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Deputy S.G. Luce of St. Martin (Chairman)

Best behaviour for everybody, please. If anybaglyeaving, if you could do that
quietly. We will, just for the benefit of the reding, go round the table and identify
ourselves. | am Deputy Steve Luce, Deputy for Martin, Chairman of the

Economic Affairs Panel.

Connétable S.W. Pallett of St. Brelade:

Connétable Steve Pallett of St. Brelade.

Connétable M.J. Paddock of St. Ouen:
Michael Paddock, the Connétable of St. Ouen.

Director of Civil Aviation:
Director of Civil Aviation for Jersey and also fGuernsey.

The Deputy of St. Martin:



Thank you very much for coming today to speak to ¥8e, as you have already
heard, are conducting a review into the potent#iirsgy up of an aircraft registry in

the Channel Islands, whether that is Guernseyrseygeseparately, together or not at
all. We are trying to reach some conclusions ashat we think would be the best

way to move forward.

Director of Civil Aviation:
Certainly.

The Deputy of St. Martin:
| think best if | could just ask you to just give averview, in 5 minutes or so, of how
you have been involved in the project. We havel ngaur submission, which came

via the Chief Minister’s Office.

Director of Civil Aviation:
Yes.

The Deputy of St. Martin:

Could you just give us where you feel we are atntioenent? Obviously, we are in a
difficult position, because Guernsey have annourtbhatithey are going with a third
party. We are given to understand that at the nmbrdersey is still invited to the
table. | think there is still work to be done theMinister for Commerce and
Employment in Guernsey. So, if you could just gisesummary of where you see it

at the moment.

Director of Civil Aviation:

| do not want to review too much historically, Qust very quickly, the idea of
perhaps going forward with this in the Channel nd& or at least initially in

Guernsey, took hold towards the end of 2009. ibaded with a project of inter-

Island co-operation between the Economic Developmiapartment and the
Commerce and Employment Department. Such that ateating of this joint

ministerial group and officer level group, | propdsthat the development of an
aircraft registry for Guernsey should perhaps Ens#s a joint ... might be a good

candidate as one of the items on that agenda. atSthat meeting at the end of



November 2009, | made a presentation to the joatrdh as it was, and explained
what the registry was about. So, if you like, ittea sort of germinated from there.
During 2010, we did some joint work together, matarly in terms of putting
forward a joint pre-qualification questionnaire ahén formal invitation to tender for
a feasibility study to be conducted by an extercahsultant. That was indeed
conducted on cost, on time and on spec during tbetlms January to March 2011.
So, both administrations received the report aetiae of March. Then there was a, as
perhaps is indicated in Minister McNulty-Bauer’'somission, perhaps a breakdown
or diminution of the contact from about May lasagen terms of joint work. | was
directed from the Guernsey side - because, of epurBave 2 hats and sometimes
they are uncomfortable to wear - to proceed withsteps that would be needed to put
this in place. The first thing was to get Staterslorsement of it. So, the method in
Guernsey was to produce a States report on theaulyhich was duly delivered in
September. Interestingly, the resolutions fromnt teport, while giving a mandate to
proceed with the project from Guernsey’s perspectivalso included the ... directed
the Commerce and Employment Department to try ae#t a solution with Jersey or
if that was not possible in a reasonable timestteda to proceed on their own. So,
the option remained open through that resolutiask ia September last year. | have
kept my Economic Development colleagues aware ofness. It is quite a difficult
thing to be doing, but I did throughout this tim@f course, the States report itself is
in the public domain and is public knowledge. ®irthen Guernsey went through
another formal process to appoint a strategic pgrimecause already the model had

been set out in the States report.

[11:15]

It is very much an outsource model, relying on sxeexpertise to help, first of all,
develop the technical requirements that would bedeé to run a registry. Then
downstream of that, to operate the registry on bbefizhe States. Overseen, | hasten
to add, by the D.C.A. That is the model that waslimed in the States report and was
endorsed by the States in September. Proceedihgthét, | sought expressions of
interest from companies that | thought could be tapthe job of positioning
themselves as our strategic partner in that busiresd received 4 credible

applications, who were interviewed by the Commeane Employment Board, of



whom 3 were invited to a formal tender process witphroposal. The proposals, |
suppose, in project terms, we received were incefi@tline business cases for how
this thing would run. At all stages the option wagre and indicated to these
potential partners that this could be a Guernseystry or it could be a Channel

Islands registry run with Jersey. A difficult caput for people external to the Islands
to understand, it is quite difficult for people hiit the Islands to understand. But,
nevertheless, that was the story they had to wott. wAs you probably know, that

process was completed with a selection at the érfebloruary and then followed by

contract negotiations for 2 months where ... atethé of which, at the end of April,

SGI Aviation have been appointed as the strategitnpr. At all times, as | have

said, | kept the communication avenue open. Whdb Inot have is necessarily
political direction. That is pretty key to thiski of joint operation.

The Connétable of St. Brelade:

Just regarding, obviously, the choice or the pagyitof either a C.I. (Channel
Island) registry or Guernsey Registry, | am juskpig up on a comment you made
there that as D.C.A. (Director of Civil Aviationdif both Islands that sometimes you
find both hats uncomfortable to wear. Could yoplai what you mean by that and

do you see any conflicts?

Director of Civil Aviation:

Well, a potential conflict in ... my prime task &t D.C.A. is set out in the Civil
Aviation Law (Jersey) 2008 and the equivalent aemataw for Guernsey 2008. They
are the same responsibility. It is primarily thefesy regulatory oversight for the
airport and the airspace. That is my prime resipditg. This is a project in
addition. It is not a statutory responsibility &ue, but it is clearly in my area of
expertise and therefore that is why | am involvéthen it comes to co-operation
between the Islands on matters where there is dmtope you heard the Minister for
Treasury and Resources mention this - it is noagbveasy to find a smooth path
through when there are competing interests inrégiect. | would say that is where

the difficult is. In terms of my statutory functipthere is no difficulty.

The Connétable of St. Brelade:



Just on a comment you made, you are probably goiisgy you were misquoted, but
it has Fergus Woods comment: “Quite categoricdlig is a great opportunity for

Guernsey.” Now that, for me, would read: “Wellistis a Guernsey project. It is not
open to Jersey now to come in and take part in R you still see it as an open
opportunity as well for Jersey or do you think Gisgty’s got to the stage now where

they are going to go ahead with this regardlesshait Jersey want?

Director of Civil Aviation:

Well, | cannot answer that. Later in that medigget | said ... | think | pretty much
used an architectural analogy in terms of windond doors being opened. So, the
bit about Guernsey, okay, maybe | did say Guernskehad the project been at a
different stage, | would have been more than haggpyave said this is a great

opportunity for the Channel Islands. | was nonhgespecific in that respect.

The Connétable of St. Brelade:
As D.C.A. the door very much is open?

Director of Civil Aviation:
Technically the door is open, yes. As | have iathd, | am not the guy who makes
the decision on that bit.

The Connétable of St. Brelade:
Okay.

The Deputy of St. Martin:

We understand that you are in a difficult situatioday. Something that you said to
us ... when we had the briefing paper that cameouraChief Minister, there is a

paragraph here, from an aviation safety regulap@mngpective you say: “It would be

highly desirable that the aviation regulations dezeloped in single and consistent

code applicable throughout the Channel Islands.”

Director of Civil Aviation:

Yes.



The Deputy of St. Martin:

At the moment, we have separate codes. Is thieogea difference between the 2?

Director of Civil Aviation:
No. There are some detailed differences whichhan®r irritations to me rather than
to anyone else. But to the aviation public, asvére, the people who have to

negotiate the rules, it would make a lot of sehsgely were identical.

The Deputy of St. Martin:

Is this something that you would like to aim farespective of the registry issues?

Director of Civil Aviation:

Yes. A bringing together or greater consistendyvben the 2 requirements | will be
working on. There are a couple of drivers for th&@ne of them is the registry,
funnily enough, because there is a requirementakensome significant adjustments
to the Air Navigation Order to enable the regidtnytake place. That would be the

perfect opportunity to get rid of other inconsistiess at the same time.

The Deputy of St. Martin:

Further on in the same document - | have not pulgdvery many quotes, but there
are just a couple that | would like to refer toommgething that you say here: “The
territory concerned makes provision to cover farfull, all liabilities which would
arise or could arise from the running of registigthbdirectly and indirectly.” |
presume that that is sort of ensures ... you takensurance to cover you for every

eventuality?

Director of Civil Aviation:

To be honest, | think this is to do with the U.K(Wnited Kingdom) Department of
Transport - if you like, the U.K. Government’'s -que&rement on offshore registries
that they are not a liability on the U.K. in the ima In fact, most states who are
responsible for the registries do not insure thebilities or their responsibilities and
obligations in that case. We are talking primaabout accident investigation costs,
probably as the main contingent cost that coulsearMost do not insure, because the

states, as you know, do not insure everything. yTef-insure. Whereas, there is



one state, and only one state that | am awarehaf,does insure and that is Ireland
and they have insurance very specific, becausefd®yhey are quite exposed with a
large Atlantic seaboard for the potential for exgea aircraft accident investigation
costs, which they would be responsible for as #retory or the location of the

accident. Insurance is not a big feature in thgard, but it is a solution that | think

the Channel Islands would look towards.

The Deputy of St. Martin:

Further down, in the same section about safety magiilation, you say: “The

conclusion to be drawn is that the simplest sotutimay be for a Channel Islands
aircraft registry to be established under the ¢licison of law of either Jersey or
Guernsey, but not both, which has provisions enghiesident aircraft owners from
either Island to participate equally in the registr So, you are basically saying we
use one Island’s law and just put a small piec¢hen other one saying: “We also

accept registration elsewhere”?

Director of Civil Aviation:
Yes. It is about eligibility and it is about howraplicated you make it in terms of

setting it up.

The Deputy of St. Martin:
That leads me very tenuously to something thatsuggiested to us this morning. Do
you think there would be circumstances under a @é#latsland registry where we

could have 2 prefixes one for Jersey and one fardaey?

Director of Civil Aviation:

| think it might be possible. You have no doubtatly learned that any registry in
the Channel Islands would be a sub-register ofthe So, to an extent we would
have to persuade the U.K. Government Departmentrimsport that this would be a
good idea. There are some quite good aspects dhdugcause it identifies the
location of the source, if you like, of the airdrafSo, | think it is quite possible that

that could be done.

The Connétable of St. Brelade:



Leading on from that, that is a comment you maddeuryour safety, regulatory and
legislative aspects in the report you gave us, wete obviously here when we were

talking about the Cape Town Convention before.

Director of Civil Aviation:

Yes.

The Connétable of St. Brelade:

It does say in your briefing paper that the U.K.aissignatory to the Chicago
Convention and it is accepted that the U.K. sigreatextends the convention to
Jersey. Now, | know from some other documentatiovas looking at, the Cape
Town Convention or Chicago Convention was the prymsource of regulation
governing the registration of airplanes and aitcr&fan | ask you the same question |
asked previous interviewees this morning? Woulgkita good thing to sign up for the

Cape Town Convention? Is it something you seessaryg for Jersey?

Director of Civil Aviation:

Not necessary. It would be very nice to have. ffbeble is it is a convention and, of
course, Jersey or Guernsey cannot be signatoriesneentions, the U.K. would be.
The U.K., up until now, has not felt inclined taifa the convention because they
have national laws in place regarding security avable assets which are well
covered and replicated, if you like, by the seguinterests of people lending money
to buy these things. So, they do not have the.néfetthere is no push from industry
in the U.K. then there is not much likelihood oémh bothering with this particular
thing. | have asked the question of the Departroéfiransport, there is a clause in
the convention which enables a signatory to makectinvention applicable to sub-
territories. | have asked them to investigate #mat see ... if the Channel Islands was
therefore going ahead and wished to have the coioveapplicable here, could they

help us with that. So, that is a possibility.

The Connétable of St. Brelade:
It would have to be done through that route?

Director of Civil Aviation:



It could not be done direct.

The Connétable of St. Brelade:
It could not be done by us applying as a jurisdit®i

Director of Civil Aviation:

No, | do not believe so. On the other hand, weld/definitely need to have security
laws in place, which secured deposits of people wiere lending money on
moveable assets, which are different | believenay even be different as between
Guernsey and Jersey, but they are probably diffdrem the U.K. We definitely
need to replicate the safety, if you like, or tleewity that Cape Town gives. The
Cayman lIslands have done that. They have an oéstegistry, because they are an
overseas territory and they thought they couldyr#itie convention, but they have sort
of passed national laws to be equivalent. It isquite the same, but the protection is

there.

The Deputy of St. Martin:

We are trying hard, obviously, to work out the Gmanislands’ unique selling point
and why a registry here might make us more attradtian other jurisdictions. Do
you know the number of aircraft that are curremtiyned in the Channel Islands or

are registered in the Isle of Man, ball park?

Director of Civil Aviation:
Ball park. We did a survey at the beginning of @Opre-feasibility. We got
responses which indicated about 250 aircraft, betvibe 2 islands, or between the 3

island, there are a few in Alderney as well.

The Deputy of St. Martin:
This next question is far more difficult to answeo, you have any idea or inclination
as to how many of those 250 might reregister inGhannel Islands if we opened a

registry here? Or is the issue much bigger thahvinere you are?

Director of Civil Aviation:



There would be a number of drivers which would makateresting for owners on
the Islands to reregister and migrate from the UXreg or possible the F.A.A.
(Federal Aviation Administration) N reg to a Chahi&ands registry. Cost and
competitors will be one. So long as we have cortipetegulatory charges then that
will be a driver. It was alluded to earlier anccame in at the tail end of the
submission regarding changes of operational rutleg&urope, which are going to
affect members states and residents in membersstate® have a third country
registered aircraft, having to comply with full Bpean standards if they are
effectively resident within an E.U. (European Uniomember state. That is
something we can avoid, because we are not pafuaipe. Therefore, | think it
might be interesting for such residents and owrterbe on the Channel Islands
registry. That said, if they owned an N reg aificten they could make the same
beneficial provision. So, it is not an essentialveent. But there are a number of
reasons why local owners may wish to transfer. I€bjust say, | do not think that is
the real target area. | think that is somethirgg the would have to - we would be
obliged to - provide a service also to our resideat well as well as looking for

economic diversity. So, that is the reason. Theyeld not be the target audience.

[11:30]

The Deputy of St. Martin:
No, we fully understand that. Looking at the targedience then, what would you
perceive as the unique selling point of the Charsiahds over the other jurisdictions

that you could go to to register your plane?

Director of Civil Aviation:

Well, there are a number, and they are not allwsidput as compared to the Isle of
Man and Malta, which are certainly within our tirnene and geographic area. We
are out with the V.A.T. (Value Added Tax) ... navam not a tax expert, so | cannot
tell exactly what is going to happen. But, | kntvat the V.A.T. net is a really tight

one and you cannot escape its clutches very eaBily, for those clients who are not
operating or resident in the E.U. member statesattoidance of V.A.T. - and that is
a legitimate thing to do - may well be an intemggtihing for them to do. Therefore,

to purchase their aircraft and register it throaghon-V.A.T. liable state may well be

10



more interesting than having to recycle the V.AWhjch is the way they would do it
otherwise. But, | am not a tax expert and tharnsarea we need to ... needs to be
fully investigated. So, that is one. The othee®are to do with anonymity that an
offshore registry gives. The time zone we are waykn, which is much friendlier
than say a Caribbean one or a Far Eastern or Aameri§o, there are a number of
reasons why people would choose ... not least ttengs financial, reputational

position of the Channel Islands.

The Deputy of St. Martin:

Another subject which we touched on this morningiclwhmay well give us an
advantage over others would be the potential fortausake a different view on
fractional ownership. Could you just give us yopinion as to where we might go
with fractional ownership or is that outside of you is that a political answer rather

than a regulatory answer?

Director of Civil Aviation:

It is a very difficult area. E.A.S.A. (European iAtion Safety Agency) has already
decided that fractional ownership, where it is pu@one on that basis, results in
private flights, the flights being private not commial. Despite the fact that the
ownership link can be quite a tenuous one, you knfow the man on the street
saying, you know, got 100th share in an aircraft drey are paying something to fly
in it nevertheless. Even that is deemed to bevaterflight, because legal there is an
ownership through the share. But, there is notoureshat there is a general feeling
that that mode of operating does need some additmrersight, because there is a
certain presumed duty of care for the operatohat tase, even though the operator is
operating at the bequest of the owner. Most owmelisknow nothing about the
aircraft other than how they sit in it. So, itas interesting one. | think there is
potential there, but | would be very wary of takimg responsibility for a large factual
ownership operation, which you would routinely waatoversee properly, which

demands big resources to do it properly. We haveaticy on that.

The Deputy of St. Martin:

11



Would you be aware that anywhere else that they tmlimit on the size of the
fraction, if | can put it in that way. Would thebbe regulations in place that say: “Yes,

we will allow fractional ownership up to 50 separatvners or 20 separate owners”?

Director of Civil Aviation:

Yes. That is one way of ... you are moving fromictronal ownership towards cost
sharing and of course, the U.K. | think they useftgure of 4 or 5 as a sort of shared
ownership, rather than fractional ownership.

The Deputy of St. Martin:
Would it be fair to say then that if we took a drént view on shared ownership and
said we would be prepared to accept shared owmperghito maybe 20 shares or

something that would put us at an advantage?

Director of Civil Aviation:
It is possible. | have done no analysis on it] sannot really say. | think it comes

down to risk.

The Deputy of St. Martin:
What you are saying is that fractional ownershipamething that needs to be looked

at very carefully before you go down that road.

Director of Civil Aviation:

It does. The F.A.A., for instance, have createdhale specific part for the regulation
of fractional ownership. So, it does not fall ingore private general aviation, it does
not fall into their other parts for commercialigta standalone. They realise that there

is a need to look at it.

The Connétable of St. Brelade:

So, we could develop it as a unique selling pairgame regards?

Director of Civil Aviation:

It is possible, yes.

12



The Connétable of St. Brelade:
Knowing that there are some cost elements and mes@lements to the back of that

for any registry.

Director of Civil Aviation:

Indeed. Provided that the outcome of that was ttiatoperation is deemed to be a
private operation, because that is a key, if yka,lscoping element of the registry to
be.

The Connétable of St. Brelade:
Just in regards to having our own registry, C.l.Jersey or Guernsey registry ...
obviously we had a small accident at the airpentiosis but nevertheless, no injuries.

Director of Civil Aviation:

Yes.

The Connétable of St. Brelade:

In terms of investigating that in future if we hadC.l. registry, who would that fall
under? Would it fall under ourselves or wouldtill §e investigated in the same way
it is at the present time?

Director of Civil Aviation:

Unless there was a change to the law specificat then | would expect the U.K. Air
Accident Investigation Branch still to be desiguohtas the chief investigator of
accidents for the Channel Islands. | do not seepaish for that to change from the
U.K. That individual body is designated as suchdilb overseas territories, for the
Isle of Man, for Gibraltar. | do not see any ptsithange that. What there is a push
towards is to, if you like, ring fence the activégych that there is no financial liability
on the U.K. Government for the cost of that acyivitThat is going back to the

insurance point. We would have to find a solufionthat.

The Connétable of St. Brelade:
Do you see us developing an industry around aihiess and some of the technical

aspects of plane maintenance?

13



Director of Civil Aviation:

It is a potential growth area. The trouble is we aome distance from U.K.
mainland, if it was U.K. based aircraft. So, tlstcof coming here may exceed the
savings that could be made in a competitive sitmatiNevertheless, there are ... | am
not saying it would not be. | think the very fablat you have a registry could
encourage other aviation activities and associatddities to take place, particularly
the provision of services to the executive jet hiagd for instance, and particularly
aircraft management where that is a high value, flaotprint type of activity, which
is more and more being done on behalf of aircrafters, because they simply do not
want the hassle, do not need the hassle of neggtiabund all the technical
difficulties and requirements there are.

The Deputy of St. Martin:
If 1 could just go back to fractional and sharednewvship, can | just ask, there will be
rules and regulations under that subject?

Director of Civil Aviation:

Yes.

The Deputy of St. Martin:
| do not suppose they would, but | want to askgbestion, would they come under
safety regulatory legislative aspects or is that?tals that something which is

financial and outside of ...?

Director of Civil Aviation:

No, it is primarily to do with the safety regulayaspects.
The Deputy of St. Martin:
So, the rules and regulations to be passed dowregerds fractional or shared

ownership would come from yourself or your deparimender safety regulation?

Director of Civil Aviation:

14



Yes. We would have to take a view on ... wellafi like, a risk view and also what

would be acceptable to ...

The Deputy of St. Martin:

So that is quite clear. So, there would not be stgpe for different ... either Jersey
or Guernsey to take a different view on that?t dame down from the C.l. overview
... if it is under the C.I. umbrella and you todle tview that shared ownership would
be this and fractional ownership would be thathbisiands would have to accept
that?

Director of Civil Aviation:
The same, yes.

The Deputy of St. Martin:
The same?

Director of Civil Aviation:

Absolutely.

The Deputy of St. Martin:

That is very clear. That is good.

The Connétable of St. Brelade:

Just another comment that you made in your briepager was: “State registry
obligations also include stipulation of air wortbgs and safety oversight, physical
inspection of aircraft and accident and incidentestigation.” From an expertise
point of view, how much of that would we have tongrin? Does it exist in the

Island at present?

Director of Civil Aviation:

My idea is that a lot of it does not exist on Islaat the moment. It is not always the
most efficient way to have someone full-time doitigt, because it would not
necessarily be a full-time activity. So, the iddaoutsourcing is to achieve the most

efficient use of resources. In other words, applym when and where they are

15



needed and not be paying for them when they ar@ewded. That is the way that |
will be seeking to resolve the resource requiremdiie hope would be that we could
find expertise on the Island who could take on miasponsibilities and indeed
conduct airworthiness activities and others ovétsagtivities on the Island on behalf
of the operation. But, initially, | think that ntig not be the starting point. | think

there is certainly an opportunity to develop traaaskill.

The Deputy of St. Martin:
Any registry that is set up in the Channel Islahdguld imagine ... certainly I am
aware that Jersey would need to pass primary &wisl for that. Would that be the

same in Guernsey?

Director of Civil Aviation:

Indeed, yes. That, in effect, is a requirement tha U.K. Government is placing on
us. | know it feels a little bit uncomfortable,tlthey are insisting that they retain a
certain level of control, because it is a sub-tegis They want to ensure that the
arrangements for setting up the registry would dtesfactory to them. So, they have
said ... and one control mechanism they have imga$Well, do it through private
legislation” because they then have an input. dther technical aspect is they have
insisted that a full safety assurance of it woukl dbnducted before operations
commence. That would be conducted by their ownnagethe Civil Aviation
Authority, on their behalf.

The Deputy of St. Martin:

Would you have any idea how long, physically, ig@ng to take? If we decided to
move forward immediately how long would the legisla take to write and get back
from the Privy Council? Then if the C.A.A. (Civllviation Authority) wanted to ...
would they review it while we were waiting for b be passed back or would they

have to wait for it to be implemented before theyld inspect it?

Director of Civil Aviation:
| think they could be inspecting while we were wagtfor the Ministry of Justice to
do their business with the Privy Council. Thatyigically a 4 or 6 month period. So,

there is quite a window of potential inactivity ¢me legislative side that could be

16



used usefully to look at safety assurance, for gtam So, | think the drafting ... |

mean, ideally if we could start straight away welldchave a draft legislation going
through the States at the end of the year andwieeare looking at a 6 month gap. In
that 6 month gap, at the beginning of next yeathér development of the technical
requirements and the safety assurance of it. iBhast the best timescale we could

achieve, the middle of next year, but more liketd ef next year.

The Connétable of St. Brelade:
You do say that that is a major amendment to thetieg Civil Aviation Law. Is any

of that work currently being carried out? Or amestarting from scratch?

Director of Civil Aviation:

Guernsey law drafters have undertaken an inithaere and scoped what they think
needs to be done. | am aware that Jersey legkingraor Economic Development
have set aside legal drafting time in next yeartf@t. Beyond that there is not
anything else being done.

The Deputy of St. Martin:

At the moment we have 2 legislations and they wdubth need to be changed
separately to accommodate. Would they be bothgdthm such a way as they both
read exactly the same or would that not be posbitause the underlying legislation

obviously is different? So, do we have to writeeparate pieces of law?

Director of Civil Aviation:

| think there would be a strong argument to aligg tather unique Guernsey approach
to the way it is done here. That is Civil Aviatibaw setting out enabling and powers
and so on and then the detailed technical reguistio the Air Navigation Order,
which is how it is set out here and typically hdawsidone in the U.K. It is the model
that has been used. So, there would be a straggtoalign them that way. Thereby
end up with certainly identical Air Navigation Ordeexcept that they would probably
be talking about Jersey here and Guernsey therat oBherwise they could be
identical in all respects. There is no reason wbiy The overseas territories have

identical Air Navigation Orders for all their diffent territories.
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The Deputy of St. Martin:
Getting back to something you said and | mentigmediously when we were talking
about conclusion, you said: “To be drawn as a sengalution. Channel Islands

aircraft are essentially established one jurisdicti

[11:45]

Could we change the primary legislation in oneridland in the other Island you just
write a very short piece saying: “We will now actégland B’s legislation as our

own.

Director of Civil Aviation:

We need a lawyer to tell us what that solution widug and we have not done it yet. |
really think if we can find a mechanism to do thgt is the way to do it, to establish
the registry in one Island and have an approppegee of legislation that commits the
other one to be doing the right things in assammatvith it. Because to try and do
parallel work, | have not been able to work out hiowdo that. To build 2 parallel
buildings and then join them at the top is whatare trying to do. Otherwise it does
not seem a very easy thing to do. But | may ballyotvrong. | cannot think of any
other examples that are at the moment. There Fewedent.

The Deputy of St. Martin:
No, we were talking about that this morning. Weéhan interesting ... well, pan-
Channel Islands co-operation needs to move forwaithink everyone is convinced

that that will happen.

Director of Civil Aviation:
That is true, yes.

The Deputy of St. Martin:

While we might be working to together on physicadjects like, for example, let use
the Energy from Waste Plants where we might take thaste and burn it, we have
not yet got to the point where we are looking gidition, where we use legislation

together and things like this. Okay, we have yelfigs one of the pioneers ...

18



Director of Civil Aviation:

But that is a functional level, yes.

The Deputy of St. Martin:

Yes, it is functional. But, we were ... as | saig were talking about it this morning,
the possibility that this might become a bit ofeattcase, inasmuch as there may be
legislative areas where we have to come togethaitamay well set the framework

for things that follow on afterwards to look at.

Director of Civil Aviation:

Indeed. Well, we are looking at potentially theation of a pan-Island entity, which
would be responsible equally to both and have ecpraimitment for obligations from
both.

The Deputy of St. Martin:

It is exciting and frightening at the same time anobably in equal measures.

Director of Civil Aviation:
| am sure if we went to a lawyer, they would berewsore frightened, because they

probably see a lot more of the problems than we do.

The Deputy of St. Martin:
| just wanted to reiterate and get your views as, thut the setting up of registry over
here, this is really a rhetorical question, ther@é question of compromising safety

here in any way, shape or form?

Director of Civil Aviation:

No. One of the selling points, it is not a uniguree, would have to be high standard
of technical oversight, because that is what owoégsrcraft want. They want to be

sure that there asset is required to be and istbaltter well. When you are talking

about a $50 million asset, you do not want it labledter by some shady process.
They are looking for high quality and high reputatjurisdictions in which to operate

from.
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The Deputy of St. Martin:

Do you see the use of the third party - as in¢hgse at the moment, SGI - as the party
that would continue to operate the regisidyinfinitum or are they are stepping stone
that might allow us in 5 or 10 years or so to ofeethe registry ourselves with our

own local people.

Director of Civil Aviation:

First of all, I do not think that scenario would thee target position. 1 still think an
outsource model will remain the most efficient aubt effective one. But, to be
clear, the arrangement with SGI Aviation is uniguehe public/private partnership
arrangement in the fact that they are investinfrot. The downstream requirement
for them is a long-term relationship where they caooup their costs through
revenues of the registry. Now, they are takinghim vernacular, a punt on this. Itis
as much in their interest that it succeeds as ini®ours, of course. But, the
commitment needs to be long-term, obviously, widt gut clauses in the event of
poor or inadequate performance. But, again, kstthat success is in equal shares,

both parties have a real strong interest in it sadag long-term.

The Connétable of St. Brelade:
In terms of support SGI, if they are the body the¢ used, and you mentioned,
obviously, having good facilities for aircraft, whiafrastructure do you see Jersey

needing to provide in the short/medium term tosasgith that.

Director of Civil Aviation:

To assist in establishment?

The Connétable of St. Brelade:
To assist in establishment and ... | am thinkinghaihing like hangarage, good

guality hangarage and that type of thing.

Director of Civil Aviation:
Okay. Well, once the registry is established, mrcgpating the establishment of one,

yes, | think there are areas of aviation activitljichh may be able to benefit from
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increased activity. So, the provision of handlgggvices for executive jets, possibly
the existence of maintenance facilities, which db exist currently in Jersey. Well,
you do have some space at Jersey airport, whidonsething Guernsey does not
have, and a longer runway. So, while not evergrait that is registered here needs
to come here and most of them probably will notmeaf them will and having the

space to deal with them is always an advantage.

The Connétable of St. Brelade:
You see that investment being provided by an inm@ted by Harbours and Airports?

Director of Civil Aviation:
Yes. That would be for the Airports and Harbowrsapitalise on the activity.

The Connétable of St. Brelade:
Put their business model together and drive thatdad in that direction.

Director of Civil Aviation:

Yes.

The Deputy of St. Martin:

| do not want this question to sound too negatiug, | am trying to just get to the
bottom of problems or areas, which we might finfficlilt, things that we might look

back, if we go ahead, in 5 years’ time and thinkiish we had thought about that.”
Are there any particular areas of setting up astegiwhich you would focus in on

immediately and say: “If we are going to do it, neve to make sure this is right” or:

“That is going to be 100 per cent” or is it the Whthing that has to be ...?

Director of Civil Aviation:

Well, it is the whole thing. But, | have identidi€ major downsides we have to deal
with. The air accident investigation one, how wsalve that has to be solved. ltis a
contingent liability, 1 should say, and it only sg6 in the event of an accident, which
involves high cost to investigate, not to recovarer or anything else, that is covered
by the insurance of the aircraft. Nor were weitajkabout public liabilities, because

that again ... or accident compensation, thesalaseparate insurance issues which
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do not involve specifically the registry. But, wave to consider the fact that we
could have a large business jet go in somewherekgow, deep water, many miles
from here, it could be anywhere in the world, arela@uld, as state of registry have
responsibility, at least shared responsibility, floe accident investigation costs. In
fact, accident investigation is primarily the resgibility of the state where the

accident happens, but of course there is an awfuflinternational water. So, then
you look at other states, state of registry, stéteperator, state of manufacture, all of
these have an interest and ultimately are likelyaee a share.

The Deputy of St. Martin:
Is there a priority list? If you find yourself imternational waters, under these
circumstances, does the registry come ...

Director of Civil Aviation:

| think state of registry comes quite high aftettstof location.

The Deputy of St. Martin:
Right, it does.

Director of Civil Aviation:

Yes, yes. That is what we have to insure. Thathg, as | mentioned earlier, Ireland
has taken out their liability insurance policy, tjgs mitigate their liability. But it
costs them a lot. But our risk profile is complgtdifferent, the type of aircraft we
are operating are private and not commercial op&tand funnily enough our
location, we do not have | do not think dangeroukdgp seas or our territorial waters
are not that wide. So, | think our risk profiledsferent, but it is not yet quantified.

The feelers are out to try and get a figure on that

The Deputy of St. Martin:

| am just thinking now, you mentioned private ammercial and there is a grey
area, from what | can see, a small, slightly gresaaetween the 2. Do you, as a
regulator, have the ability to move the bordersveen wherever you change from

corporate to private and from corporate to comna¢amd ...?
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Director of Civil Aviation:

Well, the chances are we ...

The Deputy of St. Martin:

... adopt a flexible ownership ...

Director of Civil Aviation:

We would adopt the sort of agreed definition. 8d{.0.(?) has a definition for
commercial air transport and so does E.A.S.A. Bhmpean safety regulator. So, we
would use their definitions and work on that. Véao say, there may be operators in
the room, but if they wish to be they can be téyribventive about how they avoid
being ... or some operators can be, | am not sayirgpme operators can be quite
inventive about how they avoid their activity beidgemed to be commercial or
transport, because there is an increased costs tef the oversight and the approval
requirements that are placed on commercial operatut, | have to say these are not
activities that we want to be involved with. Starglard definitions for these things
and what is deemed to be commercial air transper¢ kvould be deemed to be

commercial air transport in Europe or anywhere.

The Deputy of St. Martin:
That is what we need, black and white and no greasa If we have standard

definitions then we are going to be using those.

The Connétable of St. Brelade:
Just going back to the air accident side again, iymuntioned potential insurance

possibilities.

Director of Civil Aviation:

Yes.
The Connétable of St. Brelade:

You say some work still needs to be done on tlisg ef it. Can you put a timeframe

on that? In regards to bringing this forward, ineasonably short period of time, is
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that a potential risk that we could not find aletpotential problems with that or

identify them and make sure that we are covereshiadequate way?

Director of Civil Aviation:

The work is happening at the moment with variowssirance ... not just brokers, but
agents, to get to the bottom of this particulauéss It is not a big current insurance
activity. So, it is new work. The thing is thelipg of the U.K. Government, as
stated by the Department of Transport, regardifighofe registries, suddenly means
that there is the potential for a new line of besmfor insurance. Now, | am not an
insurance expert, but the fact that all of the sgas territories who are currently
operating offshore registries will be obliged tonmamstrate to the Department of
Transport that they have the means of covering pibiential cost of an aircraft
accident investigation. It means that if they aoé already they should be looking at
insurance as a possible solution. So, there iarkahbeing created there, potentially.
The alternatives are one of the States health ensuor create some sort of
contingency fund. To be realistic, the choicesrarewide, but insurance seems to be
the obvious way, even just to mitigate the contirigebility not necessarily remove

it entirely. But the work is being done to try aget to the bottom of it.

The Connétable of St. Brelade:
Yes, but presumably a caveat of the sub-registithas there is no liability to the

bigger body, i.e. the U.K.

Director of Civil Aviation:

To the U.K. main, exactly.

The Connétable of St. Brelade:
So that is why we need to ensure that if thereavasjor accident that they are not in

any way liable for it.

Director of Civil Aviation:
Yes. They will provide, through their accident @stigation branch, the resources to
conduct the investigation in accordance with curtaws and obligations. But, they

do not want to have to be paying for it. It iootatly grey area at the moment. There
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are no arrangements for Bermuda to pay the costIdB. (Accident Investigation

Board) going to visit the site of their air acciteeat the moment.

The Connétable of St. Brelade:
So, in terms of insurance costs, at the presemt W are totally in the dark as to what
it might be?

Director of Civil Aviation:

We are in the dark. It would form part of the fitasiness case, which, under the
States report, will be looked at by the Departnadnireasury and Resources as a sort
of stop/go point in the process. | guess, we widlthrough a similar process in
Jersey, if that was the case. It is, to an ex@miappetite for risk and how the state

would deal with it.

The Connétable of St. Brelade:
How do the Isle of Man deal with that?

Director of Civil Aviation:

They do not. Just like the other overseas teregor It is currently not ... and this is a

policy which is being applied to existing registritom 1st January next year. So, |
do not know what their solution is. They are gbdting out feelers, to the same

people, about an insurance solution. | have spa&etme D.C.A. there and he is

slightly cagey about it. But | asked the questoyear ago, because | knew this was
coming along and was dismissed, not interestedyv Nmis interested.

[12:00]

The Deputy of St. Martin:

He has no option. He has to get interested noes, ¥ne can safely assume that the
premiums are not going to be 2 and 6 and a couplelass bars. It would be

substantial amounts of money.

Director of Civil Aviation:
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Yes. As | said, our exposure and profile will bery different from Ireland, but
Ireland seek to provide a £75 million cover, aggtegper year. They self-insure for
10 per cent of any cost, plus the first million &rl suppose it is in their case. But
their premium is in the order of €400,000.

The Connétable of St. Brelade:
Presumably the cost of any of this would be recede¢hrough the registry through a
charge, which ... but then again, if we are goiog the route all jurisdictions are

going to provide it or will have to provide it ...

Director of Civil Aviation:
Yes, well, all offshore jurisdictions.

The Connétable of St. Brelade:
Yeah, it should be an equal playing field in maegards.

Director of Civil Aviation:

Yes. But there will be a sort of dis-benefit t@ tbompetitiveness of the registry if
they have to impose quite a high insurance levyit agre. But, | do not think we

will be looking at £75 million worth of cover antle terms would be quite different.
We do not have an answer yet, but | think ther® s®lution. Were you interested in

cabotage?

The Connétable of St. Brelade:

Go on then.

The Deputy of St. Martin:
Is there anything you would wish to tell us abcalv@tage?

Director of Civil Aviation:

Nothing that is relevant to this session.

The Deputy of St. Martin:

26



That is a hugely diplomatic answer. | wish we Inaoke answers like that. Fergus,
can | thank you for coming in today to speak to Yaur information has been very
valuable and we look forward to looking back oves words when we get them back
to make sure we have a full comprehension of whathave told us this morning. |

think it is fair to say that we all, on both sid#fghe water, and | know you sit over in
Guernsey, but look after the Channel Islands, veecmite enthused to what could
happen here. It will be interesting to see howcare move forward, but we may well

be meeting again soon, you never know.

Director of Civil Aviation:
Sure. Can | just maybe reiterate something theid#infor Treasury and Resources
said?

The Deputy of St. Martin:

Yes, we have a minute or 2 ...

Director of Civil Aviation:

It is about focus, because | have been directatbtoertain things in Guernsey with
regards to this project and, to be fair, they Hasen done. What we need to see is the
same level of clear direction and focal point fesponsibility for getting these things
done here as well, for it to move on. That, | khihas been the drag on the project,

overall.

The Deputy of St. Martin:

Yes.

Director of Civil Aviation:
That is an opinion and it is just ...

The Deputy of St. Martin:
We are aware from reading reports that the toirdjfaming from a Channel Islands
and then a separate, and then a Channel Island&aechsey now appear to be on

their own, it is difficult to make a financial cak® Jersey going on their own as well
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and duplicating the same thing side by side soeclogether when we could be

working together on it.

Director of Civil Aviation:

| am glad you mentioned that, because again | clombis project from a technical
perspective. My interest is in the safety asswaside. Obviously, the reason for
doing it is economic diversity and drivers to tl®®omy. The start point is ensuring
we see off our obligations as the state, if yowe.likResponsibilities in having a
registry, in terms of safety oversight. If we caive these issues then the other thing
will happen, | am sure. But it is how we put theistures in place to get that right in
a pan-Channel Island context. | do not quite te¢ do not see how it can be done.
That needs people sitting down to cover over teahair job, their task, to provide a

solution for the pan-Channel Island structure.

The Connétable of St. Brelade:
The Minister for Treasury and Resources broughhesingle point of responsibility.
Looking from where you are, where do you see iha?l Do you see it within E.D.D.

(Economic Development Department) itself or ...?

Director of Civil Aviation:

Well, probably. Probably broader than E.D.D. butérms of a project manager, we
need to find someone who has project managemedid. skiam more than happy to
do it and | would expect to be fully involved ashaical adviser to that group,
ultimately, the senior user of it, because onehefliig products from that project is
the delivery of the law changes, which | would sng on a day-to-day basis. So,
there is certainly a role for me on that, but netessarily as project manager, | hasten
to add.

The Connétable of St. Brelade:

The lack of a project manager or just the failarédve a single point, do you see that
as being one of the major causes of the on-goiteyddt has been mentioned today
that this has been talked about since 2005. Dotlimk it has just been looked at

with too broader a brush and ...
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Director of Civil Aviation:
Yes, | would say, in summary, that what it boilsmiioto. You need someone whose

job it is and whose responsibility it is to delitbat project, whatever it is.

The Deputy of St. Martin:
Does that person exist in Guernsey? Has that persisted in Guernsey for the last

18 months?

Director of Civil Aviation:

Yes, it has been me.

The Deputy of St. Martin:

| see, okay.

Director of Civil Aviation:

That is the thing, in Guernsey, | was directed dotltht. | was not directed to do it
here and in a way it might not have been ... thenyuthing is | work from the
Commerce and Employment Department in Guernsey,chwhs roughly the
equivalent of the Economic Development over he8e, Economic Development is,
because of the drivers for this project, the riglace for it, but | work for a Chief
Minister here. But, the Chief Minister, | am sumould be more than happy to

provide his resources in the form of me to thajewp as much as | could help.

The Deputy of St. Martin:
That certainly has given us something to think alaoyway.

Director of Civil Aviation:

| am sure.

The Deputy of St. Martin:
You might have to change your passport and comeligadin Jersey for a few
months. Right, once again, Fergus, thank you waugh for coming today. Thank

you everybody else for attending. | close the inget
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Director of Civil Aviation:
Thank you very much.

The Connétable of St. Brelade:

Thank you.

[12:06]
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