SUBMISSION NQ. 42

Submission to the inquiry into commercial regional aviation services in Australia
and transport links to majer populated islands.

I wish to address the committee specifically in regard to the following terms of reference
points, and to offer measures that can mitigate the current state of regional air services;

1. The a‘dequacy of commercial air services 'in reg'ioual and rural Australia.

The provision of certmn serv:ces are essentlai to the ongoing health of regional
communities, these mclude health education law & order, communication and

transport.

Regional air services are essential if we do not wish to see regional communities
die.

Regional air services are essential to support development and the quahty of life
_ in regional communities - . without same day return services, it is extremely
difficult to attract or retain business, - without same day return services it is
extremely difficult to retain fly-in specialist medical and other professional

services;

Example- in 1997 Tamair reduced RPT frequency on the Inverell — Sydney route
to a single daily service on Tuesdays and Thursday.: The result was the loss of the

- town’s only vzsztmg oncologist (who flew in once each month from Sydney), this
necessitated people requiring cancer treatment 1o drive to Armidale (1hr 30min)
or Tamworth (3hrs) Thzs added szgmf cant addztzon cost to the community.

The cost for the Gov'ernment to suppert regm‘nal air services to smaller
communities is much less than the cost to provide alternate commumty
services such as health. Where an air service does not exist there is a much
greater hidden cost with people traveling to major centres to obtain services.

Commercial. viability of i*egional air services mostly dictates the level of services
offered by the reglonal azrimes

_ V1abllity has two sxdes, costs and the revenue (10ad factor x yield) a route can
- generate. .

_ Tn broad general ferms the amount of revenue that can be generated on any given

~ route is’ relatively. finite. A carrier can charge ingher fares but load factors

~ decrease, and converseiy with lower fares load factors increase. Where a new or

an addition cost is passed on the passenger some passengers will not fly, the
following example highlights the extreme sensitivity;.
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Example — in 1997 Tamworth Czty Counczl restructured its charging policy which
resulted in $130,000 pa in additional charges to Tamair, air fares were adjusted
by 3% to cover the addition costs, however total revenue ‘dropped by 6% as a

direct result.

Whilst total route revenues may be finite, costs are very much subject to
fluctuation and many factors beyond the control of the operator. In the last decade
~ the followmg factors have all eontnbuted to the erosion in the viability of regional
air services; '
o Lack of dccess to capztal and hzgh cost of f nance
o Decline in value of the Australian dollar -compared to the US dollar,
 which has increased cost of replacement aireraft and cost of parts
e Jncrease in charges at all levels, local charges (after the Commonwealth
" handed ownership of airports to local councils), capital city airports
through privatization, airways charges, CASA fees, etc
o Increase in cost of fuel, and much higher prices paid by small operators
compared to the larger carriers
e [Increased insurance costs for smaller azrcraft

On many axr_roa_tes, and many non scheciuled charter services, operators use old
substandard aircraft.

. For exampie One axrcraft used extenswely on margma_l scheduled services is the

. Piper Chieftain, these aircraft in age and total time are now very old. Even when

- new the Piper ‘Chieftain - aircraft had considerable perfoxmance limitations

however with age the performance and reliability has decreased to a level where

" these aircraft are no longer capable of provxdmg an adequate level of safety or
- reliability for scheduled services. R :

In some areas of Austraha modern aircraft have been introduced onto the smaller
miarginal routes, passenger numbers have increéased on these routes as a result.
Aircraft such as the Cessna Caravan have been a significant step forward,
however their mtroductmn has been hindered by high capital cost and a high level
of CASA bureaucracy. 3

To service smailer regnonal cemmumties, :
s An adequate schedule needs to be offered

- »  Costs must be reduced and
o Newer modem alrcraft need to be mtroduced

. Service standards should be- estabhshed for axrcraft serv1cmg all scheduled
routes, particularly small aireraft. '




2. Policies and measures required to assist in the development of regional air
services. ' ' .

Regional hub servicés

The major problems associated with hub services reiates to the fact that
most of the cost in any air service is in the departure and arrivals, with hub
operations these are duphcated secondly if the hub and feed are provided

by two d1fferent operators overheads are aiso duplicated.

One of the most 1mportant aspects to v1ab111ty of regional services is costs.
Hub servwes are s1gmficant1y more- expenswe than direct or triangulated

services.
Small scale owneréoperator services

Costs and access to capital are the bxggest barriers to successful small
scale operations. Most small carriers cannot access capital and do not have
the purchasmg power, of the larger carriers.

Small scale operators pay much more for fuel, finance, insurance, parts,
access to reservations systems. ete. They aiso have a proportionately higher
overhead charge . _ _ .

Small scale operators ﬁnd it very dzfﬁcult if not impossible to raise capital
(one of the problems is the fragility.of operatmg licences which can be

revoked on the whsm of a CASA ofﬁcer)

Many smalI operators have seen an erosion of their charter base with the
expansmn of community based services such as the RFDS. For example;
in NSW the RFDS now conduct flights for the Rural Aerial Health
Service, which was prevmusly carried out by small operators, this has
severely eroded the v1ab111ty of those small charter services.

Commumty funded servnces should engage local provxders where

-possxble to ensure mutual vnablhty

There isa szgmﬁcant opportumty to pooI the resources and buying power

into a “community airline group, that could operate a network in its own

' nght orin conjunctlon with ex1stmg small busmesses )

The deployment of most smtabie axrcraft types

The capital requirements to provrtde the most suitable aircraft on the small
thin routes, and to remote communities, is often prohibitive.




3.

To offer the most suitable aircraft, costs and capital must be controlled,
unfortunately small operators often do not have sufficient critical mass to
enable the “most suitable” aircraft types to be offered.

Interconnectivity between regional air transport systems, major national air
services and intematio‘n‘al services.

. On most reglonal scheduied routes a substantlal proportlon of passengers are “on-
. carriage” traveling through to-another destination. It is the responmbihty of both
the feed and trunk camers to cater for these’ passengers '

Tt is unacceptable for the ma_wr carrier to “deny on-camage access or service to

the regional passenger. In the past both major. carriers have denied access to
smaller operators to control the market place and potential competition.

On-carriage s’erv1c':es are essentzal.

The role of all three levels of Government in supporting and assisting the

o development of regmnal air services.

Currently there is far two many Iayers of bureaucracy involved, and there is a lack

- of understanding of the cost 1rnphcat10ns or the ﬁnanczal sensitivities. .

Al three levels of Govemmcnt have generally hmdered the prov1szon of viable air
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" Since the Commonwealth handed iilany a{ri)orts back to local councils, charges

have increased. Local councils took the cash initially and failed to fully account
for ongoing airport maintenance costs, most local councils have a high level of
passenger charges or 1andmg fees. :

Whilst local councils feel their charges are only very small, they fail to realize it is
one of many that combined contribute to the reduced viability of regional services
For ‘example; in 1995/6 Tamair - ‘operated services between Launceston and
Flinders-Island, local charges’ exceeded fuel, maintenance ot crew costs, yet the
local council still demanded a quality air service at prices 60% of those offered on

oan equivalent mainlancl route dxstance, the contractmg company went broke as a
~ result; I :

) Lecal charges must be removed to aliow future v1ab1hty of regional air

services. Local councils do not charge people to use their streets nor should they

their airports.




The slot management scheme was originally designed to provide noise relief for
Sydney residents and built in certain protectlon for regional services, however, in
the long term it will threaten regional services through revenue pressures of
Sydney Airport’s owners. Whllst there is a valid noise argument to cap jet
movements at 80 per- hour, there is no valid reason to include quiet regional

aircraft.

- Regional aircraft that can meet strict no:se gmdehnes should be excluded
 from the 80 movement cap at Sydney KSA '

Each State has its own controlkmg department ail with different requirements and
policies. In some cases they do nothing except add cost, for example: The NSW
Air Transport Council policies ovet the last decade have been a disaster, where
the control of routes has often been based on" the whims of the Council.
Appointment of non-viable entities and managed competition are just two

highlights.

State Govemments should have no piaee in licencing of air routes or
- operators.- _

The Federal Government should take a much more proactive role in the
. maintenance of commumty service obligations, by coordinating and facilitating

the provision of air services to regional and remote communities. Federal
authorities have ultimate responsibility for. national transport infrastructure such
as hlghways and rallways and should aiso assume overall responsibility.

CASA must aIso become more accountable for thezr actions and direction. CASA
has grossly mismanaged many of the smaller marginal operators to the point
where ultimate action has involved bankruptinig the operator through the
eénforcement ' process, whereby positive  intervention' would have ensured
immediate safety remedies and continued services. For example: Yanda Airlines,
where CASA took no measures to assist the operator over véry minor occurrences
but chose to enforce without notice and to “starve” the operator out of business in
the appeal process. The CASA officers involved had no accountability, and now 5
communities no lon'ger have an air service.

_ CASA must be accountable, and must be enab!ed to pos:twely facilitate the
. prevxsmn of regmnal air servaces. -

Greater protectmn needs to be bullt into operatmg licences in much the same
way as bus or taxi licences, where the issue of licences is perpetual. This
. would prev1de an immediate value- and- degree of Security that would
facilitate investment. Air ()perators Certificates should be perpetual and
capped unless add}tlonal ‘demand could be demonstrated. (Note; this would
not preelude CASA from groundmg an unairworthy aircraft or pilot in breach).




There needs to be a division between scheduled and non scheduled air
services, the new CASA regulation part 121 removes much of this division
and will severely d;sadvantage peopie in reglonal and remote areas.

The Commonwealth should consrder the facilitation of a community based
national organization for the provzsmn of air services on those routes that
can justify a marginal service but not a full commercial airline. This body
would provide . eritical: mass and . structure separatmg compliance and

. operatmnal systems. Austraila has a proud hlstory with ‘community based air
services such as the RFDS :

5. Therole of major air transport carriers in providing regional services.

The major carriers must take a greater level of responsﬂ:zhty for the provmmn of
regional services. Access to reservation systems, terminals, on-carriage services,

loyalty programs cost the major carriers very little incrementally, however in the
past major carriers have “grossed” up these charges to the smaller independent
carriers putting them and their passengers at a disadvantage.

The major carriers must accept a degree of good with the bad, and although they
should not be forced to operate an unviable route network, their infrastructure
should be more openly available. If the majors are able to access the major trunk
routes and make $millions then they must: take some respons1b1£1ty for regional
services. o

Major carriers must make supporting' services available to regional air
* service providers at their incremental cost. . :

Summary:

1 wish to submit to the committee that the Commonwealth Government has an
obligation to ensurmg regional communities have adequate transport services,
including air services. The Government has many options that it can exercise to
assist without placing a significant burden on the public purse, these include
actions to ensure; '

a) That the true coSts to provide alternate community services to regional
communities, such’ as health, where air services are not provided are
identified. :

b) Services are provided to smaller regional communities that offer;

o An adequate schedule
o Reduced costs, and
e Newer modern aircraft.




Service standards are established for aircraft servicing all scheduled
_"rolztes, particularly sm'all aircraft.

' Commumty funded servzces shouid engage local provxders where pessible

to ensure mutual vxabnhty

Local charges must be removed to allow future vnabﬂnty of regional air

_ serv:ces

9

y Regwnal aircraft that ean meet stm:t noise gmdeimes should be excluded
- from the 80 movement cap at KSA -

State Gevemments shouid ilave no place in ilcencmg of air routes or

operators.

h)

CASA must be accountable for the consequence of their enforcement

~actions, and must’ be: enabied to posmvely facilitate the provision of

i)

: 'scheduied and mm scheduled alr serv:ces. L

k)

regional air services.

Air Operators Certificates should be perpetual and capped unless

- additional demand could be demonstrated. (Note; this would not preclude

CASA fmm groundmg an unalrwerthy aarcraft or pﬂot n breach)

There needs to he a clear dw:swn hetween the reguiations covering

Major carriers must make . supportmg serv1ces, such as reservation

. systems and on-camage, avallable to regional air servzce providers at

Iy

their incremental cost. -

The Commonwealth should consider the fhc:htaﬁon of a community

based national airline orgamzatmn for the provision of air services on

“those routes that can justify a marginal service but not a full commercial

* airline. This body would provide critical mass and structure separating

compliance and: eperatmnal systems. Thls body would provu!e the
necessary mechamsm to, -

° Access capltal and competit:ve low cost ﬁnance (possibly through
- asset backed partlal Government. guarantees)

° _Mmrmnse the 1mpact of the Australian dollar compared to the US
- 'doliar, possibly: threugh tax mcennves for capital mvestment in
“regional aircraft :

o Putin place protectmn agamst excessive locai charges, capital city

airports charges, airways charges, CASA fees, etc

e . Reduce the cost of fuel, to leveis equzvalent to the larger carriers




e Reduce insurance costs (possibly through greater controls and
some Government guarantees) -
Centrallze control and compliznce to reduce costs

° Leverage Government purchasing to ensure access to reservation
systems, n—carnage and other airline services

The views expressed in thls submission are my personal views and do not necessarily
represent - those “of ‘'my . ‘employer. I would be happy to appear before the Standmg
Committee to detail this submission, problems and poss1ble: sciutlons for regional air
services. _ :

Yours Sincerely

Paul Bredereck

15A CintraRd

Bowen Hills Qld 4006

paul bredereck/@aviationaustralia net.au
0418 667 147

. Note: Paul Bredereck is the former owner of NSW regional airline Tamair which

. collapsed in 1998, his compames operated scheduled passenger and freight services to

_over 30 towns in NSW, VIC, TAS and operated charter services to most of Australia. He

* - currently holds Airline Transport Pilot and LAME Licences, and is currently employed
by the Queensland Government as the Chlef Executive Officer of Aviation Australia.




