LEOVI  SUBMISSION NO.109

moving communities forward.ﬂ el

Our ref: R90/0846, Out-5807
Further Contact Rlchard Connors

27 August 2(}02

Committee Representative
House of Representatives - :
Standing Committee on Transpozt anci Regzonal Scrvxces
Parliament House _
CANBERRA ACT 2600

INQUIRY INTO COMQERCIAL REGIONAL AVIATION SERVICES IN
AUSTRALIA AN D TRAN SPORT LINKS TO MAJ OR POPULATED ISLANDS

Local Government is a key stakeholder m the provzsmn of avxatmn scrvlces to regional Austraha Many
airports in regional centres are owned and operated by local councils and the infrastructare, and
associated airline services are vital components for the ecoriomic and social development of regional
areas. Similarly, many- urban councils are d;rectly affected by pohmes regulatmg access to the iarge'r czty

airports, - especially relatiig to' aircraft moise issues. Rather than addressing each of the inquiry’s

individual terms of reference, Lgov NS‘W wﬂl outline a. range ‘of issues that our members have raised in
relation to reglonai avxat;on semces These are Izsted under the brccad headmgs of:-

e  Cost pressures unpactmg on rcgmnal avzahun : .
e  Access to Sydney Aurport mcludmg mpacts of the recent sale of thc axrpcxt, and
¢ Therole of govemments in reg:onal avxat:on '

We are also aware that some of our member councils are planning to make individual submissions to the
inguiry wh:ch may explore some of these aspccts in more detaxl :
1. Cost Pressures Impacting on Regional

1.1 Fuel - ' o s
Increases in the pn::e of ﬂael over the Iast 3 years have an unacceptable affect on the viability of

small regional zirlines. For example. the increase ini the price of Avgas from 57.5 cents per littein =
1999 to around 91 cents per litre in 2002 prov:de in many cases a prohibitive fncrease to relatively

small companies with annual turnover of less than $1.5 million. While it is recognised that -
governments have little influence onthe. ﬂuctuatxons of world markct prices of fitel, the Federal
Government has direct eontrol over the level of excise. lewed, and even a relatively small reduction

in this excise wou!d represent a tangxble rehef measu‘re for many small reg;onal awrlines.
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1.2 Cemphance Costs L :
All stakeholders mvolved wnh the prowsmn of reglona’l avza’uon services in NSW recognise the
importance of high standards of air safety and acknowledge that under no circumstances should
comers be cut in specxfymg and adm:mstenng air safety rcgulatmns and standards. Nevertheless,
we are concerned that many recent air safety. regulatory initiatives have been ovarly bureaucratic,
poorly administered in terms of consistency, efficiency and faimess, and in some cases an
unacceptable degree of subjectivity. The need fo upgrade aircraft to new standards also has a major .
effect on new hub and spoke operations or larger aircraft imto. Sydney Airport (KSA). KSA
regulations may also fome smali axrhnes into. more expenswe aircraft which may make these
airlines unv:abie : :

1.3 Loc:atmn spec:ﬁc and en-route chargmg .
The introduction of location spectﬂc cha:rgng for termmal namgatmn., rescue and frefighting
services and en-route nav;gatmn charges for low capacity RPT operators while justified from a
strict resource allocat:on and ecanomzc efﬁciency pmnt of wew provzdes sxgnﬁcamly mcrcased

of small planes’ compared to: larger axrcraft d;scnmmates agamst regzonal airlines generally and )
shculd be changed to aper passenger charge . o

1.4 Landing Fees
Small regional air operators have noted that the immmum landing charge at Sydney Airport
provides a stmctural pricing d:sadva.ntagc comparad to. the landmg charges for larger aircraft
arrivals. - o _ _ :

At airports outside of Sydney, operators ha.ve noted that Iandmg charges have steadily escalated
over tecent years. While it is reasonable to expect the owners of these airports to recover the costs
of their operation, their’ pricing: practxces have contributed to the cost pressures of small regional
operators. Regional airports are almost. excluswely owned and’ operated by Couscils. Currently
some councils charge fees reﬂectmg the cost of the service provide, while others subsidise the
services. through ‘their ratepayers, justified on tourism ot regional development grounds. A
consistent approach to airport charging mcludmg the ;Jossxblhty of government subsidies where the
taxation burden is shamd by the commumty asa whola may address this nnbalam:e

1.5 Value of Austrahan Bollar :
The current low value of the Australian Dollar has contributed to significantly increased costs for
all regional airlines in the areas of aircraft purchase costs, aircraft parts costs and the price of fuel,
all of which cannot be offset. by !ugher fares due to the relatwe price elasticity of demand for
regional arr travel.

2. Accessteo Sydney Alrport

The issue of access to Sydney auport is one that is cruc:al to Local Governmient in NSW. While
cognisant of the economic logic of using. larger aircraft to manage and cxpand the capacity of
Sydney Airport, there are other: broader economic;’ “social and regional development issues which
should also be considered, Local Government in. NSW, including both urban and regional councils, =
is united. in its support for continued regmna} access to- K.mgsford Smith Airport at affordable
prices.

- We are nonetl_jxeless ont emed at the statement made by the. successful bldéer for Sydney A:rport G
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through a reduction of the present Gurfe‘w or the subsumtlon of slote currenﬂy available to smaller
regional aircraft for larger a:rcraﬁ SRR T _

The Associations have therefore sought guarantees from the Federal Government that the sale of
Sydney Airport will not resuit ini

»  Any reduction in the eurfew mangements aud assocxated noise maaagement polices presently in
place, or

e  Regional airlines being forced out of Sydney Alrport, or to use slots whlch are inconvenient to the
vast majority of regmnal users :

Regional cammunmes remain concemed that whxle the exzshng s!ot management regime may be
adequate, parhcmlarly for peak hour aceess, there are no gnarantees about future access. It is vital to
these communities that access is maintained and that services are ‘appropriate to the local
community. Pricing and access mechanisms should not focus solely on the optimal outcome for
Sydney Airport, but: should: also: address the ‘continued . provision of viable, profitable services
delivering frequency and quahty of semce appropnate to the needs and size of rural commumues

A suggestion that regxonal operators be encouraged 10 use larger aircraft to maximise Sydney
Airport’s capacity also dlsadvantages smaller regional operators and therefore the communities

they serve. This process could require new infrastructure at airports in ‘regional centres (ie minway
lengthening/ strengthening reqmrements) to facilitate larger aircraft. Local Government may not be

able to fund these infrastructure improvements from their own funds. Federal Government may
need to support these infrastructure improvements as the costs that may in many cases be unable to

be borne by small communities. Without these infrastructure improvements, the use of larger
aircraft will inevitably reduce the number of ports being serviced. While this may encourage the
growth of larger centres such as Dubbo, Wagga Wagga, Albury Lismore etc, it will be at the »
gxpense of medmm szzed commumt:es served ’oy smaller axrcraﬂ _

The prospect of regmnal a:rlmes using Bankstown rather than Sydney is not attractive to repional
operators and unacceptable to reg:onal communities. State and Federal Government would need to
spend enormious sums of money on transport infrastructure between Bankstown Airport, KSA and
the CBD. Even if transport infrastructure were ‘provided, there would still be extra time and cost for
country people having to do business in Sydney or mfmg to interstate or international flights,

3. Roleof Govemments

3.1 Regional Hub Development
The Associations are particularly concerned with the contmued uncertainty in the airline industry,
especially where it relates to the ava:labnhiy of air services in regional areas. Clearly one of the key
aspects of the reglonai aviation issue is the” ongoing economic : “viability of many services
particularly those fo remote or ‘distant communities, or those. wzth low traffic volumes. In
recogmtxon of these constraints on the commercial provision of many services, the Associations are
proposing that a study be conducted into the feasibility of establishing regmnal aviation hubs in -
various strategic centres in reg:onai areas of NSW. These hubs would aim to facilitate the
commercial viability of services to that region, and may include various elements such as airport
and runway. enhaneements, tezmma] developments and enhanced mtegranun and connectxvaty with
other services or transport modes in that region.

Lgov NSW was encouraged by the Mlmster for Regional Services, Territories and Lecal
: Govetmnent o seek"’ dn_ig under the Re 'on_a_l Selutmns Programm_e_ towards the engagement ofa -
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including this mqun'y Nevertheless we relterate our stated views on regional aviation hubs and call
for an m-gent apphcatmn of fimdmg elther under the Regxonal Soiut;tms programme or from other
sources to progmss thxs proposai S : L

32 Commumty Service Oblxgations
Councils have expressed support for the prznmpie of Cominunity Service Obhgat:on (CSO) for air
transpart to regional and remote Australia as it does for telecommunication services to those same
regions. It is 1mportant that the Govemment develops a CSO scheme for air transport.

We acknowledge the Federal Government’s existing subs1dy arrangements under the ‘Remote Area
Subsidy Scheme (RASSY". The scheme is designed to provide transport services to communities
located in some of the most Temote ‘areas of Australia. In 2000/01, the scheme provided subsidy .
funding totalling 81 /588 million to assist 5 air operators to provide air services to 200 remote -
aerodromes: throughout Australia. Similarly the loans available under the Rapid Route Recovery
Scheme (RRRS) has’ asmsted azrhnes restart semces on the routcs that were served only by Axlsett

or its submdaanes ' : . .

The cherai Gevernment s Commumty Semce Ohlxgatzon (CSO) payments for the provision of .
telecommunication services to regional/ rural Australia is an example of the type of principles that
could by applied by the Federal Government in the development of a CSO schezne for air transport
services to reg:onal and remote Austraha. - . _

It is the Assocxatmns view that the Federai Govem;mnt should finance CSO payments from the
interest savings (on borrowings) which will result foilowmg the sale of Kingsford Smith Axrport It

is understoed that the Federal Government cuxreatly outlays some $340 million annually in interest
payments for KSA. With the sale of the airport, the Federal Government will be in a position to
allocate a proportion ‘of these former interest payments to the establishment of a CSO scheme for
air transport services to- regmnai and rural Australia, This is parhcnlarly important for the smaller o
regional centres that may be. disadvantaged by the deveiopment of regional hubs or by potemml
Sydney Airport access measures or have been femed to close due to the loss of RPT services in
recent years : . . : - . R . . .

Zones could be wtabhshed at reasonable dxstances ﬁom regmnal centres, or even sliding scales
depending upon the annual pumbers eg 50,000 is less than 30,000 is less than 15,000 passenger
numbers etc. A scheme along the lines of the former Aerodrome Local Ownership Program
(ALOP) could serve as a useful starting pomt for @scussnm Ultlmately, some subsidy has to be
paid, at least on regulated routes. - .

3.3 Whole nf State Deveiopment
At the recent NSW State Assembly of Local Govemment, the Associations resolved to promote a
whole-of-state development dzalogue across Local: Govemment betwcen spheres of gcvc:mment _
and with business and’ the. commnmty ‘This covers a range of issues re]evam to regional
development a.nd av:atmn semces in regxonal areas mcludmg R :

s That the three spheres of Govcmment must work together to find mechanisms to encourage a
whole-of-state approach, in a natwnal oontext, to transpo:t mﬁ'ast:ucture and regional dﬂvelopment o
planning and policy deveiopment i

o - That transport policy addresses the transpcrt needs of regzonal communities as well as urban
communities and that govcmments provide for greater investment in transport inclusive of all
communities

»  That Local Government promote public debate on mfrastructure funding with full consideration of
;f:;ns including mﬁ'astmcture bonds, and regxonal targeﬁng of busmess m:gratmn mves‘{ment i

s,etc"'-_. S : _
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In summary, the Assocmt:ons have Iong sought to break down the city/ country divide on issues of
state and national importance. One of the critical components to the breakdown of this divide is the

implementation of appropriate ttanspm‘t po}m:es, including those affecnng reglonal awatmn, to
encourage investment and deveioyment ina who!e«of-state coniext.

4. Summary

Small regional alrlmes not only provide a much needed service to their communities, especially to
the local business community, but also provide a service to the whole community by allowing
access for food, medical supplies, mail and other urgent supplies and by providing these
communities with access to the Capltal cities, larger reglonal centres and other smaller centres, and
through connections thh overseas destinations. The provision of a:rpo:ts and associated aviation
services also provides a significant deveiopment unpetus to regional areas and helps to further
encourage development and business investment in that region. In light of its importance to the
future sustainability of regxonal Austraha, we seek the Federal Govemment’s ‘commitment to
ongoing support for the regmnal avxatlon sermccs m Austraha.

Thank you for the oppoz'tum‘cy to makf: a submssmn to thas mqun'y

Yours sincerely

.g.-é

Cr Peter Woods OAM S | Cerke Montgomery

President - ' ' . President - - _ v.

Local Government Assocratzon of NSW - o Slures Assoc:anon of NSW

cc: Hon Wilson Tuckcy MP
Minister for Regxonal Semces, Temtones and Local Govemmem :
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