Solving in Tomorrow’s World. Kluwer Academic Plenum.
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is unworkable. In the aviation setting many from the International Civil Aviation Organization (ICAO)
onwards warn of the management aspects of aviation ‘organizational accidents’ and indicate the need to
implement Human Factors procedures to help managers come to safe decisions.

Flying is inherently dangerous; safety was the main concern for pilots from the earliest days of civil
aviation. They trained with safety in mind and with continuing learning and assessment—and still do. Their
working context however, regulation, has changed and now these subtle changes have lead to compromises.
No one person is monitoring this hidden downside.

Human Factors is the major area that ICAO wish to see taken into consideration in order to break the
current safety impasse.33 Such procedures are currently almost non-existent. There is no safety management
system for administration of aircrew.

AirlineManagers’ Double-bind

“EVective accident prevention can be linked inalterably to eVective management.”34 Observations reveal
that organizationally “accident prevention” and “commercial management” are two polarized aspects of
airlines. However, in practical terms the former is mainly the remit of aircrew and the latter is mainly the
remit of managers. Psychologically this is an unhealthy split—like the psychological concept of ‘splitting’
in the individual, this organizational split is a process by which a mental structure “loses its integrity and
becomes replaced by two ormore part-structures.” That it, it becomes fragmented. This can be seen inmany
airlines where flight crew and cabin crew report to diVerent parts of the organization yet research indicates
that they should work as a unit inside an aircraft in flight.35 Criticisms of how this works in practice is seen
regularly in the aviation press where demands are growing that the industry rectifies the problem.36

In “splitting” “the emotional attitude towards the two part-structures is typically antithetical, one object
being experienced as ‘Good’ the other as ‘Bad’”37 If this attitude becomes part of corporate culture it could
lead to aircrew being viewed,maybe unconsciously, as “bad” bymanagers. If such attitudes become habitual
they could lead to behaviours that don’t support the pilot safety concerns, as illustrated in the Case
presentation that follows.

It is not clear what helps managers to understand the proactive measures and decision-making needed to
secure good accident prevention (even if aircrew bring their concerns to their managers.) What “informs”
their decision-making? Airline managers in the UK need not have any qualifications to fulfil their role; there
is no SafetyManagement System (SMS) for management procedures. There is no systematic accountability
for administrative practices or examination of organizational competencies. Research into accidents and
incidents reveal management failures (latent conditions) that are contributory factors yet in the case
described here those latent conditions that led directly to an “occurrence” were not picked up.

Where accountabilities are concerned there is full accountability for pilots whose responsibilities and
obligations are enshrined in law—although they may not know what management deficits (latent failures)
have been implemented before they themselves board an aircraft. They have to trust the managers. At the
other end of the organizational polarity, “management”, no managers are likely to report themselves for
safety deficits that impact on the work of pilots. Pilots who bring safety concerns may find that their views
are thought of as unhelpful—or even “outrageous”38—an attitude fostered by the polarized nature of
airlines. There is a power imbalance.

One of Gordon Vette’s aims, writing about the Erebus disaster, was to understand the political intrigue,
“. . . to attempt to bridge the schism between the old guard steeped in the ‘pilot error’ easy option (scapegoat)
as against looking at the whole entity, the organisation, the sociotechnical system, of which the operator (pilot)
is only one part.”39 He noted, “. . . it is most important that aircrew should not be used as scapegoats for the
underlying cause of an accident which is being concealed.”40 Captain Stewart of a major British airline was
prosecuted by the CAA for an incident in 1989. Theywere accused of acting out ofmalice. No-one was killed
or injured. Captain Stewart stated that he had been made a scapegoat before committing suicide. With
today’s understanding of systems theory this decision to prosecute him may be considered flawed.

To add to the accountability imbalance the Air Accident Investigation Branch (AAIB) has as its sole
objective “the investigation of an accident or incident . . . (which) . . . shall be the prevention of accidents
and incidents. It shall not be the purpose of this activity to apportion blame or liability.” In the maritime
setting the equivalent organization can apportion blame “if it would assist in the purpose of prevention; the

33 Kotaite A (President of the ICAO) July 2000 Plenary Meeting Aviation Study Group, Linacre College, Oxford.
34 Miller, CO (1991) Investigating the Management Factors in an Airline Accident. Flight Safety Foundation. Flight Safety
Digest May 1991.

35 Edwards, Mary. (1992) Crew Coordination Problems Persist, Demand new training challenges. Cabin Crew Safety Vol 27
No 6. Flight Safety Foundation.

36 The Flight Safety Foundation has been particularly concerned.
37 Rycroft, Charles. (1968) A Critical Dictionary of Psychoanalysis. Penguin. London.
38 Standing C (2005) Pilot Incapacitation, The Human Factor. ASG Case Presentation at the Royal Aeronautical Society.
39 Vette G with John Macdonald (1983) Impact Erebus. Hodder and Stoughton p 78–79.
40 Vette G with John Macdonald (1983) Impact Erebus. Hodder and Stoughton p 12.
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AAIB however, is never allowed to consider issues of legal culpability.”41 The case under discussion does
not appear on its public database. On enquiry the explanation was, “The database . . . is an AAIB internal
database and not that published on the AAIB’s Internet website42 Therefore the public will not be able to
access reliable data.

One contribution to the health and the safety of aircrew is called “human factors”. Essentially it is about
the well-being of the employee. The purpose of investigating human factors is to identify why actions lead to
the breakdown in safety defences and result in accidents. This requires determining the related latent failures
present at all levels of the organization, including the upper levels of management.43 (It is suggested here
that governments may also put latent failures into the system as demonstrated later.)

New knowledge about human factors needs to be integrated into the aviation safety system and updated
regularly in the light of scientific advances.

The House of Lords Science and Technology Committee Fifth Report. Air Travel and Health

(2000)44

This body criticized the Regulator, airlines and unions for their lack of attention to aircrew health. The
concern was, and still is, “not that health is secondary to safety but that it has been woefully neglected.”
Policy was criticized: “The lead on aviation health is, in our view, unacceptably weak . . . (and) . . . in
relation to safety. . . the centre of gravity is not obvious” In which case who advises the Ministers? If it is
the DeTR, who advises them? Are they monitoring the downside?45

HSE has general oversight of employees’ health and safety, part of human factors, but, as noted in the
report, “commercial aircraft are largely exempt from the provisions of UK health and safety at work
legislation.” As regards the remaining relevant provisions, HSE avoids overlapping responsibilities with
CAA under a Memorandum of Understanding, (MoU) leaving the lead essentially with CAA.46 This MoU
is a diYcult piece of reading to comprehend and a hurdle for those wishing for clarity. Also, there is a
Regulatory lacuna. “There is no agency covering the health and safety of persons in aircraft when they are
in flight . . . there appears to be a marked reluctance on the part of CAA to take on responsibility for
occupational health and safety issues which they clearly prefer to leave toHSE”.47 In the meantime this area
is neglected, and this neglect is perceived to cause morbidity and mortality among aircrew.

The various disciplines associatedwith “HumanFactors” are not being applied in a systematic up-to-date
scientific way. What is required is Evidence-based practice. The political framework of which aviation is a
part should also be taken into account and brought up-to-date in a systematic way. It is unclear who in this
part of the system has the knowledge and authority to take transparent, safe decisions. Who is monitoring
the downside?

The following case summary demonstrates some of these ideas. It was first presented at anAviation Study
Group Meeting held at the Royal Aeronautical Society, London in November 2005.

Case Presentation. “Pilot Incapacitation—the Human Factor”

This case is an example of the outworking of the current policy discussed herein where upstream policies
impact negatively on downstream events. The information comes, in the main, from interviews and an
Employment Tribunal document.48 Qualitative research examines the social arrangements at work looking
not from top-down, a theoretical stance, but describes from grass-roots levels upwards. It describes the
actuality of what is happening rather than what should be happening.

The Pilot. In a single-pilot commercial operation based at a regional UK airport a pilot became ill in
flight.49 He suVered disorientation and began to lose consciousness. The aircraft was seen (on radar) to
descend to within 200 ft of the sea. He says that he cannot remember engaging the autopilot but that hemust
have done. On landing hewas left for nearly an hour alone, coughing and vomiting, without first aid, oxygen
or decontamination measures against the suspected cause of his sudden incapacitation—a toxic chemical

41 Bergman, David (2000) The Case for Corporate Responsibility. Corporate Violence and the Criminal Justice System. Pub
Disaster Action. (p 87).

42 Correspondence with AAIB January 2006.
43 Human Factors Digest No 10. Human Factors, Management and Organization. ICAO Circular 247–AN/148.
44 The House of Lords Select Committee on Science and Technology Fifth Report 15 November 2000 Select Committee
appointed to consider Science and Technology. AIR TRAVEL AND HEALTH.

45 Note: “Ministers have as much of a clue as you or I” in which Minister Ruth Kelly’s decision-making regarding the findings
that sex-oVenders have been employed in schools is analyzed. It calls for “a long-overdue review of ministerial
responsibility . . . Ministers should not make such decisions.” It continues, “They should do policy—that’s their job—and
oversee others, such as ombudsmen, special panels and judges, to adjudicate cases fairly.”Guardian. Tuesday 17 January 2006.

46 Ibid 8.5.
47 Henderson, Graeme (2002) Enforcement of Health and Safety on Aircraft SPDA4 2002.
48 Employment Tribunal (Glasgow) Case No: S/101767/2002 Andrew Sayers and Loganair Limited.
49 Incident to Islander G-BLDV on 31 March 2001.
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called FAM30. Instead the pilotmanager attended to the aircraft to check it out and to test fly it.Meanwhile
a fireman found the pilot slumped in their oYce and called for medical assistance. StaV found him to be
nearly dead on arrival at Hospital.

The cause of his illness was diagnosed as contamination with a toxic chemical (in the course of his work.)
The first aid for this consists of immediate decontamination and medical treatment. He is now registered
disabled.

The personal treatment of this pilot following the occurrence is as follows:

— He was blamed by the Senior Pilot in his oYcial report to the CAA.50 The airline agreed that it
contained errors.

— An earlier report exonerating the pilot was not submitted to the court despite court orders so to
do. The airline denied that it existed. On investigation evidence of this particular manager’s benign
involvement can be seen in other documents.51 His recommendations were ignored.He is no longer
a Director at this airline.

— It also denied the existence of other documents—later produced to the court in photocopy form
via another employee who has since died in a fatal accident at this airline.

— The pilot was subjected to four “investigations” by the airline, focussing on his decision, made
under the influence of neurotoxins, to NOT divert. These multiple investigations, one turned out
to be a “disciplinary”, took place over seven months—generally considered by a leading
psychologist to be a trauma in itself. The nature of this was to investigate how culpable he was
considered to be.52

— He received no counselling nor assessment for potential Post Traumatic Stress Disorder despite
two near-death experiences in one day.

— There were various questionable administrative activities associated with the conduct of these
“investigations”.

— Furthermore, causal factors, management and organizational issues, were expressly not
examined—this is a major deficit and not in accordance with ICAO standards.

— He has lost his health, his home, his pension (because he was dismissedwithin twoweeks of it being
activated).

The court found that contributory factors (latent errors) existed in this near-fatal accident: There had
been no prior Risk Assessment or adherence to COSHH regulations regarding the use of a toxic chemical.
The pilot’s earlier concerns about the carriage of dangerous goods were dismissed.

This pilot has been found guilty of nothing; he was dismissed.53 This is scapegoating.

He wrote to the Secretary of State for Work and Pensions who responded that, “. . . while Logan Air
might have made better arrangements for handling and working with FAM30 any breach of health and
safety law was minor and so did not merit enforcement action.” He dismissed the pilot’s concerns about
bullying and intimidation.54

The Organization.The court ordered the production of documents relating to the case. The airline refused
to produce them thus safety-critical information was not examined. The CEO and high-level managers were
heavily criticized by the Court:

50 Employment Tribunal (Glasgow) Case No: S/ 101767/2002 Andrew Sayers and Loganair Limited. 24/58.
51 A Loganair document which references this accident, “IH” refers to Ian Huzzard and occurs at “Engineering action” and
CAA release. (Employment Tribunal (Glasgow) Case No: S/ 101767/2002 Andrew Sayers and Loganair Limited. 27/62).

52 Standing C. (2005) Pilot Incapacitation: the human factor. Unpublished Report. “From studies on human behaviour we find
that under extreme stress pilot judgement can be eroded.Given that physiologically this pilot was under the influence of a toxic
substance supplied by his employer how can he be deemed to be culpable? Investigation 3 specifically stated that its reasons for
an internal Flight Operations prior to any return to line flying, was, “. . . in respect of your decision to operate the return flight
Fair Isle to Tingwall . . .” (81/168-9)” “If Captain Sayers is deemed to be culpable for ‘ingestion’ of FAM30 why is no-one
culpable for ordering its use or worse, continuing its use after two incidents?” This is a systems failure that led to an active
failure. Captain Sayers’ ‘mistake’ lies in drawing attention to this safety deficit earlier in the month. Captain Watt had a
choice—he could take notice of Captain Sayers or he could pretend that nothing was wrong—until it became an active failure
and an embarrassment to the Senior Pilot. This aspect of this case has never been examined in open court.”

53 According to the Employment Tribunal, he could have been redeployed. The court heard about lack of proper consultation,
failures to ascertain what qualifications the applicant had, which he could have used for the benefit of the company. They
noted, “. . . they would have learned that he was a pilot trainer and flight examiner and was experienced qualified and rated
to work in these.” Also, “Astonishingly, from the time the applicant became fit to work again in late August and despite being
in receipt of full pay, they provided him with no work.” Thus they broke Clause 22 of his contract. The inclusion of such a
clause accorded with Mr Atkins’ evidence that “it was very rare for a pilot to be dismissed on medical grounds, especially
physical injury . . . the applicant’s card was marked and his days numbered” (p 20 line 21) The court found this to be “an
accurate impression.” While Captain Sayers won this case it was overturned at Appeal. It did not investigate how Captain
Sayers became incapacitated.

54 Letter dated 3 September 200(date Unreadable) to Captain Sayers from Minister of State for Work and Pensions.
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— The respondents had unfairly dismissed the applicant” and “we considered unreasonable (and
untruthful) . . . (a senior manager’s) . . . claim that there was little purpose in conducting a further
assessment”55

— The CEO’s evidence, “was not genuine”56 and “it seemed to us that either he was withholding
information asked of him, or, if as he so often repeated, “I can’t recall”, then plainly the reason
was because of his total disinterest in the details of the case, the events of which admittedly took
place . . .”57

— He was, “a most disappointing, unsatisfactory and unwilling witness”58

— The Court stated that, “By necessitating a continuation of the hearing on 18 March due to the
respondents’ omission in complying with the orders, they had, in our view, conducted the
proceedings unreasonably . . . ”.59

There was not enough time for the pilot to submit all of his evidence. The airline was fined.

In a Case Study, “Pilot Incapacitation: the Human Factor”60 it is reasoned that this case has, so far, three
broad implications regarding human factors.

1. Non-compliance with the court order resulted in a small fine. This risk provided a far better
result commercially for the airline than the other possible outcome had they produced all of the
evidence required of them—damages for the pilot—now disabled. These documents may have
helped the pilot’s case. It is a human factors failure; it is a case of the success of profits over safety.
(Under Duty of Care legislation it may also be a breach of trust)

2. Systemic safety considerations such as latent failures, and management and organizational
factors, were omitted from all of the airline’s Accident Investigations. These causal factors are
presumably unchanged; the latent errors still exist. There was no structured methodology applied
for establishing the applicability of disciplinary action as an aid to decision-making. Instead
Captain Sayers was told that he, “jeopardized both himself and his passengers safety” yet the CAA
have closed their files on this matter, without censuring the pilot or the airline. (Unsafe)

3. The Secretary of State for Work and Pensions, if not correctly appraised of knowledge about
systems failures and latent conditions, endorse whatmay at first glance look like failings of aminor
nature. In a single pilot operation incapacitation is NOT of a minor nature. (Policy failure leading
to active failure)

It is not unreasonable (from the logic followed by the CEO) that should avian ‘flu be detected in his region
similar dynamics and inadequate safety procedures to those noted at the Tribunal will be in evidence again.
This to the detriment of public safety.

There had been no AAIB investigation because this occurrence had not been reported to them.61

This airline has had five fatal crashes in 10 years—one in March 2005. This should alert the Regulators
(and the public) to potential oVences regarding primary duty of care towards aircrew and passengers and
the systemic implications.

Policy. No UK Director has ever been prosecuted or made accountable for contributory actions in
aviation accidents62 “. . . there are no proper procedures to ensure that deaths and injuries resulting from
the fault of . . . airline companies are subject to criminal investigation.”63 No person whose contributions
allegedly brought about the active failure and disabled the pilot in this case has been made accountable.
Non-compliance withHealth and Safety law (risk assessments, COSHHnorWhistleblowing) is not aminor

55 Employment Tribunal (Glasgow) Case No: S/ 101767/2002 Andrew Sayers and Loganair Limited. Observations on the
Evidence. S/200741/02 p 20 lines 28–29.

56 Employment Tribunal (Glasgow) Case No: S/ 101767/2002 Andrew Sayers and Loganair Limited. Observations on the
Evidence S/200741/02 p 19.

57 Employment Tribunal (Glasgow) Case No: S/ 101767/2002 Andrew Sayers and Loganair Limited. Observations on the
Evidence S/200741/02 p 12 line 24–26.

58 Employment Tribunal (Glasgow) Case No: S/ 101767/2002 Andrew Sayers and Loganair Limited. Observations on the
Evidence S/200741/02 p 12 line 22.

59 Employment Tribunal (Glasgow) Case No: S/ 101767/2002 Andrew Sayers and Loganair Limited. Observations on the
Evidence S/200741/02 p 22.

60 Standing, C (2005) Pilot Incapacitation: the human factor. unpublished essay.
61 Communication: email fromAAIB copied to author dated 10 January 2006. Incident to Islander G-BLDVon 31March 2001.
“The only recommendation that the AAIB could have made in these circumstances (had the AAIB been informed of the
incident and started an investigation at the time) would have been for the CAA to advice operators of the circumstances
relating to the incident and warn of the associated hazards. This however, has already been carried out by the CAA in their
letter to operators.” (based on the aforementioned erroneous report).

62 “Shipper Jailed after Dangerous Goods Discovery. THE UK Civil Aviation Authority (CAA) has brought a successful
prosecution after potentially lethal chemicals were transported on a passenger aircraft. The individual involved, Manu
Chandnani of Headcorn, Kent, was sentenced to a total of 12 months in prison for recklessly endangering an aircraft and for
causing dangerous goods to be loaded onto an aircraft for shipment. Chandnani sent highly dangerous chemicals, which are
banned from carriage by air, on a passenger flight from theUK toDubai, where the items were discovered in transit to Tehran.

63 Bergman, David (2000) The Case for Corporate Responsibility. Corporate Violence and the Criminal Justice System. Pub
Diaster Action (p 87).
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infringement in terms of a safety system. It is a latent failure which led to an active failure.What looksminor
in the relative safety of an oYce does not look minor to pilots and their passengers when an aircraft is
dropping out of the sky. (The airline blamed the pilot for endangerment.)

This case raises a further set of issues to do with standards and the non-reporting of incidents and
accidents. The UK is a member State of the International Civil Aviation Organization (ICAO). Regarding
departures from standards the UK has an obligation to “give immediate notification” to ICAO of
diVerences between its own practices and that established by the international standard. Alternatively, in
the case of amendments to international standards, “any State which does not make the appropriate
amendments to its own regulations or practices shall give notice to the Council within 60 days of the
adoption of the amendment . . . or indicate the action which it proposed to take.”64

The CAA role was to receive a late report that contained errors. They acted by alerting operators to the
dangers inherent in the use of chemicals in and around aircraft. Regarding the incapacitation episode it said
that, the pilot “was happy to continue.” This gives an inaccurate impression.65

The AAIB role was limited due to non-reporting. (Although the pilot had tried to converse with AAIB
after being released from hospital.) When later challenged about this they claimed, “As stated in the MOR,
the serious in-flight situation was brought about by pilot incapacitation.” The systemic failure, that which
brought about the incapacitation, was again not examined ie no risk-assessment nor control of substances
hazardous to health (COSHH). These, and carriage of dangerous goods, were some the omissions that led
to the possibility that contamination with a toxic chemical could occur in the aviation environment. Ie the
CEO bypassed procedures that he knew were in place.

The outworking of policy are seen here to be distorted.

Discussion. The onus for investigating and defending accuracies in this case has been those of the pilot
alone. In his eVorts to warn of the dangers of errors in management decision-making he has been met with
structures that hinder the exploration of the safety issues. The AAIB stated that they,“. . . consider that
matter has been dealt with comprehensively by the CAA not INVESTIGATED comprehensively. You will
have to seek clarification from the CAA as to the processes they used to determine the causes and hence the
safety action they deemed appropriate.”66 Should this be the remit of a traumatized former employee?

There is to be further litigation in this case—funded by the pilot. He alone has been subjected to losses;
he is now disabled, traumatized, and the onus is on him to do the work that the public might expect the
Regulator to do on their behalf—expose and rectify the systemic safety failings that allegedly led to his
dismissal. Captain Stewart, mentioned earlier, stated that he had been made a scapegoat; the pressures on
the pilot in the current case are enormous. He considers that it is his army training alone that has enabled
him to carry on so far.

It is noteworthy that in an email from AAIB copied to author dated 10 January 2006, Incident to Islander
G-BLDV on 31 March 2001

“The only recommendation that the AAIB could have made in these circumstances (had the AAIB
been informed of the incident and started an investigation at the time) would have been for the CAA
to advice operators of the circumstances relating to the incident and warn of the associated hazards.
This however, has already been carried out by the CAA in their letter to operators.” However, this
CAAdecision-making and advice to operatorswas based on the aforementioned erroneous report.
While the pilot has requested, and been assured that a correct copy would be sent to him, an airline
that refuses to supply documentation to a court is hardly likely to supply it to a former employee.
The errors in the causal chain have not been identified nor rectified.

It has been argued that non-compliance with the court order was a commercial success. It is also the formal
point at which no other agency, or the public, could verify what had been happening in an airline that loses
so many crew in fatal crashes.

Psychodynamically, ‘Does the wider system inadvertently support lack of integrity?” While there was no
prior Risk Assessment, adherence to COSHH regulations nor a willingness to listen to an employee’s safety
concerns, there was also no prosecution or accountability, nor feedback from the pilot into the system. It

64 Convention on International Civil Aviation. Doc 7300/8 p 17. Eighth Edition 2000.
65 Their response was a circular to operators:—“Disinfectant kills bugs—hopefully not people!We have been made aware of a
possible serious problem by a recent occurrence report, which is still under investigation. As a result of foot-and-mouth
precautions . . . avoid allowing any such disinfectant to remain on one’s clothing.” (CAA) (148/364) A worrying aspect of the
CAA comments is the attitude of blame—that the pilot, intoxicated by a noxious substance supplied by his employer, is
described as being “happy” to continue the flight and may be interpreted by the company that they endorse the company’s
position. This wording is partially correct even if the “happiness” was chemically induced by a substance that had been carried
illegally. This hardly seems to be the correct choice of words in the circumstances—what it avoids saying is that the pilot was
too incapacitated to have a choice whether the chemical was to remain on his clothing and is being held responsible while the
employer’s action—the context—has no mention. Here the CAA are failing to adopt a systems approach. This is simply fire-
fighting an event without dealing with the fundamental causes.

66 Communication: email fromAAIB copied to author dated 10 January 2006. Incident to Islander G-BLDVon 31March 2001.
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is not known who advised the Secretary of State for Work and Pensions. He dismissed the pilot’s concerns
about bullying and intimidation without any process with the pilot; no discussion or feedback before
replying.67

This Case demonstrates how:

(a) airlines may unwittingly foster a risk-taking culture among its managers;

(b) it is the pilot who may be deemed to be culpable in accidents and incidents; and

(c) this is an inherently bullying dynamic.

Organizationally:

(d) management decisions influence safety (positively and negatively);

(e) non-reporting (or erroneous reporting) of incidents and accidents influence safety;

(f) standards may depend on the integrity of individual managers ie may be ad hoc and arbitrary; and

(g) the principles of human factors have been omitted from airline management obligations and may
be replaced by conflict, culminating in an adversarial attitude towards aircrew.

It notes that:

(g) CAA/HSE are not transparent regarding the human factors element of safety;

(h) Ministers may not understand systems theory and safety obligations;

(i) no one person/agency is monitoring the downside of deregulation;

(j) criminal oVences may be overlooked (No evidence found that HSE/CAA have prosecuted the
airline for breaches of safety regulations. Court Order was ignored.);

(k) the UK may be in breach of Article 38 of the Convention on International Civil Aviation; and

(l) there are management training deficits.

The US former Inspector General of Transportation, (Aviation), M Schiavo, among others, has noted
much that is wrong with safety in the aviation industry—the problem is, airlines don’t have to take any
notice of these observations or high-level research findings; few (if any) people in Government know how
to evaluate the problems. If a formerMinister in the UK can describe an active failure on board an aircraft,
as of “a minor nature”,68 if failures to observe health and safety regulations is “minor”, we need to remind
ourselves that the lives of all on board the aircraft were threatened—a reportable oVence—a lowering of
standards. Is this what was intended?

This paper began by stating that the architecture of a system has a profound influence on organizational
processes. This case, after processing by the airline itself, an Employment Tribunal, the CAA, HSE and
AAIB, hinged on an interpretation given by a Minister for Work and Pensions. At each stage legitimate
objections were raised by the pilot. The Tribunal agreedwith the limited number thatwere presented, but the
system allowed the airline to resist the judicial process, cover up its latent errors, send an erroneous report to
the CAA, and none to AAIB. This is a systems failure with no feedback loop to ascertain the integrity of
the system nor to provide justice for the pilot.

The case presented here demonstrates how the UK political framework of aviation, so criticized by the
Science and Technology Committee and others, is unworkable. This paper demonstrates how it may fail the
health and safety of aircrew. The theory oVered to explain this is that the architecture of the system is flawed,
demonstrated in the day-to-day decision-making that risks the health and life of aircrew and passengers.

A total revision and the integration of the various disciplines and agencies as a coherent whole would
improve the health and the safety of aircrew.

22 January 2006

APPENDIX 40

Memorandum submitted by the Single-Engine Turboprop Alliance (SETA)

1. Introduction

SETA is an industry lobby group representing manufacturers of single-engine turboprop aeroplanes,
current and potential operators of such aircraft and other parties with a direct interest in the issues relevant
to the commercial operation of these aircraft.

67 Letter dated 3 September 200(date Unreadable) to Captain Sayers from Minister of State for Work and Pensions.
68 Private letter.
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2. The Issues

The UK CAA is acknowledged as one of the leading aviation safety regulation authorities in the world.
As regards large civil airliners, it has produced a framework of regulatory activity and monitoring within
which the industry has achieved exceptional standards of safety. In this field (large jet airliners), the UK has
a recent safety record which probably places it second only to the USA in the world ranking1. To a large
extent, the staYng and emphasis within the CAA is to concentrate on this obviously important section of
the industry. As regards small aircraft and their operation, the UK safety record relative to other countries
is notably less good; there is less understanding within CAA of the realities of such operations and the
approach can be unreasonably heavy-handed and expensive to industry. This submission concentrates on
one current issue where the CAA is out of step with other major aviation countries and their position is
preventing the adoption in the UK of safety improvements now being realised elsewhere, precluding the use
by UK operators of safer, more eYcient and less polluting aircraft both in the UK and elsewhere in the EU.
Meanwhile, operators in seven European countries are permitted to use these aircraft commercially.

The particular issue of current concern on which we wish to focus is that of the commercial operation of
single-engine turboprops. For almost all practical operations in Europe, this requires their operation to
include flight at night and in Instrument Meteorological Conditions (IMC, ie in cloud or poor visibility,
without the ground being in sight). In 1948, when only piston engines were in use in civil aviation, the
International Civil Aviation Organisation (ICAO), which sets minimum standards for international flights,
required single-engine aircraft to operate by day, in VisualMeteorological Conditions (VMC) and such that
the aircraft could glide to a site suitable for a forced landing in the event of an engine failure. This was fully
justified in 1948. With the advent of the jet engine and, more recently, exceptionally reliable turboprop
engines, a class of modern single-engine turboprops have entered service. Requirements have been
developed allowing these aeroplanes to be approved for commercial operations at night and/or in IMC
subject to suitably high engine reliability, compliance with modern design requirements and enhanced
equipment, training and operational rules. Such operations are now allowed in the USA, Canada, Australia
and many other major aviation countries; indeed, countries representing the majority of the world’s civil
aviation activity have given such approvals to their operators. The UK CAA has resisted progress with the
European regulations and continues to do so in spite of clear and independent evidence that such operations
are safer than the comparable light twin-engine aeroplanes (mostly quite old) that UK operators are forced
to use. This is the current issue that we will use to support our proposals as regards the CAA. The details
are given in the full report, the synopsis of which is provided as an Annex: “Single-Engine Operations—The
State of Play”. (The full report has also been submitted for reference. All of the other reports referenced in
this report and in the “State of Play” are available if required).

3. ICAO

The International Civil AviationOrganisation (ICAO) proposedwork to amend and update its Standards
and Recommended Practices on a range of subjects in its Annex 6, Operation of Aircraft. Among these was
the issue of Commercial Operations by SingleEngine Turboprops. This issue was reviewed by the Working
Group of the ICAO Onerations Committee and new Standards developed, using, particularly, the draft
proposals for the European Joint Aviation Regulations (JARs). The CAA participated in this work raising
various aspects which found no favour in the Committee as a whole. The new Standards were developed
and approved by ICAO’s Operations Committee, Air Navigation Commission and Council, with minimal
change, in four years, from2001 toMarch 2005—fast by ICAO standards. TheUK raised an objectionwhen
the final proposals were circulated to all Member States, but it appears that there was no other problem
raised by the other 190-odd countries so that the new Standards come into eVect worldwide on 24November
2005. As is normal, it is expected that the great majority of States will amend their national regulations to
be identical or consistent with the ICAOwording. TheCAA’s position appears to be to continue not to allow
such operations, thereby preventing UK operators from using aeroplanes which have been shown, with
adequate statistical confidence, to be safer than the light twins that they will have to continue to use. No
relevant or valid criticism of the accident rate comparisons have been made by any of the countries involved
in this worldwide process and in the JAAWorkingGroup report the CAAagreed that the safety of the single
turboprops was better or equivalent to that of the comparable light twins now used in the UK.

4. JAA/EASA

The work by the European Joint Aviation Authorities (JAA) and now the European Aviation Safety
Agency (EASA) to produce new requirement proposals to allow the approval of suitable single-engine
turboprops at night and/or in IMC started in earnest in 1997. CAA was heavily involved in the Working
Groups, which included three sub-groups from 1999 to 2001, fielding a team or individuals for all groups
or sub-groups. The experts involved changed totally twice and there appeared to be no “handover” or
consistency in the lines taken. The number of meetings held was in the region of 33 and the costs to industry
of attending these are estimated to be around £450,000. The cost to the National Aviation Authorities
(NAAs) must be similar; in the case of the CAA, the costs, of course, ultimately again fall on the UK
industry. In the first years of this long process, the CAAwas virtually the only dissenting voice;more recently
at least two more NAAs have sided with the CAA.
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In the earlier stages of the process, CAA cited the Airworthiness Requirements Board and the Operations
Advisory Committee as having been consulted and claimed that they had received support for their policy.
These bodies (now disbanded) have, in the past, played a valuable role. In a case such as this where the issue
is highly controversial and industry and the Authority are deeply divided, the process is, we suggest, flawed.
Apart from the fact that the membership of the Board or Committee is heavily biased towards the larger
operators, the Paper presented is written by the CAA staV, presented by the CAA staV and defended by the
CAA staV; it is also confidential and not available to industry as a whole. It can hardly be expected
adequately to reflect the concerns of the operators and manufacturers involved, and thus a balanced set of
evidence is not available. On particularly controversial issues, the consultation process, we suggest, should
include a Paper from the relevant part of industry and probably a representative at the meeting to have the
opportunity to counter-balance any points claimed by the CAA staV.

A feature of the JAA, and doubtless the EASA, systems is that the main Committees (or “Sectorial
Teams”) delegate the detail to a system of Working Groups. These would explore controversial issues,
review evidence and try to produce proposals to resolve the diVerences. If National Authorities have
particular problems with the proposals, it is essential that they participate in the Working Groups, hear all
of the arguments and work to seek a solution. CAA has been a powerful and eVective voice in the Groups
and has often been constructive in finding solutions or compromise. However, in the last two years, they
have not attended some of the Group meetings and since they have more problems with the proposed rules
than any other Authority, this greatly reduces the value and cost eVectiveness of the meetings. One might
argue that an Authority with deep concerns about aspects of proposed regulations, and which does not
attendmeetings, justify its position andmake itself familiar with all of the arguments, should forfeit the right
to oppose the adoption of the proposed Final Rule (but this is unlikely to be accepted by the Authorities!)

The JAA process has dragged on for nine years, largely due to the resistance of the CAA. Even though
they have agreed the key comparative accident rate figures, they subsequently argue that there is “insuYcient
statistical confidence”. With the very high safety standards of modern aircraft, accidents or hazardous
events will inevitably be small samples. (The application of regulations relating to twin-engine aeroplanes
operating over long distances involving long periods to reach a suitable diversion airfield have to be based
on minimal numbers of “events”; that is the nature of modern regulations). Even though industry had
provided data on the statistical confidence of the accident rate comparisons, an independent aviation
statistician was employed to give a second opinion and this substantiated the validity.

5. Comparative Accident Rates

The data summarised in the Annex makes it clear that this is the core of the issue. The overall Fatal
Accident Rate for modern Single-Engine Turboprops is 4.27 permillion hours. That for comparable piston-
engined Twins ranges between 10 to 23 and for turboprop Twins between six and 20 per million hours. The
UK record for these twins is twice as high as that for the USA at around 20, which should alone be suYcient
incentive to allow safer modem aircraft. The UK operators are forced to continue using these twins even
though the evidence clearly shows that the modern single-engine turboprops used by most of the world are
two to three times safer.

6. Proposals

The issue of the commercial operation of suitable single-engined turboprops has been used to highlight
some of the problems with the CAA’s regulation of civil aircraft safety as perceived by industry and some
other JAA authorities. In the context of the EASA and common European regulations which are binding
by law, it is suggested that the CAA should:

1. Continue to participate fully in the development of European and international aviation safely
regulations, but workmore in partnership with its European brother Authorities, rather than pursue
a separate line.

2. Where it has major concerns regarding aspects of proposed regulations, give a high priority to
attendance at the relevant Working Groups.

3. Seek greater consistency in the line taken by its experts, particularly when circumstances require the
experts to be replaced on committees and working groups.

4. Ensure that its policies are consistent with the evidence agreed by its experts; (avoid giving any
impression of “don’t confuse me with the facts, my mind is made up”).

5. Be much more willing to adopt requirements that fully reflect ICAO SARPs.

6. Accept the importance of progress in the complex and lengthy process now facing European
regulations, and ensure that the CAA is not responsible for work being stretched out over nine years
at major expense to the industry and all Authorities.

7. In future consultation forums, invite papers and representatives on deeply controversial issues from
“both sides”, and not limit the (confidential) input to CAA staV only.

8. As regards the operation of light aircraft, adopt a lighter touch, placing greater reliance on other
Authorities work, as has been the case for airworthiness issues. This would greatly reduce costs.
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In the context of the single-engine turboprop issue, CAA should ensure that the fare-paying public have
the opportunity to fly in modern aircraft that have been shown to be safer and therefore:

1. Boldly propose to its European partners a finish to the endless and increasingly circuitous debate
and the immediate adoption of the ICAO SARPs into JAR-OPS and its EU successor, or, as second
best, adopt JAR NPA-OPS 29 in its latest form.

Reference

1. “Fatal Accident Rates forWorldRegions andCountries:Western-built Jet Aircraft Operations, 2000–04
inclusive”, Report RA/2005/05 Issue 1, 9 August 2005.

10 November 2005

APPENDIX 41

Supplementary memorandum submitted by the Department for Transport

When we met recently you asked for further details about progress on the European Aviation Safety
Agency (EASA), and in particular about the meeting on 9 February between Sir Roy McNulty, Daniel
Calleja of the European Commission and myself.

This was not a formal meeting so there has been no record prepared. It was an opportunity for the UK
and the Commission to share their thoughts at a senior level on the progress of the Agency, and in particular
for us to ensure that the Commission is fully aware of the problems, budgetary and otherwise, the Agency
is facing.

As Karen Buck said in her letter to you of 15 February, Sir Roy was able to go through in some detail
the areas in which he considers improvements are necessary, along the same lines that he covered in his
evidence to your Committee. These included excessive bureaucracy and delay for certification applicants;
overload on EASA technical staV, and the risk of administrative demands distracting their attention from
safety issues; the possible deplenishment of the reservoir of skilled manpower as the Agency gradually takes
over some functions fromNational Aviation Authorities (NAAs); the rigidities currently being experienced
because of the cumbersome and uncertain contract arrangements between EASA and NAAs; and the rate
of progress on the rule-making programme and standardisation. Overhanging all these issues was the state
of EASA’s budget, which is undermined by a Fees and Charges Regulation which in its present form is
structurally inadequate.

We then discussed how to orchestrate events in the coming six weeks or so, with the Deloitte Report due
to issue before the meeting of the Management Board on 16 March, and the need for that meeting to take
decisive action on the Agency’s 2006 budget and to set in train work to stabilise the budget for 2007 and
beyond. Since then the shape of the Deloitte report has begun to emerge. Deloitte will make a variety of
helpful recommendations about the Agency’s administrative processes and IT systems—with an active
programme of development this should help theAgency to sharpen itsmanagement information capabilities
substantially and improve its speed and standard of response to applicants for certification services. Deloitte
will also provide analysis of the Agency’s costs and revenues, which will confirm that the current budgetary
problems are largely the result of weaknesses in the Fees and Charges Regulation, and point the way in
which improvements can be achieved.

On the immediate issue of the 2006 budget a series of further discussions have taken place between the
key players, and there are now reasonable grounds for hope that the Management Board on 16 March will
be able to agree a series of measures to balance the budget for this year, without delaying or deferring any
certification projects.

Our work to help EASA become fit for purpose has many strands, and some of the improvements we are
seeking will inevitably take time. But I am encouraged by a number of recent comments from UK industry
that the Agency is making progress, and that the quality of service it is able to oVer is moving in the right
direction. If the eVorts over the remainder of this year to stabilise its budget are successful that will be
another substantial step forward.

We will continue to argue strongly that with the Agency and the NAAs all having significant roles in the
new European aviation safety regime, the key to making the regime a success lies in active and constructive
partnership between all the players. I know that we will have the support of the European Commission and
other Member States in pressing that view, and we will keep you informed of key developments over the
coming months.

17 March 2006
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APPENDIX 42

Supplementary memorandum submitted by the Civil Aviation Authority

Having seen a transcript of the evidence given by Mervyn Cranshaw of BALPA to the Transport Select
Committee on 11 January I realise that, in the supplementary information we provided last week, the CM
should have provided an additional note concerning research into issues to do with cabin air quality.

At the hearing on 11 January, issues were raised concerning research, and specifically the suggestion by
BALPA that the CM ignores the health and safety requirements of aircraft and cabin crew. It was also
suggested by BALPA that “very serious research” was being conducted by the FM in which the CM had
declined to take part. I should make you aware that the CM has been taking the following steps to address
this matter.

The Aviation Health Working Group, chaired by the DfT but supported by the CAA and the CMHead
of the Aviation Health Unit, has put all BALPA’s data to the independent Committee on Toxicity. The
purpose of that Committee’s review is to ascertain whether any evidence exists to link long-term health
eVects with exposure to toxic chemicals in theaircraft cabin. In research findings published to date, including
an investigation undertaken by the House of Lords Select Committee on Science and Technology (2000),
and CM sponsored research into fume events by Porton Down and the Defence Evaluation and Research
Agency (2004), no such link has been substantiated. However, the CAA’s mind is not closed on the matter,
which is why, supported by the DfT, this issue has been passed to the Committee on Toxicity to consider
the evidence available and we await their independent report.

As regards work in theUS, the FMhas funded some research but there are questions about the hypothesis
being tested (the research starts from a presumption of toxic eVects), the study design, and the
appropriateness of undertaking secondary research before proof of causation has been demonstrated. In
our view, the work being done in the UK is more likely to lead to valid conclusions on these questions than
is the research so far initiated by the FM.

1 February 2006
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