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CATSA CORPORATE PLAN 2016/172020/21

These documents are being submitted in accordance with section 125 of the Financial
Administration Act (FAA) and summarize the Corporate Plan, Operating Budget, and the Capital Budget
as approved on February 23, 2017.

In accordance with section 153 of the FAA, information that if published could be detrimental to the
commercial interests of the Corporation has not been included. Similarly, aviation-security sensitive
information has not been included in this Summary.

The French version of this Corporate Plan is provided for translation purposes only. In the case of any
discrepancy, inconsistency, inaccuracy, ambiguity or contradiction between the wording of the French
version and the wording of the English version of this Corporate Plan, the wording of the English version
shall prevail.
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EXECUTIVESUMMARY

In accordance with the Canadian Air Transport Security Authority Act(CATSA Ac}t, CATSA is responsible
for providing effective and efficient screening of persons who access aircraft or restricted areas, the
property in their possession or control, and the belongings or baggage that they give to an air carrier for
transport.

CATSA is an agent Crown corporation, fully funded by parliamentary appropriations and accountable to
Parliament through the Minister of Transport.

CATSAG6s mandate consists of four areas of aviation sec!

1 Pre-Board Screening (PBS): the screening ofpassengers and their belongings prior to their entry
into the secure area of an Air Terminal Building (ATB);

1 Hold Baggage Screening (HBS): the screening of passengers checked (or hold) baggage to
prevent the boarding of prohibited items;

1 Non-Passenger Screening (NPS): the random screening of nonpassengers accessing restricted
areas at the highest risk airports; and

1 Restricted Access Identty Card (RAIC): the program which uses iris and fingerprint biometric
identifiers to allow non -passengers access to the restricted areas of airports.

This Corporate Plan is a comprehensive fiveyear outlook that identifies how CATSA will meet its
obligations as described in legislation. Each year, CATSAeviews its past performance and results,
analyzes its complex operating environment, and identifies key issues, opportunities and challenges that
could impact the organization over the planning period.

In 2015/16, the OAG presented its final Special Examinationreport to CATSA in which it concluded that
CATSAprovides reasonable assurance that its assets are safeguarded and controlled, its resources are
managed economically and efficiently, and its operations are carried out effectively. CATSAagreed with
eachofthe OAGO6s seven r ec oimaondracdta meeting themavithcan expected completion
date of March 31, 2017. This is a significant accomplishment for CATSA since he last Special Examination
in 2006.

As further detailed in chapter 2, the following key challenges have been identified over the planning
period:

Growing Passenger Volumes and Increasing Wait Times

In 2010/11, CATSA screened approximately 47.7 million passengers at designated airports.By the end of
2016/17, CATSA is forecased to screen 61.8 million passengers. By 2020/21, passenger volumes are
expected to reach approximately 69.5 million. The hourly billing rates for screening also continue to rise.
However, the funding provided in Budget 2010 did not allow CATSA to maintain the service level it
achieved in previous years, despite significant screening efficiency improvements.

Due to the increases in passenger volumes and rising billing rates, in 2014/15, CATSA worked with
Transport Canada (TC) on funding options to mitigate the impacts to wait times. Subsequently, CATSA
received one-year additional funding of $26.8M in 2015/16, and $29M in 2016/17, to deliver an average
wait time service level of approximately 85% of passengers screened within 15 minutes at Class |
airports. Funding for 2016/17 also supports the implementation of One Stop Security and screening
requirements associated with airport economic development plans.
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Given its current reference |l evels and expected p
Wait Time Impact Model is forecastinglonger passenger wait times in 201
declining purchasing power starting in 2017/18.

CATSA will continue working with Transport Canada on mitigating these impacts.!
Enhanced Non -Passenger Screening

Budget 2014 provided three-year funding f or @rhanSedl BIRS program to meet TC requirements.
This funding envelope ends after 2016/17. CATSA continues to work with Transport Canadaon a longer
term funding strategy for 2017 -18 and beyond.?

Screening Officer Professionalism

CATSA expects that screening officers maintain the trust and confidence of the travelling public by
providing an excellent level of customer service from the beginning of the screening process to the end,
treating all persons with care, courtesy and respect as part of a positive and secure air travel experience.

CATSA has maintaned high passenger satisfaction rates, of 81% to 83% , and has a relatively small
percentage of passenger complaints. In fact, as passenger volumes rose in 2015/16 over 2014/15,
CATSA6s complaints per 100,000 passengers declined.

Nonetheless, CATSA will continue to develop and promote customer service with the screening workforce.
CATSA and its screening contractors will continue to educate its screening officers that customer service
is reciprocal - displaying more professionalism will lead to a higher level of respect from passengers.

Cost Recovery

In October 2014, with TCS support, CATSA entered into a Supplemental Screening Trial Agreement with
the Greater Toronto Airports Authority (GTAA) which allowed the GTAA to purchase additional screening
services in the form of supplemental screening lines staffed with four screening officers using available,
unfunded screening capacity. This agreement was set to expire on March 31, 2017. The GTAA is
generally satisfied with the agreement to date and has expressed a desire to continue purchasing
additional screening hours past March 31, 2017. CATSAhas received TCO s s ugngpi®extending the
Agreement to March 31, 2018.

On July 28, 2015, the Government of Canada announced new regulationsto allow airports that do not
have access to security screening services from CATSA tmbtain them on a cost recovery basis. The new
regulations allow smaller, non-designated airports to invest in screening servicesin order to provide
passengers with connecting flights to larger airports, while enhancing the security of the aviation system
in Canada. CATSA continues to work with TC in creating a feasible solution for implementing cost
recovery.

Relationship Management
In executing its mandate, CATSA works closely with key partners and stakeholders within the aviation

industry, including airport authorities, air carriers, industry associations, various elements of travel and
tourism industries and international security partners such as the U.S. and the European Union. The very

!Note that subsequent to the approval of CATSA6s 2016/ 17 Corporate

with Transport Canada to determine the impact on the corporation.

Note that subsequent to the approval of CATSAO6s 2016/ 17 Corporate

with Transport Canada to determine the impact on the corporation.
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nature of CATSAOs e@daysadcasoimdelivesing @s séctrisy saleanmyng services is
contingent upon its relationship with partners and stakeh olders.

Over the planning period, CATSA will continue to focus on maintaining excellent relationships with its
partners and stakeholders, with a particular emphasis on airport authorities and screening contractors.

In anticipation of passenger growth, a irports take on terminal expansion projects as part of their business
plans. Consequently, they make requests to CATSA for additional screening lanes to augment their
capacity. One example of such is the Calgary Airport requesting additional screening lanes as part of its
airport expansion project. The new International terminal at the YYCCalgary International Airport has
allowed CATSA to showcase the best screening configuration to date as it provides the opportunity to
design a screening checkpoint that integrates all successful pilots and trials into one location, without
existing space constraints, with the deployment of CATSA Plus lanes.

Service Delivery Model

CATSA operates under a thirdparty business model. It realizes its mandate by contracting the delivery of
screening services to private screening contractors. These contractors are responsible for employing the
screening workforce and performing screening operations at designated airports in Canada.

As CATSAG6s Airport Scr eeni nwereSetto expire endMarshgdt, 80d MEAT$As
explored available contracting options and refined its ASSA renewal strategy. Following an analysis of
renewal options, and based on the operational success of the current service delivery model, ASSA
contracts were renewed for a five -year term, starting on April 1, 2017.

(ASSA:
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CATSASTRATEGICPLANNINGFRAMEWORK

CATSAMandate

In accordance with the Canadian Air Transport Security Authority Act (CATSA Ac},
CATSA is responsible for providing effective and efficient screening of persons who
access aircraft or restricted areas, the property in their possession or control, and the
belongings or baggage that theygivet o an air carrier for t
provide a professional, effective and consistent level of security screening across the
country, in accordance with the standards set by TC.

Vision

CATSAbGs vision is to exXWeevilachiave carivisionthroagh:s p

9 Our service: We provide the best possible passenger experience and deliver
value to Canadians with an optimal use of our resources;

9 Our people: We are engaged, committed and succeed through teamwork; and

9 Our partnerships: We work in collaboration with partners to generate mutual
benefits and improvements.

Strategic Goals

Securing Funding
Passenger -Centric Innovation

(2016/17- Improving Customer Service
2020/21) Refreshing Technology
Relationship Management
§ Securing Funding
§ Working with TC on operationally effective long-term funding options
§ Enhanced NonPassenger Screening
§ Cost Recovery
§ Passenger -Centric Innovation
§  Security Screening Effectiveness
§ Testing New Concepts
§ Calgary Air Terminal Expansion
Priority Activities § Improving Customer Service
(2016/17- § Screening Officer Professionalism
2020/21) § Transparency
§ Broadening Screening Officer Knowledge
§ Refreshing Technology
§ HBS Recapitalization
§ PBS Recapitalization
§ Relationship management
§ Airport Authorities
§ Screening Cotractors
§ PostDeficit Reduction Action Plan Adjustments
§ Performance metrics will be monitored through the Corporate Dashboard
Monitoring § CATSA will prepare anannual review of initiatives and progress

§ Non-sensitive information will be publicly reportedi n CATSA®&s Annu
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1.0 CORPORATHEPROFILE

In accordance with the Canadian Air Transport Security Authority Act(CATSA Ac), CATSA is responsible
for providing effective and efficient screening of persons who access aircraft or restricted areas, the
property in their possession or control, and the belongings or baggage that they give to an air carrier for
transpor t oali€tégrdvidetagprofgssional, effective and consistent level of security screening
across the country, in accordance with the standards set by TC.

CATSA is an agent Crown corporation, fully funded by parliamentary appropriations and accountable to
Parliament through the Minister of Transport. Supported by screening contractors and their screening
officer workforce, CATSAOGs mandat e dectedpoescreen 61.8 mibion passengers<apd their
belongings in 2016/17.

This Planis a comprehensive five-year outlook that identifies how CATSAwill meet its obligations as
described in legislation. It has been updated from the 201 5/16-2019/20 Corporate Plan to reflect changes
in plans and priorities. The activities outlined in this document have been refined based on direction
received by CATSAOs <SBeandiofoDirectora Mhis -gearelantis basaddon current
conditions, which may evolve over time, given the complex operating and regulatory environment that
CATSA works within Accordingly, CATSA will adapt its strategy to the changing conditions.

1.1 MANDATE ANDRESPONSIBILITIES

CATSAO6s mandate consists of four areas of aviation sec!

1 PBS: the screening of passengers and their belongings prior to their entry into the secure area of
an air terminal building;

1 HBS: the screening of passengers checked (or hold) baggage to prevert the boarding of
prohibited items;

1 NPS: the random screening of hon-passengers accessing restricted areas at the highest risk
airports; and

1 RAIC: the program which uses iris and fingerprint biometric identifiers to allow non -passengers
access to the restricted areas of airports.

In addition to its mandated activities, CATSA has an agreement with TC to conduct screening of cargo at
smaller airports. This program was designed to screen limited amounts of cargo during off -peak periods
and involves using existing technology and resources.

For more information, please consult the About Ussectionof CATSAd6s website, Aomalt he mos
Report.


http://www.catsa.gc.ca/about-us
http://www.catsa.gc.ca/corporate-publications
http://www.catsa.gc.ca/corporate-publications

CATSA CORPORATE PLAN 2016/172020/21

1.2 MISSION ANDVISION

CATSAds mission is to protect the public by securing cl
assigned by the Government of Canada.

CATSAOGs vision is to excel in air transport security.

1 Our service: We provide the best possible passenger experience and deliver value to Canadians
with an optimal use of our resources;

Our people: We are engaged, committed and succeed through teamwork; and

Our partnerships: We work in collaboration with partners to generate mutual benefits and
improvements.

f
il

1.3 LEGISLATIVE ANOREGULATORYFRAMEWORK

Responsibility for civil aviation security in Canada is shared among several federal government

departments and agencies, as well as air carriers and airport operators. CATSA, as the civil aviation

security screening authority for Canada, is regulatedby TCC Canadabés desi gnated national
security authority.

CATSA is subject to domestic legislation, regulations, and procedures in the way that it conducts business
and screening including:

The CATSA Act

The Financial Administration Act(FAA), Part X;
The Aeronautics Act

Canadian Aviation Security Regulations;
Screening Security Measures; and

Standard Operating Procedures (SOPs)

E I I ]
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1.4 PROGRANMACTIVITY ARCHITECTUREPAA)

In accordance with the TBS Policy on Management, Resources and Rsults Structures, CATSA6s PAA anc
Strategic Outcome are al i gn e dObjectivetof Sedurdy a@dpportunittnie nt of Cq
additionto TCb s St rategic Outcome of a ASafe and Secure Trans
presented in the illustration below. 3

Transport Canada

Strategic Outcome:

A Safe and Secure
Transportation System

[

Transport Canada
Program Activity:
Aviation Security

CATSA
Strategic Outcome: Screening programs at
designated Canadian airports protect the
travelling public.

CATSAd6s PAA allows the organization to continue refini.|
its performance measurement framework in order to continually improve its operations to attain its
strategic outcome.

% Please note that CATSA refers to Internal Services as Corporate Services.
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1.5 GOVERNANCE

Accountability Relationships

In accordance with the CATSA ActCATSA is structured as an agent Crown corporation with a Board of
Directors appointed by the Governor in Council on the recommendation of the Minister of Tra nsport.
CATSA reports to Parliament through the Minister of Transport, and works with TC to ensure regulatory
compliance.

Board of Directors

The Board is composed of 11 membersi one Chair and 10 Directors. There are four positions for

industry nominees; two must be nominated by representatives of the airline industry and two must be

nominated by representatives of airport operators. All Directors are independent of management. Lloyd

Mc C o o mb éysar térim asrChair of the Board expired on October 4, 2016. Since the expiration of Mr.

Mc Coombdés term, Peter Wallis has been acting as Vice C|

The Board of Directors has a number of ongoing responsibilities, including the following:
i Ensuring the fulfillment of the corporationds ma
i Establishing the corporationds strategic directi
safeguarding the resources of the corporation by approving annual reports, capital and
operating budgets, and major new project proposals.
Drafting, amending or repealing corporate by -laws (Financial Administration Act s.114);
Approving CATSA6s Corporate Plan for recommendat
Monitoring corporate performance;
Approving the President and CEO6s objectives for
Performance (CATSA Acts.17);
i Ensuring the principal ri sks of CATSAO6s business
to manage these risks have been implemented; and
1 Reviewing and approving managementds succession

=A =4 =4 -4

For more information on i@lding Board Cahmitteeg] please vidi the Board or s ,
of Directorssecti on of CATSAO6s website.

10
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CATSAOGs Senior Management Team

Angus Wat t Bresidanteandr@hief Executive Officer (CEO)expired on January 3, 2017. Currently,
CATSA is led by the President and CEO, Mike Saunderson an interim basis until a permanent
appointment is made by the Government of Canada. Mike Saunders issupported by a Senior
Management team, as shown below:

For

website.

CATSAOGs Seni or Man a (g eisitahe Exedutiva Teanpsreocftii loens ,0 fp |CeAaTsSeA 6 s

1.6 THIRD-PARTY SCREENINGVIODEL

CATSA operates under a thirdparty business model. It realizes its mandate by contracting the delivery of
screening services to private screening contractors. These contractors are responsible for employing the
screening workforce and performing screening operations at designated airports in Canada.

Since November 1, 2011, the following companies are responsible for delivering screening services at
designated airports in Canada:

f
f
f
f

Pacific Region: G4S Secure Solutions (Canada) Ltd.;
Prairies Region: GardaSecurity Screening Inc.;

Central Region: Garda Security Screening Inc.; and
East Region: Securitas Transport Aviation Security Ltd.

These five-year performance-based contracts gave the organization the opportunity to improve airport
screening management and to deliver more efficient, effective and consistent screening services that
better balance high levels of security and excellence in customer service.

The current Airport Screening Services Agreements ASSA$ were up for renewal as of March 31, 2017.
Following an analysis of renewal options, ASSAcontracts were renewed for a five-year term, starting on
April 1, 2017.

Further details on ASSA Renewal are discussed irChapter 3.

11
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1.7 CATSAPERSONNEL ROLES ANDRESPONSIBILITIES

In 2016/17, the organization employs approximately 439 indeterminate employees, including five
executivesi one CEO andfour Vice-Presidents, all of whom are non-unionized. This is a reduction from
513 employees and six Vice-Presidents in 2012.

Of the current total, approximately 145 positions exist in the regions, and approximately 294 positions
are located at its headquarters in the National Capital Region.

Compensation Strategy

CATSA offers a package of group benefits to its employees, which include healt, dental, and disability
insurance plans. CATSA recognizes the importance of workplace welbeing as an important factor in both
the recruitment and retention of employees. As the group benefit plan sponsor, CATSA is responsible for
establishing and modifying the plans and developing policy. It also sets the terms and conditions relating
to eligibility, premiums, contributions, and benefits. Its benefit plan is administered by Sun Life Financial
Canada. In addition to a comprehensive benefits and compensation strategy, CATSA has a host of human

resources policies and programs designed to support it

mandate from government. Some of these key policies are outlined below.
Pension Plans

As announced in Budget 2013, the Government of Canada committed to aligning the pension plans of
Crown corporations with key features of the Public Service Superannuation Act (PSSA)n support of this
commitment, CATSA reviewed the costsharing principles for its pension plan. CATSA closed its defined
benefit plan to new members as of June 30, 2013.

Given the circumstances around the closing of its defined benefit plan, CATSA believes its approach to
achieving equitable cost sharing is fair and reasonable. As a result, CATSA will continue to seek a
deviation from the approved pension plan directive.

Alignment with TBS Policies

Travel and Hospitality

On July 16, 2015, Crown corporations were directed by the Governor in Council to align their policies,
guidelines and practices with Treasury Board policies, directives and related instruments on travel,
hospitality, conference and event expenditures in a manner that is consistent with their legal obligations.
Crown corporations were also directed to report on the implementation of this directive in their next
Corporate Plan.

I n December 2015, the Board of OfawekHospialts Coafprences v e d
and Event Expenditures Policy CATSA considers itself to be in alignment with the Treasury Board

standard. CATSA has also confirmedthat its proactive disclosure of travel and hospitality expenses is

aligned with the Treasury Board standard for expenditures incurred commencing January 1, 2016.
Additionally, CATSA has published its updated 7ravel, Hospitality, Conference and Expenditures Policyon

its website.

12
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2.0 OPERATINGENVIRONMENT

CATSA is a security organization mandated by theCATSA Actto operate screening programs that are
effective, efficient, consistent, and in the public interest. Each year, in order to successfully execute its
mandate and as part of its annual strategic planning process, CATSA analyzes its complex operating
environment and identifies key issues, opportunities and challenges that could impact the organization
over the planning period.

As part of the ongoing assessment of its operating envi

revi ews t he or genalpeafamance and ey risks & linBrimidecision making in the short
and long term, including the strategic direction CATSA will take over the next five years.

2.1 CORPORATHPLANNING PROCESS

The diagram below presents an overview of CATSAS Corporate Phn Process.

Phase 2: Phase 3: Phase 6:
Direction Engagement Phase 4: Phase 5: Senior
from BoD and with TC and Internal Financial Management

Senior Central Consultations Exercise and Board
Management Agencies REVEW

Phase 1:
Examination

Phase 7: TC
and Central
Agency
Feedback

Phase 8:

Board Phase 9:

of Operating Submission

Environment Approval

To start the Corporate Plan process, CATSperfoansissmi nes pr
annual environmental scan for strengths, weaknesses, opportunities, and challenges, and updates the

Corporate Risk profile. The findings of the operating environment review are used to produce a starting

point for the Board of Directors discussion in order to define key strategic goals. Once this discussion has

taken place, the Senior Management Committee establishes the priorities, or key activities, for the

planning period.

Next, CATSA meets withTC, the Treasury Board of Canada Secretariat the Privy Council Office, and the
Department of Finance to present the general strategy, and to collaborate on the approach and timelines.
CATSA also seeks input fromTC for direction on policy issues impacting its operations. During this same
timeframe, CATSA conducts meetings with each Branch to seek input on how strategic initiatives will be
conducted, and what success looks like. Internal discussions are heldto identify strategic projects and
performance indicators are established for each identified initiative as part of Branch Plans, which have
been re-introduced to meet a 2015 OAG Special Examination recommendation

In phase 5, C AdFlhande team engages each branch to define budget requirements for the upcoming
fiscal year and prepares the five-year financial plan. Branch budgets are aligned with strategic
management discussions and the results of the budgeting exercise are incorporated into the financial
analysis chapter of the Corporate Plan.

CATSAOGs Senior Manage me ndraft Caoporaté Rlan beéore it is sent & the Boartl
Directors and TC for review. Following TCs review, a revised version of the draft Corporate Plan is
provided to Central Agencies Once the Central Agencies have had the opportunity to provide feedback ,
C AT S Board of Directors approves the final Corporate Plan, and the organization then submits it to the

13
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Minister of Transport so that it can be submitted for Treasury Board approval with a recommendation
that it be approved by the Governor in Council.

2.2 PERFORMANCIVMEASUREMENT

Performance data on CATSAO6s operations is gathered and
Directors through the Corporate Performance Dashboard on a quarterly basis. The dashboard serves as a
management tool in setting the corporationds strategic

line operations and in identifying and addressing performance issues as they arise.

This section presents an analysis of the key variables that management and the Board of Directors focus
on each quarter to make decisions. Management and the Board of Directors pay particular attention to
measures of effeciveness, as security is CATSAG6s top priority.

2.2.1 Pre-Board Screening Wait Time Service Level

CATSAGs PBS Wait Time Service Level is the percentage ¢
number of minutes to be screened at Class | airports.

CATSA does not have a government mandated service level standard for passenger wait times. However,

to ensure CATSAO8s resources are allocated in an effici
used as a planning tool.* In 2012/13, CATSA was aHe to screen 96% of passengers waiting 15 minutes

or less.

CATSAOGs purchasing power for screening hours decreased
due to increasing screening contractor billing rates. In other words, with the same amount of money, and

even with no passenger growth (hypothetical scenario), CATSA will not be able to purchase the same

number of hours year after year (i.e. declining purchasing power). Coupled with rising passenger

volumes, this has resulted in passenger wait times increasing in 2014/15.

Passenger 2013/14 2014/15 2015/16

WaitTime | Q1 | Q2 | Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
% <15 mins | 96.8 92.3 89.1 87.9 86.5 86.9 86.2 85.9 89.9 87.6 88.8
% O 15 3.2 7.7 10.9 12.1 13.5 13.1 13.8 14.1 10.1 12.4 11.2
# O 150, mlooam| 1.15m | 1.23m | 1.45m | 150m | 188m | 1.97m | 1a7m | 1eem | 1.28m
(Class | only)

In 2015/16, CATSA received additional funding of $26.8 million in order to ease pressures on wait times,
and allow the organization to achieve a service level of approximately 85% of passengers screened in 15
minutes or less. The percentage of passengers waiting 15 minutes or less is shown in the graph below,
with the 2015/16 wait times in orange:

4 CATSA uses wait time thresholds which are represented as X% of passengers waiting Y minutes or less, where Y is in five minute
increments, as a planning tool.
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Monthly Wait Time Service Level - Class | Airports
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2.2.2 Security Effectiveness

CATSAOGs dfectiveness it measured by the ability of screening officers to identify and prevent
threat items from entering the sterile area, while consistently applying standard operating procedures
(SOPs) to ensure the integrity of security procedures. Given the sensitivity of this performance category,
its associated results cannot be included in a public document.

2.2.3 Passenger Throughput

Passenger throughput has been one of the primary PBS eficiency metrics for CATSA over the pastten
years. This metric can be defined as the average of highest counts of persons screened at a screening
line per hour when the line is busy. While the definition of passenger throughput generally remains
consistent across international jurisdictions, there are significant differences in how this value is
calculated.

C AT S épbnzal throughputlevels ( whi ch represent CATSAds capability und
are typically used for international benchmarking) have increased significantly sincethe 2010 CATSA

Review. This can be witnessed in the throughput increase from Q3 to Q4 2010/11 below. Operational

trials for the evaluation of new processes, technologies and tools were developed and introduced to

enhance screening operations.
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period (Q2) combined with the reduction in the number of X -ray images due to reduced layers of clothing
(e.g., coats, jackets), tend to increase throughput d uring the second quarter.

Gains in efficiencies through process improvements and regulatory changes have allowedCATSA to

substantially increase the number of passengers processed per hour. CATSA continues to strive to

improve every aspect of its operations, where feasible.

2.2.4 Efficiency

Operational efficiency is determined by how many passengers can be screened with every dollar paid to

CATSAOGs screening contractors. With e-untcogtoflsireeringel se bei
passsnger s, the more efficient CATSAOGs screening activiti

Overall, CATSA has observed adecrease in Screening Contractor Payments per passenger, since 2011/12.

As part of CATSAOGs efforts to support ofg@didatimhad mi ti gat e
looked into other mandated activities for possible efficiencies for potential reallocation to PBS

2.2.5 Passenger Feedback
CATSA is committed to improving the customer experience at screening checkpoints and continues to
emphasize that excellence in security can be enhanced by passenger facilitation. CATSA regularly collects

feedback from passengers using on-site random intercept surveys at Class | airports.

CATSA has been able to maintain arelatively steady passenger satisfaction kevel since 2011, as
demonstrated in the chart on the next page.

16



CATSA CORPORATE PLAN 2016/172020/21

Passenger Satisfaction with Core Service Elements
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As noted above, passenger satisfaction with screening officer conduct has been relatively steady since

2011. Passenger satisfactionwith the speed of being processed decreased and passenger complaints

increased throughout 2013/14 as passenger wait times increased duetoCATSAd6s decl ining purc
power. Once CATSA received supplemental funding for 2014/15, passenger satisfaction and complaints

per 50,000 passengers subsequently leveled off. This leveling off may also be somewhat attributed to

passengers becoming accustomed to slightly longer wait times than what CATSA haddelivered in

2012/13 and prior years.

Overall, the number of complaints CATSA receives is relaively small. Even after significant increases in
the number of passengers screened (57.7M passengers in 2014/15 compared to 47.7M passengers in
2010/11), complaints are trending at approximately 1 per 50,000 passengers.

CATSA takes passenger complaintsrery seriously. In order to further reduce passenger complaints,
CATSA tracks the nature of complaints and issues policy and procedure clarifications to screening officers
when the organization notices reoccurring situations. Complaints regarding screening officer conduct are
addressed through a formal performance management process where specific events and incidents,
including unprofessional conduct are discussed and individual remediation measures are put in place.
Compared to 2014/15, 2015/16 saw fewer overall complaints as wait times went down.

Passenger satisfaction and screening officer conduct continue to be areas of focus over the planning
period, and further details can be seen in chapter 3.
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2.3 ENVIRONMENTAISCAN

An i mportant el ement of the planning cycling is an anal
security environment. The main focus of the external environmental scan exercise was to identify
external determinants that may have an impact, bothposit i ve and negative, on CATSAG®GS

prioritize these items in order to inform the strategic planning process.

C AT S @ddpsrate Planis influenced by the current environment and the period of uncertainty the
Corporation faces:

Strengths Weaknesses
1 Good stakeholder relationships 1 Flat reference levels combined with increased
1 Innovation capacity operating costs
1 Office of the Auditor General (OAG) Special
Examination Results
Opportunities Challenges
1 HBS Recapitalization 9 Increasing passenger wait times
1 Development of PBS Wait Time Options 1 Cost recovery
1 Uncertainties in planning for NPS beyond April 1,
2017
1 Weak Canadian dollar
I One Stop Security (OSS)
1 Airport Economic Development Plans
Known Unknowns
The Canada Transportation Act Review was tabled in Parliament on February 25, 2016. CATSA has
reviewed the recommendations and findings contained in the Report with regards to Airport Security
Screening: Governance and Performance. CATSA is working closely with Transport Canada to address
these recommendations.
Strengths

2.3.1 Stakeho Ider R elationships

The environment in which CATSA operates is highly integrated, with many different entities T airport
authorities, air carriers, law enforcement agencies i assignedto specific security responsibilities. From
the scheduling of flights, p assenger checkin, screening of passengers and baggage, baggage handling,
loading of checked baggage, or to boarding of aircraft, all of these processes must operate smoothly and
seamlessly to ensure the effective and efficient movement of people and goods. This integration requires
a high degree of communication and coordination between CATSA and its security partners to not only
ensure the effective and efficient screening of passengers and baggage, but to ensure the continuous
movement of the system. Delays at one airport can have ripple effects across the entire system.

CATSA recognizes that its relationships with these partners are critical to the overall performance and

success of the aviation industry and in the day-to-day success in delivering its mandate. In addition, the
organi zation6s ¢gov EATSA Atigequires gcresningtb be@ffectivet effident,
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consistent and in the public interest. As a result, in overseeing its operations, CATSA is committed to
maintaining collaborative working and strategic relationships with industry partners by:

1 working to staff its PBS checkpoints to mirror passenger volumesto the extent possible within
available resources

1 sharing information, including operational data, with all major airports;

1 enhancing emergency protocols and contingency plans; and

1 engaging on enhanced NPS.

Starting in 2013, CATSA began its Strategic Relationship Management Program as a way to enich the
or gani z dationships@rsd sucaess with stakeholders. An integrated approach was created to ensure
consistent messaging and knowledge and information sharing throughout the organization.

The most notable aspect of CATSAOG6s rel at withsceédnings wi t h
contractors and airport authorities to ensure the most effective use of available resources. CATSA uses

Boarding Pass Security System(BPSS data, as well as historical passenger volumes and peak times,

combined with throughput capabilitie s to collaboratively plan screening hours with the screening

contractors and airport authorities. Tools and procedures are routinely reviewed, adjusted, and

documented, with an overall outcome of optimized screening contractor scheduling.

2.3.2 Innovatio n Capacity

Whilesecurity is CATSA6s top priority, the organization c
ways to improve the organization 6s screening effectiveness, efficiency,
has adopted a strategic approach to innovation, relying on proven products that have been successfully

trialed, can be certified, and perform in a live environment, while obtaining v alue for money.

In 2015/16, CATSA has implemented or is in the process of implementing the following initiatives:

Manual Split Lanes

In 2014/15, a trial was conducted at the Toronto Pearson International Airport that installed manual
split lanes on screening lines to improve security through enhanced care and control by physically
separating items requiring search, as well as ease passenger flow at the checkpoint. Checkpoints
where the trial was conducted saw increases in peak volume throughput, impr oved processing
times, and exceeded passenger satisfaction targets. The changes employed in this trial have been
found to reduce the congestion of the main screening line and have allowed CATSA to conduct
multiple searches in the separate area, allowing for better care and control, while passengers who
do not require additional search were able to leave the checkpoint efficiently. The trial was deemed
a success and CATSA has proceeded with national deployment.

By the end of 2014/15, CATSA has implemented Manual Split Lanes at checkpoints and lanes with
adequate space at all Classl airports as well as Fort McMurray, Victoria, Saskatoon and Quebec City.
Remaining deployments, at smaller checkpoints, are expected to be completed by the end of
2016/17.

Harmonized Trusted Traveller (HTT) Expansion

Foll owing | ast ye aHTd soncephat theofidelbusiest Tramsbarder chelkpoints,
CATSA intends to implementthe expanded Trusted Traveller categories to thirteen
Domestic/International checkpoints. From a customer perspective, this will help standardize the
experience of Trusted Travellers in Canada, regardless of destination.
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X-Ray Time Limits

CATSA trialed Xray time limits in 2014/15 with a goal of addressing part of the bottleneck at the X-
ray within the PBS process. The concept providesX-ray operators with a time limit for analyzing an
image. If a decision to clear the item cannot be taken within the time limit, the item is sent to a bag
search officer for further analysis. This is primarily intended to reduce instances of excessive image
analysis time which has been shown to negatively impact flow through the X-ray. This concept only
functions on screening lanes equipped with a Manual Split Lane as it provides additional space at the
back to take items out of the primary stream and allow cleared bags to flow. This way, bags

requiring additional search are taken off the primary lane, and passenger flow is facilitated.

CATSA tested various time limits to determine the optimal level which permits improved flow
through the lane while not overloading the search area. The trial, which ended in February 2015,
indicated that there is value in establishing a time limit for X -ray image analysis during peak hours.
Results were analyzed and CATSA deided to proceed with national implementation of this concept.

In addition, CATSAhas trialed or is in the process of trialing the following initiatives in 2015/16 and
beyond:

20

Parallel Divestiture

Parallel divestiture is a concept currently in use in several European airports. With this trial, the
current divest areas on screening lines were modified to create stations allowing multiple passengers
to divest concurrently. The design of this concept r equired that the screening lane has a manual split
lane and sufficient repack space to allow for bins to flow out of the X-ray continuously. This trial
went live September 2015 at the Toronto Pearsoninternational Airport . Three lanes were set up
with each having four parallel divest stations and manual bin return systems.

Queue Management System (QMS)

The Queue Management System (QMS) trial was conducted at the Edmonton International Airport
and strived to enhance PBS efficiency without negatively impacting security effectiveness or
customer service. It builds upon previous CATSA projects to bring together multiple concepts into a
system which can be measured and assessed.

QMS involves the installation of tracking sensors and eGates at PBS to automate: the collection of
wait time data, boarding pass validation, access to screening lanes and load balanchng between
screening lanes at a checkpoint. Passengers selfscan their boarding pass at one of many eGates
which validates the boarding pass and selects a screening lane fa the passenger.

The trial demonstrated a high level of acceptance from passengers (96% positive or neutral) and
demonstrated strong potential of automating functions. Leveraging lessons learned from the trial,
CATSA released RFPs for purchase of eGates and tracking sensors which will be further assessed in
2016/17.

Full Body Scanneras Primary Screening

CATSA is conducting a trial atthe Toronto City Centre Airport using the full body scanner (FBS)as
the primary screening tool in lieu of the Walk Through Metal Detector (WTMD). The objective of this
trial is to determine the impact of this change on passenger flow and security effectiveness. The trial
started in August 2015 and ended in January 2016. CATSA will work with TC to examine the
possibility of greater use of FBS at primary at select airports. Before this concept is contemplated as
a permanent solution with larger deployment across the system, consideration should be given to
the fact that such a conversion would require CATSA tosubstantially change its concept of
operations and incur significant capital investments to procure new units.
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Checkpoint Convergence

As CATSA strives to integrate new concepts and optimize each checkpoint, it faces unique challenges
with each airport. CATSA isplanning a new initiative to achieve national checkpoint convergence
based on the CATSA Plus model which will be modularized and scalable based on the unique
conditions of each checkpoint.

Many of these initiatives have been successful; other trials will continue to undergo further testing to

refine operational procedures. Overal,th e maj ority of CATSAOG6s trials are | ea
and are being considered for national implementation, where feasible. Over the planning period, trials will

continue to be identified and implemented where possible. If trials are deemed successful, there is

potential to incorporate them into CATSAG6s operations.

2.3.3 Office of the Auditor General (OAG) Special Examination Results

Under the Financial Administration Act CATSA is subject to a special examination at least once every 10

year s. This examination i s u s esgstentsoand dpeattiees providee thewh et her
organization with reasonable assurance that: its assets are safeguarded and controlled; its financial,

human and physical resources are managed economically and efficiently; and that its operations are

carried out effectively.

The Special Examination began in 2013/14 and the OAG has presented its final report to CATSA in June
2015. The OAG recognized significant improvement since the last Special Examination in 2006. It
concludes that CATSA provides reasonable assurance that itsassets are safeguarded and controlled, its
resources are managed economically and efficiently, and its operations are carried out effectively.

CATSAagrees witheachof the OAG6 s seven r ec oinandrac & méetng themawitidan
expected completion date of March 31, 2017. Responding to the Special Examination recommendations
helped inform the preparation of this Corporate Plan. In particular, CATSA updated its business planning
process with an emphasis on prioritizing projects and conducting branch planning.

Weaknesses
2.3.4 Flat Reference Levels Combined with Increased Operating Costs

Since Budget 2010, CATSA has not been funded to fully address increases in screening contractor billing
rates and rising passenger volumes; its ability to purchase screening hours has declined.

For 2015/16, CATSA received incremental operating funding for PBS with a target service level of 85% of
passengers screened in 15 minutesor less. This funding has allowed the organization to achieve a service
level where approximately 89% of passengers are screened in 15 minutes or less. CATSA achieved a level
of service higher than its target of 85% of passengers screened in 15 minutes or less as a result of the
reallocation of screening officers from NPS to PBS. As part of the enhanced NPS program, additional
screening officers were hired in preparation for the implementation of the full program in 2016/17. In

order to maintain their qualifications, these new screening officers were deployed at PBS checkpoints,
pending the completion of the permanent vehicle screening facilities, thus enabling CATSA to use these
resources more efficiently to address key operational requirements. For more information, please see
Chapter 4.

While TC and CATSA continueto develop an operationally effective long-term funding strategy, Budget
2016 provided CATSA with $29M in additional funding to maintain a service level of approximately 85%
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of passengers screened in 15 minutes or less in 2016/17, as well as to support the implementation of
One Stop Security and screening requirements associated with airport economic development plans.®

Recognizing that, beyond 2016/17, there is no government set service level; CATSA will operate within its

approved reference levels and will continue to meet its security mandate. However, as discussed in

section 2.3.7, passengernumber s continue to increaserdasrbasds.énth @ ATSAO S
absence of additional funding past 2016/17, passengers will continue to wait longer to be screened.

CATSA é:ontinues to work with Transport Canadaon a longer term funding strategy for 2017 -18 and

beyond.

Details regarding increasing passenger wait times are found in the Challengessection.
Opportunities
2.3.5 Hold Baggage Screening  Recapitali zation

In Budget 2011, CATSA was allocatedcapital funding to begin a ten-year HBS life-.cycle management
program through the deployment of Computed Tomography (CT) technology while maintaining
equivalency with key international partners. The HBS Recapitalization program ensures that CATSA
migrates from a five level screening process to a three level process while introducing efficiencies and
eliminates the need to re-screen checked baggage arriving from Canada,thereby streamlining the
process for passengers connecting through a U.S. hub. Initial deployments focused on Canadian airports
with U.S. pre-clearance facilities in order to support the joint Canada-U.S. Beyond the Borderdeclaration.

Further details on the HBS Recapitalization programover the planning period can be seen in section
3.4.1.

2.3.6 Pre-Board Screening Wait Time Options

Over 2015/16, CATSAwas able to deliver pre-board screening with 89% of passengers screened in 15
minutes or less at Class | airports. While TC and CATSA continue to develop an operationally effective
long-term funding strategy, Budget 2016 provided CATSA with $29M in additional funding to maintain a
service level of approximately 85% of passengers screened in 15 minutes or less in 2016/17, as well as to
support the implementation of One Stop Security and screening requirements associated with airport
economic development plans.”

After 2016/17, as outlined in the next section, CATSA expects to see increasing funding pressures and
associated impacts on service levels over the planning period. In support of policy discussions with TC
regarding these issues CATSA has performed a wait time analysis using its Wait Timelmpact Model.

CATSA andTC will continue working together to analyz e and present PBS wait ime options to alleviate
long-term funding pressures as discussed in section 31.°

5 The actual service level may range from 82% to 88%. Should a higher than 3.5% passenger growth materialize in 2016/17,

CATSAG6s ability to deliver the desired | evel of service would be i mg
Note that subsequent to the appr ov a falBadget ZDATMWASfabnUN@d CATSALISwWorRingr por at e P
with Transport Canada to determine the impact on the corporation.

" The actual service level may range from 82% to 88%. Should a higher than 3.5% passenger growth materialize in 2016/17,

CATSAOGs a bverithe degiredtlevel af gervice would be impacted.

 Note that subsequent to the approval of CATSA6s 2016/ 17 Corporate P
with Transport Canada to determine the impact on the corporation.
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Challenges
2.3.7 Increasing national  Pre-Board Screening Wait Times

CATSA has exceeded its service level target for 2015/16.The following analysis illustrates the impact on

CATSAO6s wait time service | evel at a nati cALBEAbesvel. T
BPSS.
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This is also true at the Vancouver International Airport, which has seen significant growth in its traffic:
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Short of a long-term funding solution, this service level cannot be maintained. Increasing PBS wait times
are forecasted after 2016/17 due to three major factors : relatively fixed reference levels, increasing
passenger volumes and increases in screening contractor billing rates. The former is discussed in Section

2.3.4 and the latter two are described below:

Passenger Volumes

The most recent forecasts show that over the planning period, enplaned passenger volumes will rise in
each of the next four years, with most of the growt h occurring at Class | airports.

2015 2016 2017 2018 2019 2020 2021
Enplaned Traffic Growth at
Designated Airports (year- 3.4% 2.6% 3.1% 2.4% 2.6% 2.6% 2.5%
over-year)

Source. SNC Lavalin, February 2015

This traffic growth can be broken down further by Class | airports, as presented in the table below.

YEG YHZ YOW YUL YVR YWG YYC YYZ Total Class |
2015 -0.3% 4.2% 1.9% 2.7% 4.5% 1.1% 1.4% 5.1% 3.4%
2016 1.7% 0.5% 2.5% 2.2% 2.5% 0.3% 2.7% 3.2% 2.5%
2017 2.7% 2.7% 2.8% 2.8% 2.7% 1.7% 3.7% 3.4% 3.1%
2018 2.2% 2.1% 1.2% 2.1% 1.7% 1.0% 2.8% 2.3% 2.1%
2019 2.3% 2.6% 1.9% 2.2% 1.9% 1.2% 2.8% 2.5% 2.3%
2020 2.3% 2.6% 2.3% 2.2% 1.8% 1.2% 2.8% 2.4% 2.3%
2021 2.2% 2.5% 2.3% 2.2% 1.8% 1.2% 2.7% 2.9% 2.5%

Source: SNC Lavalin, February 2015

The increase in enplaned passenger volumes, however, differs from the increase in passenger volumes

t hat

require

screeni

ng

(Aiscreened

passenger

operations. In 2010/11, CATSA screened approximately 47.7 million passengers at designated airports.
This figure grew to 57.5 million passengers in 2014/15. By the end of 2015/16, CATSA screered 60

million passengers.

As of Q3 2015/16, CATSA has continued to see screenedtraffic grow:
1 On a national level, screened traffic grew by 2.5%.
1 Atthe Toronto International Airport (YYZ), screened traffic increased by 6.5%.

By 2020/2 1, passenger volumes are expected to reach approximately 69.5 million.

9 Forecass in previous years, until 2013, were done by TC and have been discontinued Since 2015, CATSA has engaged a firmto

provide passenger forecasts
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Passengers Screened
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While these figures give a national perspective, growth in passenger volumes does not occur uniformly at
all airports, but rather largely on a regional and site -specific basis and without much warning. To support
any changes in passenger volumes that may occur, CATSA closely exanmes its purchases of screening
hours from airport to airport, region to region. Overall, CATSA manages its screening hours on a national
level to maintain a similar level of service across the country, in support of its responsibility under the
CATSA Actto provide consistency of service. CATSA also works closely with its industry partners on
operational factors, such as flight schedules, available space and passenger arrival patterns, to help
manage potential issues related to influxes of passengers.

Screening Contractorsd Billing Rates

Over the planning period, the billing rates that CATSA pays for each hour of screening are expected to go
up. This is primarily driven by screening officer wage increases, which are a product of the collective
bargaining process, in which CATSA does not participate, between the screening contractors and the
labour union representing the screening officer workforce.

This rate was subject to review during the ASSA renewal process, which - as discussed further in section
3.5.2 - aimed to achieve balanced cost reductions.

2.3. 8 Cost Recovery

CATSA is supportingTCd exploration of possibilities for providing screening services at select airports on
a cost recovery basis.

After receiving confirmation from TCthat it supports a pilot project to recover costs from the GTAAfor
enhanced screening services at the Toronto Pearson International Airport, CATSA has been conductinga
trial whereby the GTAA is able to purchase additionalscreening capacity from CATSA on a cost recovery
basis until March 31, 2017. The GTAA hasexpressed a desire to continue purchasing additional screening
hours. CATSAhas received TGO s s u p pextented then Ajreement to March 31, 2018. CATSA is
supporting TC in evaluating this short-term activity to inform future policy options with respect to cost -
recovery.

On July 28, 2015, the Government of Canada announced new regulationsto allow airports that do not
have access to security screening services from CATSA tmbtain them on a cost-recovery basis. The new
regulations allow smaller, non-designated airports to invest in screening services in order to provide
passengers with connecting flights to larger airports, while enhancing the security of the aviation system
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in Canada. CATSA continues to work with TC in creating a feasible solution for implementing cost
recovery at these airports.

2.3.9 Enhanced Non-Passenger Screening

Budget 2014 provided three-y e ar f undi ng for CATSAG6s eTCreguirements. NPS pr oc
This funding envelope ends after 2016/17. CATSA continues to work with Transport Canadaon a longer
term funding strategy for 2017 -18 and beyond.*°

2.3.10 Weak Canadian Dollar

The weak Canadian dollar has anegative impact on CATSA's capital budgets. The depreciation of the
Canadian dollar has increasedthe costs of equipment purchased in U.S. dollars. Fluctuations in the
exchange rate add another layer of uncertainty in plannin g CATSA's longterm capital projects. The
exchange rate impacts are further discussed in chapter 4.

2.3.11 One Stop Security

Most international passengers that connect at hub airports are screened twice: initially at the point of
departure and again before boarding a connecting flight. One Stop Security is the concept of screening

passengers for prohibited items once at the beginning of their journey only.

Budget 2016 provided additional funding to CATSAto support this initiative to allow for an expedited
customs process for international transfer passengers.

2.3.12 Airport Economic Development Plans
In addition to One Stop Security, airport business models are changing in that airports are placing an
increased focus on customer service inan attempt to create global travel hubs and entice passengers to

use their facilities.

Budget 2016 provided funding to support airport economic development plans.

“Note that subsequent to the approval of CATSAGs 20CAM8BAlsr Cor porate F
working with Transport Canada to determine the impact on the corporation.
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2.4 Rsk FRAMEWORK

Risk management at CATSA is a formalized, systematic approach to determine the best course of action
during times of uncertainty by identifying, assessing, understanding, acting on and communicating risk
throughout the organization. This approach contributes to risk -informed decision-making, which enables
CATSA to effectively manage itsrisk and capitalize on opportunities.

CATSAbGs risk framewor k RisManagemest®olityyhich otel icroe  oC AT AL s
intent, approach and principles to practicing risk management as well as identifies ownership and high

level accountability for risk management activities across the organization. The policy further defines

CATSAOds ri sk at t descubedas bothicondervatine gnd flegible. The organization

generally focuses effort more heavily on the active management of medium and high risks (key risks).

CATSAds Risk Management Program supports theach ntegrati
into decision-making processes at all levels across the oganization. Key risks associatedwith its

corporate and business or operating activities are identified and assessed based on established likelihood

and impact criteria. This enables a consistent approach to risk assessments both at the corporate,

operating and project level. Risks are evaluated against the established risk attitude and, where

appropriate, formal mitigation strategies and treatment plans are developed, implemented and tracked.

Key corporate risks are monitored by the Senior Management Committee and reported to the Board of

Directors on a quarterly basis.

For information on CATSAG6s approach to risk management
and the Senior ManagementCo mmi tt ee, pl ease refer to Part 6 of the |
Analysis session contained i NnCATSAG6s 2016 .AmnwdlewReéhpovr tCATSAdaceCor por at
structure works with the Risk Management Program, please refer to the Board of Directors Committee

Terms of Reference.

241 CATSAOGs Corporate Risk Profile

As a key member of the Canadian civil aviation security system, CATSA is exposed to a variety of risks

that may i mpact the organizationés ability to fulfildl [
threats and risks are mandated by TC and implemented by CATSA. In addition to intelligence-related

threat information overseen by TC and risk responses, CATSA also conducts various risks assessments

pertaining to its corporate strategies and operations.

CATSAOGs key ri sks ar €orporate Rigk®rofded CRP)nwhich issa sreapshoti odi those

ri sks that could i mpede the organizationbds ability to |
Board of Directors pay closest attention to those risks related to the effectiveness of scre ening, as

security is CATSAOGs topnpcoontrtatygedThe CATEAORTPOMAL L6 (
inform the 2016/17 Corporate Plan.

2.4.2 Overview of Key Risks

CATSAOGs key risks are those that have the greatest pot
corporationdés obj eMotnii i @g eadn da nau tr ccovBeadawMadagdment A T S A6 s
Board of Directors on a quarterly basis, t he o r g amentkey tisksccan®e ideatified as follows:

Level of service delivery

CATSA faces a variety of external challenges and pressures such as increases in screening contractor
billing rates and rising passenger volumes. As a result, its ability to purchase screening hours has
declined in the last two years. Consequently, passenger wait times have increased in recent years.
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Budget 2016 provided CATSAwith additional funding to maintain a service level of approximately 85% of
passengers screened in 15 minutes orless in 2016/17, as well as to support the implementation of One
Stop Security and screening requirements associated with airport economic development plans.

TC has been engaged in identifying operationally effective long-term funding solutions to address this risk
for 2017/18 and beyond, as discussed in section 3.1.

Detection Capability

Security is CATSA6s top priority. CATSA is mandated to
regulations, measures and directives set by Transport Canada. As with any system, there is a risk that

CATSA may not detect all high risk threat items, which may result in substantial consequences to the civil

aviation system.

To address this risk, CATSA works to continually review and improve the effectiveness of its operational
processes and procedures, and also maintains a capital program to support the replacement and
upgrading of equipment.

Employee Engagement
There is a risk that CATSA's ability to recruit new talent and retain its key talent and corporate memo ry
may be impacted by a degradation in employee engagement.

To mitigate this risk, CATSAhas realigned work with reduced resources to continue to meet its security
mandate and undertaken staffing actions in order to backfill vacant positions . CATSA will alsoundertake
action plans to respond to findings from the employee engagement survey, promote enroliment in
professional development training, and refresh CATSA's talent management assessments.

lllegal Labour Disruptions

CATSA outsources its services to screening contractors, who rely on a unionized screening officer
workforce to deliver screening services. CATSA monitors for signs of potential labour unresti particularly
illegal labour action i that may occur at airports as a result of union activity. Collective Bargaining
Agreements (CBAs) are negotiated between Screening Contractors and unions.lllegal labour unrest
remains a risk for the organization.

Continued vigilance will be an ongoing priority for the organizatio n, which has a variety of plans and
procedures in place to monitor and respond to any illegal labour unrest. Should such a situation arise
over the course of the planning period, CATSA will work closely with its screening contractors, TC and the
industry to minimize the impact to the travelling public.
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3.0 STRATEGICDIRECTION

CATSAOGs main str 2011y toQ02@21 iae the followeng: f or

1 Securing Funding

1 PassengerCentric Innovation

1 Improving Customer Service

1 Refreshing Technology

1 Relationship Management
Continued use of internal audits will ensure that CATSA
party. Non-sensitive performance willbe reported i n CATSAO8s Annual Report .

3.1 SECURINGFUNDING

A key objective for the planning period will be to work closely with  TC on operationally effective long-
term funding options for the NPS program and PBS service levels.

3.1.1 Working with  Transport Canada on operationally effective long -term funding options
Operating funding pressures continue to be a challenge for CATSA in the longer term.

CATSA developed an enhanced Wait Time Impact Model in 2013/14 that aimed to evaluate the impact of
various funding options on PBS wait time service levels. This model incorporates elements of queuing
theory and scheduling optimization techniques to estimate funding levels required to achieve given
service levels at PBS. The model has since been shared with and validated byTC and involved extensive
consultations with central agencies.

In April 2015, the Government of Canada approved one-year funding of $26. 8 million. This has allowed
CATSA to deliver a service level of approximately89% of passengers screened in 15 minutes or less on
average at Class | airports.

While TC and CATSA continue to develop an operationally effective longterm funding strategy, Budget

2016 provided CATSA with $29M in additional funding to maintain a service level of approximately 85%

of passengers screened in 15 minutes or less in 2016/17, as well as to support the implementation of

One Stop Security and screening requirements associated with airport economic development plans.™

This supplemental funding is for 2016/17and aft er t hi s fPBSbodgdtwillwevertto, CATSAOG s
Budget 2010 levels.

CATSAcontinues to work with TC on an operationally effective long-term funding strategy for 2017/18
and beyond.*

™ The actual service level may range from 82% to 88%. Should a higher than 3.5% passenger growth materialize in 2016/17,

CATSAO6s ability to deliver the desired |l evel of service would be i myp
2Note that subsequent to the approval of CATSAG6s 2016/ 17 Corporate F
working with Transport Canada to deter mine the impact on the corporation.
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3.1.2 Enhanced Non -Passenger Screening

In 2015/16, CATSA continued to implement an enhanced NPS program in accordance with TC
requirements, including screening of non-passengers and vehicles that have access to the wider
commercial apron of an airport.

Budget 2014 provided three-year fundingf or CATSA®sSs e nhanclT€rkqukemMé&ts.pThiogr am t o
funding envelope ends after 2016/17. CATSA continues to work with Transport Canadaon a longer term
funding strategy for 2017 -18 and beyond.™

3.1.3 Cost Recovery Initiatives

CATSAis also supportingTGCd s anal ysis to explore the possibilities o
airports on a cost recovery basis. As an example, after receiving confirmation from TC that it supports a

pilot to recover costs from the GTAA for enhanced screening services at the Toronto Pearson

International Airport, CATSA has been conducting a trial where GTAAvas able to purchase additional

capacity from CATSA on a cost recovery basis until March 31, 20%7. The GTAA hasexpressed a desire to

continue purchasing additional screening hours. CATSAhas receivedTGO s support and will wor
GTAA on the extension of the Agreement to March 31, 2018. CATSA will supportTCin evaluating this

short-term activity to inform future policy options wi th respect to cost recovery.

On July 28, 2015, the Government of Canada announced new regulationsto allow airports that do not
have access to security screening services from CATSA tmbtain them on a cost recovery basis. The new
regulations allow smaller, non-designated airports to invest in screening services in order to provide
passengers with connecting flights to larger airports, while enhancing the security of the aviation system
in Canada. CATSA continues to work with TC in creating a feasible salition for implementing cost
recovery at these airports.

13Note that subsequent to the approval of CATSAG6s 2016/ 17 Corporate
working with Transport Canada to determine the impact on the corporation.
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3.2 PASSENGEFCENTRICINNOVATION

C A T S vhd@ndate is the delivery of effective screening that processes passengers as efficiently as
possible. Key areas of focus will be security screening effectiveness and innovation.

3.2.1 Security screening effectiveness

As

security is CATSAd6s top priority, the organization |
and sustained performance improvements. The successof CABA6s ongoi ng commi
the effectiveness of its screening operations is measured through security effectiveness and security

screening compliance performance metrics. Given the sensitivity of this content, further details cannot be
included in a public document.

3.2.2 Innovation

CATSAGs success has been built in | arge part o
assessing and testing new technologies and processes, and conducting trials at airports. CATSA is now in
a position to leverage the successful results of recent passengercentric equipment and process change
pilot projects and trials and bring them to the forefront of its operations in the form of the CATSA Plus
concept.

At its core, the CATSA Plus screening concept inelves replacing standard screening lines with higher-
performance ones. CATSA Plus comprises a collection of modular features that can be assembled into
AFull 0 and ATail oredo packages adaptable to dif,ferent
space and passenger volumes. The goal of CATSA Plus is to transform the customer experience through
tangible innovations to the screening process, while increasing passenger flow and maintaining and
eventually enhancing security effectiveness.

For large checkpoints with adequate space, the benefits include:

f
f

E ]

Substantial improvement in X-ray processing capabilities through centralized image processing
and automated conveyors.

t ment

of

n a cul t

Self-service features and minimal interactions with screening officers for p assengers that do not

generate an alarm during the screening process.

Provide more time to divest for those who
n o through parallel divesting.

I ncreased security eff amdsepavadon ef #esns requiting searchn
Better utilization of resources through automation.

E n h a noustother service through partnerships with airports on checkpoint aesthetics and
gueue design enhancements.

need i

tracki

The pictures below provide an overview of the comp onents and features of a single full CATSA Plus line
that could be installed at a large volume checkpoint and a view of multiple CATSA Plus lines deployed at
large volume checkpoints.
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Full CATSA Plus Line i Large Checkpoint

Parallel Divest
/

’i / k Remote X-ray Screening
by LIS - {

Full CATSA Plus Configuration i Large Checkpoint

R
N W
. ttj ~

For medium and small checkpoints, the solution focuses on passenger experience improvements such as
split lanes, bin returns, and parallel divest. CATSA will work collaboratively with individual airports to
determine which features are best suited to their environment.
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Calgary Air Terminal Expansion

As further detailed in section 3.5.1, the new International terminal at the YYCCalgary International
Airport, which opened in October 2016, will provide the first opportu nity to demonstrate the full CATSA
Plus concept in a brand new checkpoint, integrating all successful pilots and trials at one location with a
large, spacious checkpoint. The new initiative not only allows CATSA to showcase its successful trials, but
also presents an occasion for CATSA to work collaboratively with the airport authority on a long -term
project that facilitates passenger travel through the airport.

CATSAOGs current capital reference | eoflCABSSARIGdtselecd | | ow CA°
airports based on space availability.
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3.3 IMPROVINACUSTOMERSERVICE

All of CATSAd6s endeavours must meet the highest standal
organization must ensure that its structure, processes, and practices not only support the delivery of
effective and efficient screening services, but are also worthy of public trust and confidence.

3.3.1 Screening Officer Professionalism

CATSA expects that screening officers maintain the trust and confidence of the travelling public by
providing an excellent level of customer service from the beginning of the screening process to the end,
treating all persons with care, courtesy and respect as part of a positive and secure air travel experience.

To this end, as part of the Nat ional Training and Certification Program (NTCP) screening officer recruits

are provided with the knowledge and skills needed to perform screening functions with an emphasis on

customer focused security. They are offered training on professional conduct, including key points such

as communication, customer service, teamwork, professional appearance, professional work habits and

professional attitude. As part of the recurrent learning program, screening officers are provided with

training sessions specifially designed to focus on customer service that teach screening officers to view

air travellers as O6customersd who expect and deserve a
hasslefree. By provi di ng t he passenmgngsedsonsgimtosepch scteénnge, t hese t
officers that excellent security screening is not only about detecting threat items but also helping

passengers to get through the screening process quickly and without hassle.

Moreover, CATSAOs Soceaures maude s@mards aftprofesgiond conduct for

screening officers to exhibit when dealing with travellers. Professional conduct includes appearance as

well as behaviours and actions and the standards apply when officers are on-duty, as well as off-duty but

wearing the CATSA uniform (such as on their way to work, or on break in public). These standards reflect

CATSAOGs vision for quality security screening with a ciq

Data shows that passengers are, in general, fairly pleased with their screening experience.

CATSA will continue to develop and promote customer service with the screening workforce. CATSA and
its screening contractors will continue to educate its screening officers that customer service is reciprocal
- displaying more professionalism will lead to a higher level of respect from passengers.

In 2015/16, CATSA undertook an Internal Audit (Ernst & Young LLP) Evaluation on Customer Service to
assess the consistency and effectiveness of customer sernge, as delivered by third party screening

contractors, across Gasedonadtebsdvaters,sscrekning domtractors tesiver
customer service largely in |ine with CATSAO6s and pass:
passengerss ur veyed expressed sentiments | argely consistent

customer satisfaction surveys. Opportunities to improve the effectiveness and consistency of service
delivery have been identified.

CATSA is committed to customer srvice and in responding to the recent Customer Service Evaluation,
and will be developing a more formal customer service strategy and evaluating the inclusion of additional
customer service metricsi n or der to address the Auditdéds recommendat

3.3.2 Transparency
Signage is used to help direct passengers and airport employees to checkpoints. The aim is to prepare

customers so that they move through the screening process as quickly and pleasantly as possible, with a
goal of ensuring consistent signageacr oss al | 89 airports under CATSAO®sS r ¢
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CATSA already promotes transparency throughdisplaying wait times on its website and mobile app in
real-time for Class | airports. The organization will continue to promote transparency with the travell ing
public by also installing wait time displays at the largest checkpoints across the country.

3.3.3 Broadening Screening Officer Knowledge

CATSA recognizes the critical role customer service plays in monitoring and maintaining a secure
checkpointt CATSA6s National Training and Certification
libraries embed the passenger experience and customer service expectations into the security screening
procedural content, thereby integrating a set of customer ser vice guidelines with screening techniques to
develop comprehensive security screening skills adapted to each screening function.

In addition, CATSA will implement the OAG recommendations related to improving screening officer
communications as part of its plans to broaded screening officer knowledge. CATSA willcontinue to
monitor service excellence performance targets and contract complianceat Class | airports for continued
improvements to customer service metrics.
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3.4 REFRESHING ECHNOLOGY

CA T S A b dinefope@tions are highly dependent on effective screening technologies. On a long-term
basis, CATSA will need to ensure that technology adapts to evolving threats, while maintaining
international compatibility. CATSA will continue its 10-year HBS Recapitalization pogram, begin planning
for PBS Recapitalizationand continue delivering an effective, efficient, and reliable biometric credential
management system. CATSA will also update its existing lifecycle plans or IT infrastructure.

3.4.1 Hold Baggage Screening Recapitalization

This program is designed to ensure that CATSAbs
partners and employs the best industry practices and standards to deliver a secure experience for air
travellers. Initial deployments focused on Canadian airports with U.S. pre-clearance facilities in order to
support the joint Canada-U.S. Beyond the Border declaration.

As part of the Beyond the Border Action Plan Canada committed to replacing, by December 2015, its
HBS equipment at all preclearance airports with technology certified by the U.S. Transportation Security
Administration (TSA).

HBS integration projects are complex in nature due to the intricacies of the design and the coordinati on
with multiple parties. While CATSA works closely with airport authorities and other vendors throughout
the duration of these projects, changes or modifications to airport project plans, or delays in schedule
beyond CATSADOGsoccaro n€ A D Bpdtineliges and costs may be subsequently impacted.
In this case, CATSAworks with the airport to readjust its deployment schedule and with  TC and Central
Agencies to ensure that financial resources are properly reallocated in line with the newly adju sted
schedule.

3.4.2 Pre-Board Screening Recapitalization

Over the planning period, CATSA will start exploring new options for PBS. As technologies continue to
mature, CATSA will endeavour to position itself to align with the TSA and be ready to move forward when
technologies are proven.

In addition, the CATSA Plus concept will serve as a focusfor the various elements of a new PBS
checkpoint, which will be modularized and scalable to meet unique requirements at each checkpoint.
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3.5 RELATIONSHIAMIANAGEMENT

In executing its mandate, CATSA works closely with its regulator, TC, its screening contractors, other
government organizations, law enforcement agencies and the aviation industry.

Within the aviation industry, key partners and stakeholders include airport authorities, air carriers,

industry associations, various elements of travel and tourism industries and international security partners

such as the U.S. and the European Union. The very nature of CATSAd@day operati on
success in delivering its security screening services is contingent upon its relationship with partners and

stakeholders.

The environment in which CATSA operates is highly integrated and this integration requires a high degree
of communication and coordination between CATSA and its security partners to not only ensure the
effective and efficient screening of passengers and baggage, but to ensure the continuous movement of
the system. Delays at one airport can have ripple effects across the entire system.

Over the planning period, CATSA will continue to focus on maintaining constructive relationships with its
partners and stakeholders, with a particular emphasis on airport authorities, screening contractors, and
CATSA employees.

3.5.1 Airport Authorities

As discussed in section 2.3.1 CATSA feels it has solid relationships with the airports, and accommodates
them in their expansion plans and projects to the extent possible. In anticipation of passenge r growth,
airports take on terminal expansion projects as part of their business plans. Consequently, they make
requests to CATSA for additional screening lanes to augment their capacity.

CATSA Plus atYYCCalgary International Airport and Beyond

One example of such is the Calgary Airport requesting additional screening lanes as part of its airport
expansion project. The new International t erminal at the YYCCalgary International Airport has allowed
CATSA to showcase the best screening configuratio to date as it provides the opportunity to design a
screening checkpoint that integrates all successful pilots and trials into one location, without existing
space constraints with the deployment of CATSA Plus lanes

The deployment of the CATSA Plus sceening concept presents a unique opportunity for CATSA and

airport authorities to collaborate on a mutual goal of enhancing the passenger experience. CATSA has

designed the CATSA Plus screening concept to be flexible, modular and scalable such that it carbe

tailored, to the extent possible, to the unique requirements of each checkpoint. CATSA6s current <cap
reference levels will allow CATSA to start the deployment of CATSA Plus at select airports based on space

availability.

Over the planning period, while operating within its existing, approved capital funding envelope, CATSA

will continue to make in-year adjustments to its capital funding allocations in order to accommodate

airport expansion plans (such as the case with Calgary) as required and when possible. CATSA could

exercise its discretion on such adjustments when the total cost of addressing growth requirements is for

amounts that are small in relation to CATSAO6s entire c.

3.5.2 Screening Contractors

The current Airport Screening Services Agreements (ASSAs) expid on March 31, 2017. CATSA explored
available contracting options and refined its ASSA renewal strategy.
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This matter was finalized at the June 2016 Board of Directors meeting and following an analysis of
renewal options, ASSAcontracts were renewed for a five -year term, starting on April 1, 2017.

Success will be measured through engaged screening officers, the customer satisfaction index,
maintenance of throughput levels, and effective and efficient screening officer recruitment, training, and
retention.

To continue fostering an effective relationship with the screening contractors, CATSA will also continue
holding regular meetings with each contractor.

3.5.3 Employee Engagement
In fall 2015, CATSA conducted anorganization-wide culture survey to collect feedback from employees.

CATSA will focus efforts over the planning period through creating a more positive work environment,
additional leadership training, employee exchanges, professional development, and team building events.
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4.0 FINANCIALANALYSIS

As outlined in Chapter 1, CATSA, as an agent Crown corporation, is funded by parliamentary

appropriations and accountable to Parliament through the Minister of Transport. As a consequence,

CATSAGs financi al plan is prepared in accordance with |
Canada and as approved by Parliament.

This chapter presents an overview of the orgeii zati ono:
results and budget for 2015/16, and its financial plan for the five -year period.

4.1 FUNDINGOVERVIEW

2016/17 at a Glance

CATSAOGs budget for 201677A9M which cansists bfI$&L7.40rfoo oparatingaand $
$153.5M for capital.

The operating budget will allow CATSA to conduct screening of passengers and their belongings at the
designated airports while delivering an average service level of approximately 85% of passengers
screened in 15 minutes or less at Class | airports. The budget also provides for the continued delivery of
enhanced screening of non-passengers to meet TGO s r equi r e mePmtysmefndrs NRS.CATSAOGS
party contractors to perform screening services represent the largest expenditure at approximately 79%

of the total operating budget. The remai ni kxplodvesdget pr
Detection Systems (EDS equipment deployed at designated airports across Canada as well as screening
related disbursements and support services essenta | to the delivery of CATSAOds ma

The capital budget will enable CATSA to continue the life-cycle management of its HBS system with

advanced technology at airports across Canada which account for approximately 76% of the total capital

budget. The deployment schedule for this multi-year initiative was accelerated for Transborder HBS

systems at Class | airports in support of the Canada-U.S. declaration Beyond the Border: A Shared Vision

for Perimeter Security and Economic Competitiveness In 2016/17, CATSA will have fully achieved the

Beyond the Border compliance and will continue the life-cycle management of Domestic and International

HBS systems at Canadads | argest airports. I n addition
program as well as provides for the deployment of new screening concepts and advanced technology as

CATSA strives to optimize the PBS checkpoints.

CATSAds Funding Profile

Table 1 summari zes CATSAO6s f i nan dinaaclal resutsfar POL516 &nd r 2014/
its funding profile for the period of 2016/17 to 2020/21.

TABLE 1
Financial Plan
(in millions of dollars)
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Forecast 2015/16

Operating Expenditures $ 544 $ 555 $ 617 $ 471 $ 471 $ 471 $ 471 $ 2,501
Capital Expenditures 7 99 154 102 88 132 62 538
Total $ 621 $ 654 $ 771 $ 573 $ 559 $ 603 $ 533 $ 3,039

Totals may not reconcile to Table 2 due to rounding
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The followings ect i on provides an overvi ew of-ye@panSmypeiodf undi ng
Operating

CATSAbGs 2016/ 17 oper at iinceementlffuading of $143.3M¥ reeeived froemfthe e c t s
Government of Canadafor enhanced NPSin order to meet TCO s r e g u.iAs thenrerermestal funding
ends March 31, 2017, CATSA will continue to work with TC on a long-term funding solution for NPS*°

Furthermore, Budget 2016 provided CATSA with $290M in additional funding to maintain a service level
of approximately 85% of passengers screened in 15 minutes or less in 2016/17°, as well as to support
the implementation of One Stop Security and the screening requirements associated with airport
economic development plans.

For 2017/ 18 and beyoref@rencededels 83 eaxpert otei mg ga-Base ati onds
funding established through Budget 2010, which was subsequently reduced to reflect the outcome of
successivemandatory operational and organizational reviews. Although Budget 2010 provided CATSA

with long-term funding, these levels did not accommodate screening contractor billing rate increases nor

passenger growth, and are therefore not operationally effective. As a consequence, CATSA will continue

to experience pressures at its front-line operations as screening hours purchased decrease over time due

to a reduced purchasing power. Compounded by rising passenger volume, as of 2017/18, not only will

fewer passengers be screened in 15 minutes or less, the percentage of those waiting more than 45

minutes will also increase exponentially. CATSA is working with TC to address its longterm funding

requirements for fiscal year 2017/18 and beyond.*’

Capital

In 2015/16, CATSA identified capital spending of $65.1M to be re-profiled to fiscal years 2016/17 and

2017/18. The majority of the re -profile is attributable to delays in capital spending for HBS integration

projects in response to changes in airport project plans. CATSA is currently undertaking a 10year life-

cycle management plan for its HBS system which involves managing large multiyear HBS integration

projects with airports across Canada. These projects are complex in nature due to the intricacies of the

designs and the coordination with multiple vendors. Furthermore, the integration of the HBS system may

be part of a | arger airport capital project. As a resul
cost estimates often change for reasons which are largely outside of its control. The capital re-profile is

discussed in further detail in Section 4.4.

In addition, CATSA revisedits capital plan during the development of this Corporate Plan. This involved
aligning the plan wi &gt ditedtiien ama cogparate priaities, aswéllsasis t r at
consideration of airport project plans for the life -cycle management of the HBS system. This has resulted
in changes to the capital spending profile over the planning period.

In March 2016, CATSA reeived approval from the Government of Canada for its early re-profile
submission of $23.6M. CATSAwill work with TC to obtain approval from the Government of Canada for
the remaining re-profile of $41.5M and the changesto the capital spending profile stated above.

4 Budget 2014 provided three-y e ar funding for the period 2014/15 to 201@/s17 for CAT
requirements. For 2016/17, the net incremental fu nding received is $113.3M consisting of $117.0M for operating, of which $3.7M is

funded from CATiGlAdesencelbevelst i ng cap

®Note that subsequent to the approval of CATSAG6s 2016/ 17 Corporate F
working with Transport Canada to determine the impact on the corporation.

® The actual service level may range from 82% to 88%. Should a higher than 3.5% passenger growth materialize in 2016/17,

CATSAOs debverlthe degired level of service would be impacted.

"Note that subsequent to the approval of CATSAG6s 2016/ 17 Corporate F
working with Transport Canada to determine the impact on the corporation.
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4.2 FINANCIALRESULTS FOR2015/16 AND THE2016/17 62020/21 FINANCIAL
PLAN BY PROGRAMACTIVITY

Overview

Table 2 summarizesC A T S #nénsial results for 2014/15, its forecasted financial results and budget for
2015/16, and its 2016/17 7 2020/21 operating and capital plan by program activity.

TABLE 2
Financial Plan by Program
(in thousands of dollars)
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Operating Expenditures

PBS $ 314,548 $ 324,895 $ 319,042 $ 333,711 $ 304,767 $ 301,976 $ 300,164 $ 297,970 $1,538,588
HBS 104,742 104,087 99,498 104,365 104,061 105,984 107,507 108,566 530,483
NPS 73,303 87,095 101,451 135,819 18,819 18,968 19,085 19,245 211,936
RAIC 2,566 2,538 1,600 2,400 2,447 2,507 2,564 2,624 12,542
Corporate Services 49,122 39,200 36,217 41,148 41,335 41,994 42,109 43,024 209,610
Subtotal $ 544,281 $ 557,815 $ 557,808 $ 617,443 $ 471,429 $ 471,429 $ 471,429 $ 471,429 $2,503,159
Other Sources of Operating Funding (Net of Other Expenses) (447) (3,082)

Total $ 543,834 $ 554,733 $ 557,808 $ 617,443 $ 471,429 $ 471,429 $ 471,429 $ 471,429 $2,503,159

Capital Expenditures

PBS $ 4,525 $ 4,491 $ 10,085 $ 20,984 $ 19,999 $ 14,543 $ 28,414 $ 50,422 $ 134,362
HBS 62,109 83,930 136,654 123,298 78,512 68,074 95,381 7,803 373,068
NPS 6,763 7,046 15,518 5,463 815 - 3,910 3,275 13,463
RAIC 1,442 601 587 30 30 2,270 2,946 30 5,306
Corporate Services 2,013 2,848 2,068 3,670 2,384 3,343 1,011 731 11,139
Subtotal $ 76,852 $ 98,916 $ 164,912 $ 153,445 $ 101,740 $ 88,230 $ 131,662 $ 62,261 $ 537,338
Proceeds of Disposal (52) (44)

Total $ 76,800 $ 98,872 $ 164,912 $ 153,445 $ 101,740 $ 88,230 $ 131,662 $ 62,261 $ 537,338
Total Expenditures $ 620,634 $ 653,605 $ 722,720 $ 770,888 $ 573,169 $ 559,659 $ 603,091 $ 533,690 $3,040,497

2015/16 Financial Results

Forecasted operating expenditures for 2015/16 are $3.1M lower than budget. The variance reflects
lower than budgeted support costs as well as unused budget of $0.8M earmarked for the 2015 Pan
Am and Parapan Am Gameswhich has been returned to the Government of Canada.

In addition, forecasted operating expenditures by program activity vary from budget. The variances
are mainly attributable to a reallo cation of screening hours budgeted across the PBS, HBS, and NPS
programs to allow CATSA to deliver its mandate in the most efficient and effective manner. A
variance analysis of the forecasted operating results compared to budget is presented in section 4.3.

Forecasted capital expenditures for 2015/16 are $66.0M lower than budget. As stated earlier, capital
spending of $65.1M has been identified for re-profile to future years mainly due to delays in capital
spending associated with HBS integration projects. The remaining lapsed funds of $0.9M are attributable
to underspending across various capital projects.

2016/17 1 2020/21 Financial Plan
CATSAOGs operating plan was developed basetie on its appr
incremental funding for enhanced NPSand PBSin 2016/17. The plan for fiscal year 2017/18 and beyond

reflects C A T S A-Base fulding which remains constant over the four years to deliver its mandated
activities.
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CATSAOGs capital pl an c ecncte managensent bfdits HB® sysiesn ataaimports hceossl i f e
Canada. The capital plan also accommodates investments in PBS as the organization strives to integrate

new concepts and optimize PBS checkpoints. Furthermore, the plan supports the enhanced NPS program,
RAIC,andCATSAG6s network infrastructure and corporate manac

The following section provides an overview of the five -year financial plan for each program activity as
defined in CATSAd6s mandate (PBS, HBS, NRmrate ervides RAI C) ,
as a separate program activity.

Pre-Board Screening
Expenditures for PBS operations account for 615% o f CA T Sdaboperating plan.

While TC and CATSA continue to develop an operationally effective longterm funding strategy, Budget
2016 provided CATSA with $290M in additional funding to maintain a service level of approximately 85%
of passengers screened in 15 minutes or less in 2016/17%, as well as to support the implementation of
One Stop Security andthe screening requirements associated with airport economic development plans.

CATSAOGs oper at i nfgrfiscadyea 20&7M18 &nd beyordedb ot accommodate screening
contractor billing rate increases nor passenger growth. CATSA is working with TC on an operationally
effective long-term funding strategy.*

In October 2014, CATSA entered into an agreement with the GTAA to allow the Airport Authority to
purchase supplemental PBS screening hours from CATSAn a cost recovery basis. The Supplemental
Screening Trial Agreement has subsequently been renewed on an annual basis and is currently set to
expire on March 31, 2018.

In July 2015, the Government of Canada announced new regulations that make it possible for airports
that do not have access to screening services from CATSA toobtain them on a cost recovery basis.
CATSA is working in close collaboration withTC to develop a cost recovery mechanism.

CATSA continues to look for opportunities to improve passenger facilitation and gain further efficiencies

at the PBS checkpoints through innovation. In 2014/15, CATSA launched the Queue Management System
(QMS) trial at the Edmonton airport. This initiative consisted of the installation of tracking sensors and
eGates at the PBS checkpoints to automate the collection of wait time data, boarding pass validation,
access to screening lanes and load balancing between screening lanes at a checkpoint. Based on the
successful outcome of this trial, CATS® s capi t al pl aanatorakdeppyment of the @S o
at Class | airports over the planning period.

Furthermore, CATSA worls closely with the airport authorities to address their capacity requirements
given continued passenger growth. In 2014/15 , the Calgary Airport Authority made a request to CATSA
for additional PBS screening lanes in support of its airport expansion project. CATSA worled with the
Airport Authority to install the additional lanes in 2016/17 in advance of the go-live of the new terminal.
The new terminal, which opened in October 2016, provides CATSA with the opportunity to design a
screening checkpoint that integrates new and innovative screening concepts.

The capital plan for PBS also accommodates the ongoing lifecycle management of its EDS equipment
over the five-year period. This will include exploring new technologies as part of the life -cycle
management plan with the objective of enhancing PBS efficiency and effectiveness.

8 The actual service level may range from 82% to 88%. Should a h igher than 3.5% passenger growth materialize in 2016/17,

CATSAO6s ability to deliver the desired | evel of service would be i mg
“Note that subsequent to the approval of CATSAG6s 2016/ 17 Corporate F
working with Transport Canada to determine the impact on the corporation.
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Lastly, the capital plan supports the deployment of Liquid Explosive Detection Systems (LEDS) technology
at Canada's largest airports.

Hold Baggage Screening

Expenditures for HBS operations account for 212% o f CA T Seaboperating plan.

The operating plan for HBS provides for the purchase of screening hourstomeet CATSAS6s baseline
operational requirements over the five-year period. The plan also accommodates the ongoing
mai ntenance and support of CATSAO6s HBS equipment. | n 2

Agreements for the Maintenance Contribution and Support Services at Class | airports. This will generate
annual costs savings of $10.3M starting in 2016/17.

CATSAOGs capital pl an c ecnucte managersenttofats HBS systesn which reprbsents! i f e
70.0% of the total EDScapital spending over the five-year period.

With the majority of new HBS Transborder systems in place, CATSA will shift its focus to the deployment

of the Domesticandl nt er nati onal HBS syst e msGientheCanplexidyafdttss | ar ge st
initiative, ongoing changes to the HBS capital plan can be anticipated as airport projects may shift from

one year to another based on factors beyond CATSA®6s col

Non -Passenger Screening
Expenditures for NPS operations accountfor 8.5% of C A T S A 6-gear bpenatimg plan.

In 2014, the Government of Canada provided incremental funding in the amount of $282.4M to CATSA
over the three-year period 2014/15 to 2016/17 to deliver the enhanced NPS program to meet TC s
requirements. CATSA has aclieved its overall objectives to date, and works closely with TC and
stakeholders in the delivery of the enhanced NPS program.

The operating plan for 2016/17 will remain focused on the ongoing implementation of the enhanced NPS

program. Accordingly, CATSAwill continue to provide increased NPS coverage at the air terminal building

access points at Canadads hi gh e dncreasd its fresemée forpscraening . Il n ad
of non-passengers and vehicles accessing the commercial apron of an aiport. As the airports are

responsible for the construction and financing of permanent vehicle structures, the plan has been

developed in consideration of the airportso6 readiness |

I n fiscal year 2017/ mnglingdeneds fobNP$ eved hack @®AeVes Aribrsto tiie
delivery of enhanced NPS, pending a longterm funding solution. %°

The capital plan for NPS accommodates the purchase and deployment of EDS and norEDS equipment
and systems at the permanent vehicle structures in 2016/17. The capital plan also provides for the
replacement of existing NPS equipment that is reaching the end of its useful life.

Restricted Area Identity Card
Expenditures for RAIC operations accountf or 0. 5 % dife-ygarropetaing plan. The planned

expendituresreflectcongoi ng operati onal requirements to support C
and system infrastructure.

®Note that subsequent to the approval of CATSAG6s 2016/ 17 Corporate F
working with Transport Canada to determine the impact on the corporati on.
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The capital plan for RAIC accommodates the life-cycle management of the RAIC system and equipment
deployed at C a n a cigh&s risk airports.

Corporate Services

Expenditures for Corporate Services accountfor 8.3% of C A T S A 6-year beratimg plan and consist of
expenditures associated with support services and systems critical to the efficient and effective delivery of

CATSAOG6s core mandat e.

Capital spending for Corporate Servicesrepresents 2.1% of the total five -year plan, and consists primarily
of investments in CATSAOds network infrastructure
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4.3 FINANCIALRESULTS FOR2015/16 AND THE2016/17 62020/21 FINANCIAL
PLAN FOROPERATINGEXPENDITURES

Overview

Table 3 summarizesCATSAO6s f

nanci

al

rfoeesantédtfirancifl oesults2afdibddfet fér,
2015/16, and its 2016/17 7 2020/21 operating plan by major expenditure category .

TABLE 3
Operating Plan by Major Expenditure Category
(in thousands of dollars)
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Operating Expenditures

Forecast 2015/16

Budget 2015/16

Plan 2018/19

Plan 2019/20

Plan 2020/21
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SCREENING SERVICES AND OTHER RELATED COSTS $ 403,909 $ 442,678 $ 439,834 $ 496,527 $ 352,261 $ 350,510 $ 348,223 $ 346,413 $1,893,934
Payments to Screening Contractors 397,195 435,247 432,853 487,410 346,685 344,995 342,666 340,863 1,862,619
Uniforms and Other Screening-Related Costs 3,906 5,116 4,783 5,948 3,461 3,319 3,276 3,240 19,244
Trace and Consumables 2,808 2,315 2,198 3,169 2,115 2,196 2,281 2,310 12,071

EQUIPMENT OPERATING AND MAINTENANCE $ 48,620 $ 40,778 $ 39,604 $ 39,993 $ 38,200 $ 38,146 $ 39,438 $ 39,495 $ 195,272
Equipment Maintenance and Spare Parts 45,961 39,141 39,014 37,657 36,718 36,332 36,563 36,319 183,589
Training and Certification 1,206 603 289 1,393 520 833 1,875 2,155 6,776
RAIC Cards 1,453 1,034 301 943 962 981 1,000 1,021 4,907

PROGRAM SUPPORT AND CORPORATE SERVICES $ 91,752 $ 74,359 $ 78,370 $ 80,923 $ 80,968 $ 82,773 $ 83,768 $ 85,521 $ 413,953
Employee Costs 70,847 52,055 54,976 56,701 57,523 59,679 61,074 62,393 297,370
Professional Senices and Other Business-Related Costs 4,394 5,323 6,918 6,557 6,175 5,650 5,650 5,650 29,682
Office and Computer Expenses 5,350 4,834 4,971 5,268 5,197 5,780 5,204 5,346 26,795
Communications and Public Awareness 1,180 889 975 953 1,010 1,011 1,018 1,066 5,058
Other Costs * 9,981 11,258 10,530 11,444 11,063 10,653 10,822 11,066 55,048

Subtotal $ 544,281 $ 557,815 $ 557,808 $ 617,443 $ 471,429 $ 471,429 $ 471,429 $ 471,429 $2,503,159

Other Sources of Operating Funding (Net of Other Expenses) (447) (3,082)

Total Operating Expenditures $ 543,834 $ 554,733 $ 557,808 $ 617,443 $ 471,429 $ 471,429 $ 471,429 $ 471,429 $2,503,159

* Other Costs consist of Insurance, Rent and Facilties, and Netw ork and Telephony.

CATSAOGs operating plan i s c¢ompr RdaedCostd,EqBpment eni ng

Operating and Maintenance, and Program Support and Corporate Services.

The following section provides a variance analysis of the forecasted financial results compared to budget
for 2015/16, and a discussion of the 2016/17 i 2020/21 operating plan for each expenditure category.

4.3.1 Screening Services and Other Related Costs

Summary

Screening Services and OtherRelated Costs consist of the following major cost elements:

1 Payments to Screening Contractors;
I Uniforms and Other Screening-Related Costs; and

i Trace and Consumables.

Payments to Screening Contractors

Payments to Screening Contractors represenst h e
cost drivers impacting Payments to Screening Contractors are screening hours and hlling rates.

|l argest

Screening hours are typically impacted by passenger volumes and additional staffing levels resulting from
airport expansions. In addition, evolving threats and security incidents can result in new security

regulations, which may lead to changes in screening hour requirements.
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