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Message from the Chairman

It has been an exciting year! What a great way to finish off by celebrating
1,000 manufactured aircraft.

Earlier in the year | had thehance to visit some of outuster members to
introduce Shaun Mitchell, our new General Manager. We thought we would
be alle to get around the members in two weeks. However, as we went we
uncovered some amazing new projects, designs and initiatives that are
happening in the industry, and were delighted to spend more time to know how best to help these
projects grow and sueed.

In total we currently have ovesixteendesigns and projects on the go, and some of them are simply
mind boggling. Through collaboration we have already been able to assist some of these projects to
achieve their goals and plan capabilities to sustheir manufacture here in New ZealanBifteenof

these projects are aircraft designs with the potential to produce turnover of $927 million per year.

This year we have an overwhelming range of stakeholders, many of whom have come together and
worked ollectively on several projectslheAviation Industry Cluster igorking to become the
Australasian centre of light aircraft manufacturing, maintenance and airline pilot training.

That means we are developing new capabilities and extra supply chagitato attract more
companies to build aircraft in New Zealand.

In September we celebrated the manufacture a0 aircraft. This is a major milestone for the New
Zealand aviation industry and comes nearly 50 years after the first plane rollecdtfgtion lines at
Pacific Aerospacell KS &dz00Saa2NJ 42 2yS 2F bSg %SIflyRQ&
with these new projects we expect the nex0@0 aircraft to roll off the production line in justI0

years

TheNew Zealandwviationindustry has had an exciting history, but the potential for its future is
staggering Industry exportdotaled $800 million last year, and we expect this number will grow.

If New Zealandeally wansto makeits mark on the global aviation industry] abmpanies across the
country need to work together to become a wonlenown hub. The Aviation Industry Cluster is
stepping up to take the lead and make it happen
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Message from the General Manager

It is a dream come true for me to lweorking with al of you in
the aviation industry. | have never seen such opportunity

before in my 15 years in business and while the opportunitief
are great, the work required and level of collaboration neede

within the industry is even greater. This provides the getrf
opportunity for the industry to collaborate with organizations

like Aviation New Zealand, AIA and the Aviation Cluster, whi

are nonprofit organisationsvorking to support the industry.
Together the industry can own a piece of the international
stage!

It is good to understand the relationship between Aviation
New Zealand and the Cluster. Both parties work very closel
together. Aviation New Zealand focuses on export
opportunities, and promotes our aviation capabilities off sho
to attract more atention and business. The Aviation Industr
Cluster focuses on adding, improving and extending capabil
and capacity of the industry. The two entities support each
other in the overall goal for New Zealand to be the
Australasian centre of light aircraftanufacturing,
maintenance and airline pilot training.
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touched the ground since then. | have learned quickly that
there is a lot to do with so many great opportunities and idea
to follow up. Unfortunately we are just not physically going tc
be able to follow them all. | had hoped that | would regularl
visit Cluster members to hear what you are up to but your
feedback has pointed us to electronic media and group
discussions. Therefore we laworked hard on a web site ano
communication forums so that we can hear from you more
often and keep the comunicationflow between all parties.
We need to know where and how we can help your busines
and the industry.

We have some great projects that \aee launching this year
and | am looking forward to working with all of you.

Mr Mitchell has been working
alongside the Aviation Clustéor the
past 12 months as a business and
prototype consultant supporting
several new cutting edge aircraft
designs. He has been responsible for
developing business models, market
planning, and prototype construction
and testing for the Shearwater
Aircrat Company.

Prior to moving to Hamilton Mr.
Mitchell was Managing Director of a
successful specialty manufacturing
and exporting business. His
experiences also include being the
project manager of the Pins
Cycles/Pack n Pedal and Central Par
Interactive fanchise store rolbut
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top model aircraft pilots competing
across the globe competitively. He is
the test pilot for the 25% scale
Shearwater Amphibian proof of
concept model and seeral UAV
projects.
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2008-09 Achievements

The20082009 year has len a flyer! The success of theiger throughout this year has tkto a call

from industry to spread beyond the Waikato regidtis is a measure of success and an outstanding

opportunity for the aviation sector. It hadways been the goal that theational aviation sector would

unite to build capacity and capability. We are hesgddown this path now with thelgster changing its

name to Aviation Industry Cluster, A&tC. Now with 55 members, 8¥ whom are outside the Waikato

region, and major contributors, thefcdzd 4 SNR& | ROGA&a2NE o062+ NR KIFa ySSRSR
result is the recruitment of Gordon Luke from Oceanieeromotive based in Ardmore, Auckland, to join

the advisory board.

Operations
9 Cluster General Manageétlired - Aviation Industry Set for Growth

The Aviation Cluster board has appoin®daun MitchellGeneral Manageto lead the growth of this
industry.

Mr. Mitchell will lead thecluster in developing the specialist aviation paint facilityhis i®ne of several
initiatives in place to support our aviatia@uster members, attract new business to the region and
expand current business.

The timingfor a full time manager of theluster has been in line with thglanning and implementation
of board goals and vision. Bgimg Mr. Mitchell on has increased the tempo of the key projects of the
cluster and is success.

Capability Building
1 Heat TreatmentFacility Plant

The need for aegionalheat treatment facility was identified through the strategic planning process
which found that the aircraft manufacturing industry is not well catered for in the Waikato/Auckland
regions Aviationgrade heat treatmenis a major constraint for current members as well as an
impediment to attracting other manufacturers to the region.

Pacific Aerospacgreviously used a salt bath system &uminumheat treatment but it could only treat
small itemsAll other duminum heat treatment work was contracted outHoweveraviation work
requires different treatment cyclethan most general work (nosircraft related) and also requires
certificationin accordance witlaviation standards. The scale of aviation work is small @etbto

other competing general clients and turnaround and service was not meeting aviation needs.

As a consequenagf the lack of existing facilitieghe lead time for getting items heat treated was longer
than the production cycle for each aircraft,daignificantly affected production schedules.




Manufacturers could not plan properly for their future growth as long as they were constrained by the
heat treatment being done by an outside subcontractor.

To address these issuebgtcluster purchased a hé#reatment plant from Fieldair and relocatetito
l'FYAEfG2Y TANLERNI 2y tFOAFTAO ! SNRraLIl OS [AYAGSRQaA
initiatives designed to generate revenue for ttlaster and address an infrastructure deficiency

Theinstallation is complete and the plant is now operational. PAL completed a significant upgrade to the
control and instrumentation required to undertake certified aviation heat treatment.

Articles have been circulated about the plant and promotion isdpglanned to ensure the wider
industry is aware of its availability.

The facility is fully operational and carries aviation certification and can now offer this capability to other
companies nationally. In the long term this will maintain plant utilizadad the skill level in Hamilton
and will provide futurecluster revenue.

The facility is expected to return the capital cost to thester. More importantly, thisremoves a
production roadblock and offers another critical aviation servicth&industry

1 General Aviation (GA) Runway

Thecluster identified that having appropriate airport infrastructure, including runways and taxjways
available in the region is critical to ensuhat growth ofaircraft maintenance and airline pilot training
is not impeakd.

Chris Evans, General Manager of Hamilton Aero Maintenance publicly stated that his business will
benefit greatly from the sealing projedipproximately75% ofl | Y A £ (i 2 glstom&ry Rta
Hamilton to get maintenance performed on their airctaWhen thegrassrunway is closegcustomers
are inconvenienced by having to wait for other traffic the sealed runwayand subsequently have
additional flighttime. When this happens, thers always the risthat the customerswill go elsewhere
for their maintenance needs.

CTHight Trainingand Waikato Aero Clutely heavily on the grass runway to deliver airline pilot
training programmes Their training programmes provideg to 45,000 flying hours in 20@8more

than any other flight training opetorsin the country. Over the last two winters the grass runway was
closed for more that 5 monthsorcing the general aviation traffic to use the main airport runway.
When this runwayvasclosed pilot training hours baakd up and operational efficiencgnd
throughputwasimpeded.

The urgency of the neecliminaked in Hamilton Airport and thewiation IndustryQusterto undertake
the sealing of a 65Metre grass runway at Hamiltorirport which isnow complete A sealed runway




means CT@nd Waikato Aey Clubcan plan for growth and have greater certainty of meeting training
targets and contract commitments

As at 1 July 2009 the general aviation runweagcompleted and sealed, and wonkasbeing finalised
on the surrounds necessary for CAA Certificati@he runway was opened by Minisidapp on the 16"
September 2009 Without a contribution from thecluster, HamiltonAirport would not have been able
to provide the funding for the project

Cluster Member Assistance
1 Lean Manufacturing

Both Racific Aeospaceand Stainless Design Limited have completédllroll out ofthe Lean
Manufacturing Progranwhile Oceania Aviation Limited / Aeromotive have completed their introduction
to the process. Results from Stainless Design LimitedPanilic Aerospadeave been impressive with
efficiency savings of around 2@% being achieved.

International Market Influence
1 Europe/NZ Bilateral Agreemerferomotion

In cooperation withAviation New Zealand and NZTHster members have been promoting al&ieral
agreenent with Europe to ensure open access for New Zeateasided pilots and spare parts into

Europe. This requires high level government to government agreements between New Zealand and the
European Community.

1 Hamilton Airport Rezoning for Aviation Industipevelopment

McConnelProperties have been engagdyy Hamilton International Airpors developers for the
Airport Titanium Park development which will offer the region premiere industrial development
opportunities for appropriate industry. Manufacturiniggistics aviation, transport, research and
development and retail are among the target sectors.

Rezoning has been completed with Waipa Distimincil and aviation related activity is permitted to
operate 24/7.

McConnell have been introduced to tlister and provide an excellent development partner for new
industry looking to locate at the parldepending on circumstan¢c&lcConnelimay be able to offer
freehold, leasehold, build and own or leaseback options to prospectirrganies

Several companiesre considering establishing at the airport because ofdbster activities The
location is under consideration hiye new Waikato Specialist Aviation paint facility, a rotary wing
manufacturer and a composite company




Promotion
1 Regional and nationiprofile building

The success of th#uster has meant more and more members have wanted to joirchhgter from
outside of the Waikatmegion With the recent application for a research consonti grantfrom Tech NZ
to support new aircraft and materisdchnologies emerging from the industtyere has been aall for
the WaikatoAviation Quster to extend is reah. While the WAC does not consider itself éhiational
Aviation Cluster Eis now available for members from right acroseWZealand With this in mind a
name change to the Aviation Industry Clustéth anew AIC logavasannounced and released at the
1,000 aircraft celebration on 16of Septembe2009. Currentlyof the 55 members, approximately 17
are from outside of the Waikato areso the change is timely and necessaie industry is too smalb
have severasmall clusters workingn isolation of each other.

9 Celebrating 1000 manufactured aircraft

A total of1,000 airplanes have been manufactured
four companiesn New Zealad and represent eight
models including: five models manufactured by
Pacific Aerospacethe R750 XSTOL, €T Cresco,
Ct SGOKSNIJ YR ! ANJ ¢ 2 da0Bs N
160Aand 160AtrainersT  a A ONER Bangh I
. HH aAONRf A JIK Ddminatgf R ! dzi
Gyrocopter. '

The duster saw this as a crucialilestone arl
recognized a need to embrace it and take this
opportunity to show New Zealand and the rest of th
world the aviation industry and its capabilities.
Minister Wayne Mapgoined thecluster members to
celebrate this event with an air display of the
manufactured aircraft types and a celebratory dinne
where the future @ the duster was unveiled. Max
Clearfrom Micro Aviatiorwas recognized for his
significantcontribution to the aviéion industryand
the production 0f334 aircraft. Over 54 yearsPacific
Aerospace produced 629 aircrdfom 5 different
models AlphaAviationproduced 23ircraft;and
Autoflight produced17 Dominator gyrocopters. With
the addition of Auckland based Eamposites with
the Furio, Rotozor®@ Gyrocopter and the potential

aircraft designs it is expected that the nexQ0 aircraft will be produced within-X0 years




1 Launch ofNew AlCwrebsite
0On16" of Septembe2009at the celebration of the D00 manuéctured aircraftthe clusterreleased its
new web site. Theew web site is designed to caterthe needs of our members and highlight to the
world the capabilities and capacitf its members. It is overdue thateM Zealandand the rest of the
world appreciatethe New Zealandaviation industry. MwZealandda | @A (A 2 ys$80¢ Rdza G NB S
million per year, substantially more than the wine industry. AIC supports AviatisrZdalandand AIA
to build this profile and let the world know what we have tifeo.

www.aviationcluster.co.nz

Cluster Board Member Profiles

John Jones Cluster Chair and director CTC Aviation Training (NZ) Ltd

Mr Jones was appointed Director and CEO of CTC Aviation Trainingd(iZ) L
May 2007. He retired as CB@d chairmarin May 2009, butemainsnon
executive directorHe is passionate abotite world-class airline pilot training
CTC provides and is committed to ensuring it maintains its global leadership in
the field.

Priori 2 22AYAy3 / ¢/ X aNI W2ySa o6Fa 5ANBOG?2
Authority for six yearand before that he was a senior pilot and CEO with Mt Cook AirliHesalso
continues to hold the position of Cook Islands Civil Aviation Diréasrreral. www.ctcaviationcom

Chris Doak, CECHamilton International Airport
Mr Doak was appointed CEO of Hamilton Internatiof@port in early 2006.
Under his leadership, the Airport has embarked on a growth strategy ingodvi

Park.

Prior to his current appointmentMr Doak was General Manager Growth
Development at Hamiltotnased WEINetworks Limited, where he workeior
nine years. www.hamiltonairport.co.nz



http://www.aviationcluster.co.nz/
http://www.ctcwings.com/
http://www.hamiltonairport.co.nz/

Maxine Sutton , Manager Micro Aviation (NZ) Ltd

Ms Sutton has held the position of Manager at Miéwiation (NZ) Lttbr five
years. She works alongside CEO, Max Clear, and her role sees hielgamey
aspect oftompany operationsUnder her management, Micro Aviation has
reached the milestone of manacturing and assembling over 3B&ntam
microlights and now exports to seven countries.

Prior to joining Micro Aviation, Ms Suttdrad experiace in workshop
managementadmlnlstratlon and customer servicegww.microaviation.co.nz

Damian Camp, CECPacific Aerospace Ltd
Mr Camp is CE®acific Aerospace LimitetHewas previously CEQyita ablotechnology companin
the New Zealangheep farming industry.

a NJ / | eXfdeledce extends to the consultancy fielehere heworked for
Chicagebased management consultan®.T. Kearney LtdTherehe consulted
with such clients aéir New Zealand, Pdic Dunlop, Telstra Australia and
General Motors in the areas of strategyveédopment, premerger valuatiorand
supply chain managementvww.aerospace.co.nz

Gordon Luke, CEQAeromotive / Ocea nia

Mr Luke has joied the Board to represent thiglaintenance Repair and Overhaul (MROnpanies.
Oceania Aviation is based at Ardmore in Auckland and semmemaintains helicopters and jet
engines. They provide a link with aviation companies based at Ardnt@ceaniawns Aeromotive an
aircraft service centre based in Hamilton

Steven Perdia, Strategic Planning and Enterprise Director, Wintec

Mr Perdia idirector of Planning and Enterprise at the Waikato Institute of Technology leading strategic
units (projects, kowledge & planning), and enterprise units (research, international,
business development & regional deliveriyjeviously Steven was liaison manager at
Waikato Business School.

Steven is the Opportunity Hamilton representative on the cluster board.



http://www.microaviation.co.nz/
http://www.aerospace.co.nz/

Peter Smyth, Sector Manager, New Zealand Trade and Enterprise

Mr Smythis a HamiltorbasedNew Zealand Trade and Enterpr{id& TEpector

Manager with special responsibility for the General Aviation Industigw Zealand

Trade and Enterprise is the New ZealG2 GSNY YSy i Qa SO2y2YA 0O RS@S
agency.

Prior to joining NZTE, Mr Smylorked in the aviation industryHe also hasecent
international commercialisation experiencé-e is an experienced Director and member of the NZ
Institute of Directors.Additionally, Mr Smythrained as a professional engineer and was awarded the
1995 ECNZ Rutherford Awangww.nzte.govt.nz

John Cook,Managing Director Stainless Design
Mr Cook idManaging DirectorStainless Deignin Hamilton Thecompany servicegariousindustries
including dairy, food, packaging, beverageapneaceutical, marine andwaation.
In 2007 Stainless Designas awarded three accolades at tiiéaikatoWestpac
Business Excellence AwariisludingManufacturer of the Year, CEO of the Ye
and the overalBupreme Award.

Mr Cook isnivolved with Wintec as an Advisory Board memtoethe
Engineering Employer Partnership GroH. is als@ member of the Institute of
Directors.www.stainlessdesign.co.nz

Gretchen Jahn, Director Knotridge Limited

Ms Jahn has 30 years experience in manufacturing, aviation and IT leadership. She
has led business start up and turnaround efforts in several companies as either an
executive or a consultant. Currently she is Director of Knotridge Limited, providing
strategic consulting services to businesses in aviation and manufacturing industries.

Most recently Ms Jahn was General Managépha Aviation Ltd,rad prior to Alpha
shewas CEQVylooney Airplane Company in the UBuring her careeshehas held
several positios within the technology sector. As an avid pilot for over 20 years,
Gretchen is a member of the 99s and the Colorado Pilots Association.

Gretchenisnow based intie USA and remains on the board as our link to the aviation industry in the
USA.



http://www.nzte.govt.nz/
http://www.stainlessdesign.co.nz/

Financial Report for FY 2008/200 9

Management Costs
Recruitment Costs
Payroll
Administration
Meetings

Sundry

Cluster Projects

Lean manufacture

Heat treatment

Paint Shop

Software ERP

Flight instructor JAR training

Skills Audit

Apprentice Training Seime

Sealing G.A. runway

Hamilton AVEX expo

Two industry public relations events
Bilateral aviation negotiations with Europe

Investigate new technology in composites

Design / certification of new airplane design

SpentAIC  Private Sector Total Spent| Unspent| Budget
1,660 1,660 (1,660) 0
124,543 124,543 457 125,000
34,752 34,752 248 35,000
66,601 66,601 (66,601)
12,621 12,621 (6,621) | 6,000
173,576 66,601 240,177 | (74,177)| 166,000
73,893 16,437 90,330 69,670 | 160,000
46,928 47,828 94,756 5,244 | 100,000
95,449 6,900 102,349 47,651 | 150,000
6,101 0 6,101 9,899 16,000
1,800 1,800 8,200 10,000
0 0 10,000 | 10,000
0 0 20,000 | 20,000
208,240 212,478 420,718 | 179,282 600,000
25,604 25,604 (604) 25,000
9,925 0 9,925 5,075 15,000
3,600 0 3,600 56,400 | 60,000
32,738 0 32,738 8,263 | 41,000
23,300 28,456 51,756 (11,756)| 40,000
527,578 312,099 839,676 | 407,324|1,247,00(
701,154 378,700 1,079,853 | 333,147(1,413,000




Looking Toward the Future

The coming year for thduster will be its most exciting yet. With
the paint facility set to be underway in Martpril 2010, thecorner
stonewill be establishedor the future development oflaster
initiatives. With 16 new aircraft desigria different stageof
development along withthe development of new technologies and
materials it mearsthat there is no end of talent and potential in the
New Zealandaviation sector.

At full commercialisationthesenew aircraft couldresult inan
additional$927 million in exportevenueper annum. This isna
opportunity of significance and one that our government is taking
seriously in supporting #hduster adt looks to continueo build
capability and capacityl' heindustry will need to be readip take
advantage of these opportunities as we look to carve a worldwidg
industry niche as the centre ofe@eralAviation aircraft
manufacture, maintenance and airline pilot training

Composites Facility

With new product deglopment and 15 out of 16ewaircraft design
being full composite constructionve will need araviation
composite facility capable of handling thecessarylesign and
prototyping. Theluster has set aside funds to bring stakeholders
together to devel@ a company that casupport the potential
demands for giation composites. Several parties in the industry grd
being approached to team up and develop a business model that
can produce the complex, light and strong parts needed to suppoft
the current degn flow into composite structures

=

Commercialization Company

The Aviation Industry Cluster has the opportunity to position New
Zealand as a global leader in light aircraft design, modeling,
prototyping, certification and productionisation.

New Zealand haan industry gap in the prototyping, certification
and productionisation of new niche aircraft which can then be built
and assembled in New Zealand. If this gap is filled with a new
companythat iscapitalised and skilled to build the first of type,
certify it and develop assembly standard operating procedures, in




return for a share of equity, it will remove a significant entry barrier for new niche aircraft, and position
New Zealand with a unique set of skills to commercialise hew aircratft.

This has sigjficant benefitsfob S g %S| t I yYRQa | @A | dndBilds ok thidcapakility® NI LIdzi
and capacity developing as part of theginal Aviation MRI

Supply chain members and aviation investors have expressed an interest in the concept. Ongoing
passve income or the ability to down sell equity will allow the new company to repeat this process on a
sustainable basis. It also builds on the Tech NZ Comsaapplicationand the specialist aviation

painting facility

Laminar Flow

An international aerognamicist attracted to Hamilton because of thester activity is developing a
retrofit wing modification that will have signifioafuel saving benefits foridines Discussioswith an
airline companyare continuing andhey arecurrently carrying outlue diligence on the proposal

Research Consorti um

Thecluster has applietb Tech NZo establish aesearch consortim and has passed the initial
evaluation. The consottimwould use the structure establishdxy the dusterandprovide funds to
supportindustry and product development. The application hasd initial favourable reception from
the assessment panel

Waikato Specialist Aviation Paint Facility

The AlMlansto establish a long term profitable and sustainable specialist aviation paintyfdlait
meets the quality standards, pri@nd throughput requirements of its shareholders and the wider
aviation industry The facility is expected tmecome a catalyst for attracting other aviation
refurbishment and manufacturing businesses to Hamilhod growing capacity to the industry

The duster is proceeding with establishing a
world class quality Aviation Specialist Paint
facility which:

9 Has sufficient preparation space to
allow painting and preparation to
happen separately and
simultaneously
1 Can cater for repainting existing
aircraft and painting of new aircraft
at the same time
1 Meets health and safety requirements and environmental requirements
1 Has sufficient heat/paint dry capabilities to allow appropriate improved throughput
1 Is attractive toother aviation customers from around the country and internationally













