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INQUIRY INTO PROVISION AND OPERATION OF RURAL AND REGIONAL AIR SERVICES

JOHN FREDERICK CROWTHER, Chairman, Airport Committee, Lismore City Council, and

CRAIG WILLIAM KELLY, Group Manager, Business and Enterprise, Lismore City Council, sworn and
examined:

CHAIRMAN: | officidly declare the hearing on the provision and operation of rural and regional air services open.
Councillor Crowther, in what capacity are you appearing before the Committee?

Cr CROWTHER: Asacouncillor and as Chairman of the Airport Committee for Lismore City Council.

CHAIRMAN: Did you receive a summons issued under my hand in accordance with the provisons of the
Parliamentary Evidence Act 19017

Cr CROWTHER: Yes.

CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?

Cr CROWTHER: | am.

CHAIRMAN: Mr Kély, inwhat capacity are you appearing before the Committeg?
Mr KELLY: Asarepresentative of Lismore City Council.

CHAIRMAN: Did you receive a summons issued under my hand in accordance with the provisons of the
Parliamentary Evidence Act 19017

Mr KELLY: | did.
CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?
Mr KELLY: | am.

CHAIRMAN: You have made a submission. Would you like that submission to be incorporated as part of your
sworn evidence?

Mr KELLY: Wewould.

CHAIRMAN: If you should consider at any stage during your evidence that in the public interest certain evidence or
documents you may wish to present should be heard or seen only by the Committee, the Committee will be willing to
accede to your request and resolve into confidential session. | might say at the outset that, in order to kegp within the
time schedule, you might give the Committee a short summary on the matters raised in the submission and then we
will ask questions. The number of questions will have to be limited, and we might ask you to take further questions
on notice and provide answers later. Also, if we ask you any questions that you would like to ded with in writing at a
later stage, or on which you would like to supply supplementary information, you might treat those as being on notice.

Cr CROWTHER: | support the submission that you have from the council, and there are a few things in that
submission that | think need to be brought out. One in particular refers to what we look at as a de facto type of
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deregulation that is envisaged with the present, very strong two-airline system. That is a generaly accepted fact:
there cannot be complete deregulation whilst we have the dominance of the likes of Qantas and Ansett and some of
the subsidiaries that have devel oped.

The deregulation process should ensure that country people are protected and that we at least maintain the leve of
services that we have at the present time. That means access to Sydney arport. We are very concerned about the
recent emergence of Bankstown being a possible alternative to Kingsford Smith airport. We rgject that at the present
time because of the lack of infrastructure for Bankstown and aso, from an old pilot's point of view, the very heavy
traffic movements that there are at Bankstown and how that affects the overall public safety.

One of the reasons for the cap on movements into Sydney is total control of that traffic, whereas Bankstown has a
mixture of total control and a more libera gpproach. So that is one reason we are concerned about the proposition
that Bankstown could be used as an alternative to Kingsford Smith airport.

We are concerned that there should be an investigation into increasing the cap on Sydney movements. Just last night
| was perusing some of the other submissions that have comein. The cap has been based on noise abatement or noise
concerns. Theregiona airlines are being unfairly dealt with, because mogt, if not all of the aircraft, are not a problem
as far as noise is concerned. So we are dl being put into the one barrow, and the cap of 80 movements per hour is
applied to everybody, whereas | believe there should be some flexibility to give the regiond airlines more frequent
access and not be involved in the dot system. That is a point that has been overlooked in relation to the types of
arcraft using Sydney.

CHAIRMAN: Craig, did you want to add to that, or making a statement?

Mr KELLY: If | could make one further point. The council's position is that it is against the proposed
deregulation—not because we have a flat-earth policy, but because we do not believe that there is the opportunity for
true competition with the market dominance of the two magjor airlines in New South Wales and the extreme barriers
to entry: the dot times into Kingsford Smith airport, the control of the ticketing systems, and the control of
infrastructure at major airports. There are not going to be opportunities for smaller operators to come into the market
to effectively compete with those mgjor airlines.

There is reasonable concern that there will be two levels on the playing field: there will be one level for the major
suppliers, and another level for the smaller regional suppliers. If that sees the smaller regiona aircraft shifted to
Bankstown, that would be a magjor decrease in the service level that we currently have here in Lismore. Because of
our concern about the ability for an effective duopoly to truly compete, we have agenerd caution about deregulation.
Unless there can be some sort of guarantee factored into this process of deregulation, some measure that guarantees a
level of competition, then it isvery difficult for Lismore Council to support it.

CHAIRMAN: IsLismore serviced by one airline, Hazelton?

Mr KELLY: That is correct.

CHAIRMAN: Sothereisonly onelicenceissued here. What isthe number of passengersfor Lismore?

Mr KELLY: Itisabout 50,000. | can giveyou the exact figure, if you want meto get that.

CHAIRMAN: Y ou might send that to the Committee. | will have some questionsto ask, but | will ask the Hon. lan
Cohen to ask his questionsfirst.
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The Hon. | COHEN: | was just wondering about the passenger figure that you have given. You have noted in the
submission that it is 18,000 for Lismore. | am told that is wrong. With the Casino, Bdlina and Lismore airports
being so closdly situated geographicaly, and the inability to find a seet to come to Lismore from Balling, et cetera,
how does that impact on the council's view of dealing with the overall deregulation process?

Cr CROWTHER: We look upon that as a separate issue. There is an eement of deregulation or competition
between those airports, particularly Ballina and Lismore, in the available markets. The market centre of gravity is
round about Goonellabah, so there is a fair swing to Balina as far as passenger uptake is concerned. | think that is
mainly due to the fact that they have one jet service aday there. Also, Balina council has been very proactive as far
as the development of itsairport is concerned, and | think that puts pressure on Lismore, which isaregiona centre, to
provide a good air service for its community. So the council has recently announced that it will spend quite alot of
money on an upgrading of the airport, et cetera.

The Hon. | COHEN: Doesthat include the access road?

Cr CROWTHER: The access will be off the highway. It will be a brand new termina. It might be of value if
Committee members were able to see the recent report to council on the whole airport structure because it has al of
those figuresiniit.

CHAIRMAN: That would be much appreciated. No doubt you have a five-year management plant or development
plan. Perhgps you could send to the Committee a copy of that report aswell as acopy of the development plan.

The Hon. Dr B. P. V. PEZZUTTI: Doesthat plan havein it the expected projections of travel?

Cr CROWTHER: Yes. That plan does not take into consideration other airlines coming in. It is based wholly and
solely economically on the present traffic. The present traffic Situation in this area, as a matter of interest, has grown
in less than a decade from a very modest number up to about 140,000 passengers a year; that is, about 90,000 out of
Ballina and 50,000 out of Lismore. That gives something of an indication of how bringing in another airline in a
controlled deregulation system, such as Hazelton in this area and Ansett in Balling, has hel ped the competition in just
that small area, getting fares down and giving us a better service with the smaler types of aircraft.

CHAIRMAN: How far apart are Ballinaand Lismore?
Cr CROWTHER: About 30 kilometres.

The Hon. | COHEN: In terms of Balina taking some of the clientele from the Casino-Lismore catchment—and
Bdlinafliesabig jet generaly once a day, but not dways on the weekends, but a midday flight—from your point of
view, would there be a big advantage in having a big jet coming into Lismore, and Casino for that matter, or are you
looking at having a better service through the smaller Saabs that operate the route at the moment?

Cr CROWTHER: Although the airport could handle larger aircraft, the present 23 services through Lismore are
doing an exceptionaly good job for the community. That is why we have some concern about unbridle deregulation:
if somebody could put a 737 or something like that into Lismore, it would be arather untenable situation as far asthe
viahility of the other service is concerned, because that is an excellent service and it has served the community well on
itsown.

The Hon. | COHEN: Arethere any noise problemsin this area?
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Cr CROWTHER: Noneasfar asLismoreis concerned.

The Hon. | COHEN: Would there be a noise problem with the bigger aeroplanes?

Cr CROWTHER: No, thereisno noise pollution problem.

The Hon. | COHEN: | am just a bit concerned that if you had Ansett, for example, trying to establish a service in
Lismore, one of the carrots might be a larger craft servicing Lismore at a particular time, and therefore will we get
problems quite gpart from the competition?

Cr CROWTHER: The lay-out of Lismore airport and the noise footprint established there iminate any problems
asfar asnoiseis concerned, particularly in the urban area and on the approaches to the airport itself. It has a runway
that runs south-east/north-west. It is at the western end of the city, and it does not have any problems asfar asnoiseis

concerned.

Mr KELLY: We have aso bought up some contiguous property to minimise the impact of the noise of the airport
on residents.

The Hon. J. R. JOHNSON: Do the people of Alstonville and Goonellabah use Ballina airport more than they would
use Lismore airport?

Mr KELLY: There is no clear market evidence at this stage to determine the "bleed” of passengers from the
Lismore local government areato Ballina airport.

The Hon. J. R. JOHNSON: Isit about an hour and a half to travel from here to Coolangatta airport?
Mr KELLY: Yes

The Hon. J. R. JOHNSON: Isthat extensively used?

Cr CROWTHER: No,itisnot. It usedto be. Itisnot extensvely used now.

The Hon. J. R. JOHNSON: There are many peoplein the metropolitan areawho would have to travel more than an
hour and ahalf to Kingsford Smith airport.

Cr CROWTHER: | appreciate that. Country people are not happy about that. There are limits to airport sites
around capitd cities, but there are alot of airports in country centres that have been established for some time and,
from the councils point of view, we have to make sure that they operate economicdly. Lismore airport does operate
economically and it provides agood service to the community, so it will stay there,

The Hon. J. R. JOHNSON: | heard on a news cast this morning that six new small jet aircraft are being purchased
to service this area and other parts of the north coast. Do you have any information on that?

Cr CROWTHER: Yes. | keep afar eye on that. Thereis quite afamily of new smdler jets—up to 70 and even
100-seaters—that will be suitable for the sorts of routes that are now being serviced by the smdler turbo-props.

The Hon. J. R. JOHNSON: Which operator is putting these jets on the north coast?
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Cr CROWTHER: | do not know. Well, Hazdlton have not told us about any of their plans, and | do not know of
any operator who at this stage is actudly committed to any of those smaler jetsin New South Wales services. But
they are around, and | would say that within five years we will see them in New South Waes.

The Hon. J. R. JOHNSON: | heard about it on your regiona news this morning.

Cr CROWTHER: Impulse are putting some new turbo-props on, but there are no straight-out jets involved in the
sarvices a this sage. They will probably be used first by more substantia operators, like Hazelton and possibly
Eastern Airlines, and some Queendand services that are going through extensive route restructuring. We can seethe
jets being beneficid to this area from a marketing point of view, as well as Dubbo and Broken Hill. They would
benefit from thiskind of aircraft.

The Hon. J. R. JOHNSON: What isyour major concern?

Cr CROWTHER: Very briefly, our major concern—our trepidation, really—is that full deregulation will have an
impact on the present level of services when those present services are entirdy satisfactory. | think you have to take
into account recent history. We in this area have had quite a depression in airline fares, and there have been very
good offers made with the present competition. We have competition with Coolangatta, and we have competition
with Balina. Thereis afair bit of competition, and that is keeping airline fares nicdy depressed, and it is keeping
passengers up. As| said, there are 23 services aweek out of Lismore, and | believe Bdlina has about the same level
of sarvices. So we have quite agood level of services here and areasonable fares structure.

CHAIRMAN: We can make a number of recommendations to the government regarding deregulaion. Do | glean
from what you are saying that we should recommend that the status quo should remain?

Cr CROWTHER: | think you will find that iswhat our submission suggests.

The Hon. Dr B. P. V. PEZZUTTI: If | could recap the history of the north coast. From memory, the origina
airport was a Evans Head, and then the decision was taken to move that regiond airport to Casino, and that was
extengvely built under the regulated process. Then Lismore and Baling, at about the same time, decided that they
would like to get into airline direct routes. So, under the regulated process, the airports have moved closer to the
population. We now have a situation that we have three mgjor airports dl being serviced on aregular bass. In the
old days, | think there used to be two flights out of Casino, and now we have seven flights most week daysto and from
Sydney out of both Casino and Lismore, through Hazelton, or out of Ballinathrough Kendell and Ansett.

Over time, those services have gone from two jet services a day to one jet service a day, and we have gone from a
Fokker fleet to substantialy afleet that is made up of Saabs and the current 737 jet. As| understand it, these routes
are both very profitable for the airlines, for Ansett, Kenddll and Hazdlton. So we have achieved a frequency of
sarvices for the people of Lismore who, as you say, have a choice of going out of Lismore or Bdlina. Those Saab
flights are commonly fully booked into and out of Lismore and into and out of Balina. The problem that I, asaloca
person, see it is in the ability for the Saabs to expand to cater for the tourist trade. Do you have any comments on
that? | note that the big jet from Sydney is dmogt entirely carrying tourists to Ballina, Byron Bay and also Lismore.
Do you see any ahility by Hazelton and Kendell to service agrowing tourist market with their current airline fleets?

Cr CROWTHER: Lismore is more business oriented and government department oriented market. That is not to
say, though, that we are do not strongly support Hazelton's becoming involved in the tourist market. We do not think
we need a jet for the tourist market. Asamatter of fact, ajet service was set up in this area as an obligation by Ansett
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to continue to service the areawith a jet aircraft. We do not think that necessarily there is a need to put that type of
aircraft in to service the whole of the market.

The Saab does that well at this particular time but, as has been mentioned, there is a new generation of small jets on
the way that can be operated just as economically as turbo-props. They have the added pizzazz of being jets, whichis
agresat attraction in the market-place, and | believe that we will see those in this region within five years. They will
not be 35-seaters; they quite probably will be 50 and up to 70-seater aeroplanes. That would depend on the airline or
whoever operates here, to see what they see as being their future expansion.

The Hon. Dr B. P. V. PEZZUTTI: Asyou indicated, and as | understand, the only reason that Ansett fliesajet into
Balinaat the moment is because of its obligation under the current regulated arrangement.

Cr CROWTHER: | do not think it is under the regulated arrangement. | think it is an undertaking given by Ansett
to Badlina to develop the airport, saying, "We will give you a jet service if you develop the airport.” | think, quite
rightly, they have seen a quite good tourist market there, and they arelooking to expand that tourist service.

The Hon. Dr B. P. V. PEZZUTTI: Do you think, under a totaly regulated industry, that jet service could
disappear?

Cr CROWTHER: | could not say. | would not like to offer an opinion.
The Hon. Dr B. P. V. PEZZUTTI: Y ou are a person who knows a bit about airlines.

Cr CROWTHER: It would depend on the airline's commitment. It would be up to the airline to make a decision, to
see how serious their commitment is.

CHAIRMAN: CoffsHarbour Council has expressed that concern.

The Hon. Dr B. P. V. PEZZUTTI: | heard on radio this morning that there was a possibility of Impulse coming
back to service Sydney-Port Macquarie, Port Macquarie-Lismore, and Lismore-Brishane. That is under a current
regulated market. Do you think that that service would continue, or do you think there would be consderably more
competition for that sort of property route, including Brisbane?

Cr CROWTHER: | wasinvolved with adiscussion with Impulse yesterday. They are putting a 19-sester aeroplane
into the market. They say they have a niche that they wish to develop—and that is up and down the coast on a
whigtle-stop service. It isto Newcastle, not Sydney.

The Hon. Dr B. P. V. PEZZUTTI: | am sorry, yes, Newcadtle.

Cr CROWTHER: We have had a tremendous amount of disquiet since Impulse pulled out of here just on 12
months ago, with aloss of service to government departments and the university and some business interests up and
down the coast, with people wanting to get to Coffs Harbour in a hurry, or to Port Macquarie, Newcastle or Brishane.

| thought, particularly, the Brisbane leg would have very little use at dl. It isa 2=hour drive to Brisbane. But that
has emerged to be avery important factor in their network.

We are pleased to see Impulse coming back into it. They have an excellent service, an early service out of Lismore to
Brisbane which will get that business person back into Lismore later in the day, and so on. They have been prepared
to develop on that. But they have no ambition to get into the traditional Lismore-Ballina-Sydney service. As they
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explained to us, they will be looking at other ways of doing that; they will go to Newcastle, Canberra and Mebourne,
and go round the present traditiona tracks.

The Hon. Dr B. P. V. PEZZUTTI: Isit possible that with deregulation we could see more of these innovative
markets being tried?

Cr CROWTHER: | would have to admit that, persondly, that is one of the great things of deregulation, that we get
operators who will explore ways of going across the track. It is up and down from Melbourne through to Brisbane
and Cairns a the present time, and there is not much effort being placed into going across those tracks into the west,
and bringing the west to the coadt, particularly on the tourigt trade. | think that more people from Moree,
Goondiwindi and Narrabri, and places like that, could catch an aeroplane to go to Ballina or to Coffs Harbour, Y amba
or some placelikethat. | do not see any encouragement there at this point in time.

CHAIRMAN: That could be done now. The regulated market only regulates flights to Sydney, so Impulse could do
whatever it wanted as long as it did not go to Sydney. So the promotion of the services that you are talking about
could happen now.

The Hon. Dr B. P. V. PEZZUTTI: But into Brisbane they are regulated in some way aswell.

CHAIRMAN: Into Queendand?

The Hon. Dr B. P. V. PEZZUTTI: They deregulated, but there was an issue there smilar to Sydney airport, but
Brishane has more capacity and is not affected by noise.

Cr CROWTHER: | was very interested to hear yesterday a remark about a route that Impulse might consider and
they said, "Ansett won't let us do that." | think that is a thing that we have got to be very concerned about—that the
big operators are not going to be the regulators of the route system.

CHAIRMAN: | would liketo be clear onthat. Could you repesat that? It was Impulse that said that?

Cr CROWTHER: Yes, that "Ansett won't let us do that."

CHAIRMAN: My impression was that Impulse and Hazelton are the only privately owned airlines not controlled by
Ansit.

Cr CROWTHER: Therouteinvolved Brisbhane to Canberra, and that is deregulated; it is an interstate service. But,
somehow or not it isnot. It isafact that, through the involvement of these airlinesin computer networks and what-
have-you, they have some kind of hold over it.

The Hon. Dr B. P. V. PEZZUTTI: Could | get back to what John would be very much aware of. You said that
there are about 50,000 people flying to Lismore. That is basicaly Hazelton, isit not?

Cr CROWTHER: Itisdl Hazdton. That does not include Impulse.
The Hon. Dr B. P. V. PEZZUTTI: No. You said tha that has kept the prices low. | got my ticket today, and it is

exactly the same price between Sydney-Lismore-Sydney or Sydney-BalinaSydney. It is precisaly the same price at
$499. How do you think that a deregulated industry might affect that price?
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Cr CROWTHER: | think, first of dl, that price is not dictated by what the Coolangatta mainstream price would be.
| think a deregulated system is not going to be terribly different from that. | think those prices would be based pretty
much on bulk throughput. Anybody who wanted to come under that price would have to take arisk for awhile.

The Hon. Dr B. P. V. PEZZUTTI: What arethelanding price differentias between here and Bdlina?

Cr CROWTHER: Lismoreis $6.50 per head; | believe Balinais $6.50, plus $4 atonne.

Mr KELLY: That isper adult, and they have adifferentia rate for children, which | think is $3 a head.

CHAIRMAN: Inyour management plan that you will provide us with, you will have your landing fees and so forth,
and projections aswell?

Cr CROWTHER: Y es, with the projections through for the next 20 years.
The Hon. Dr B. P. V. PEZZUTTI: To date, what has been your return on investment at the airport?

Cr CROWTHER: Lismore airport has barely been cutting even because of the capital works that we have become
involvedin.

The Hon. Dr B. P. V. PEZZUTTI: Soitisnot alossto council?
Cr CROWTHER: Not aloss, no.

Mr KELLY: If | could clarify that. In the last year | think we have had a $50,000 loss after alowing for about
$250,000 worth of depreciation. So it has been cash positive but it has generated an accounting loss.

The Hon. Dr B. P. V. PEZZUTTI: Soit hasgot acash profit but an accrua accounting loss?
Mr KELLY: Yes.

The Hon. Dr B. P. V. PEZZUTTI: Of course, such a service to Lismore is of enormous vaue to the business
community and aso to the ratepayers generaly?

Cr CROWTHER: That isright.

Mr KELLY: Aswe put in our submission, and we are defending locally, the council's view is that it is an essentia
community service, given our proximity to Sydney and the need to have that facility and service available. Thet is
why we have never tried to explait it.

The Hon. Dr B. P. V. PEZZUTTI: Hascouncil been aware of the sunsetting on regulation for some time?

Cr CROWTHER: Yes.

The Hon. Dr B. P. V. PEZZUTTI: And council has made a decision to continue to upgrade the airport in spite of
that?

Cr CROWTHER: Council has made the decision on behalf of the community. In most recent times, the red
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reaction has come from the business community of Lismore. They have said that they wanted their service a Lismore
consolidated, that they want a better terminal, and they want better services over there. That is exactly what the
council hasdone. We have been pretty modest about it.

The Hon. Dr B. P. V. PEZZUTTI: Is council therefore confident that in a deregulated market Lismore airport and
Lismore services will not be at risk?

Cr CROWTHER: With those reservations that we have expressed.

The Hon. Dr B. P. V. PEZZUTTI: Would the Casino service be at risk, because the Casino council is not making a
submission to us?

Cr CROWTHER: | do not know the scene over there.

Mr KELLY: I think that is something on which they would have to address you.

The Hon. I. M. MACDONALD: | follow up on the question by the Hon. Dr Pezzuiti about the fact that, with nearly
$2 million in spending, you would have to be very confident. To me, that seems like abit of agamblein this current

climate.

Cr CROWTHER: 1 think you will find that we have done a very detailed analysis of the Situation. We are not in
the habit of taking risks with public money.

The Hon. I. M. MACDONALD: Would you concede that there would be the potentiaity in a deregulated market
for the bigger players, of which Hazelton is one, to wish to go to say Balinaand hub in the area?

Cr CROWTHER: We view that asaredity if we had not taken the step to make sure that we have the right services
availablefor an airlinein Lismore. If we did not, they would not come here. | think that isfairly important.

The Hon. I. M. MACDONALD: Soyou do see adanger of ahubbing impact if there is deregulation?

Cr CROWTHER: Not for this area, not in the present circumstances.

The Hon. I. M. MACDONALD: What about in the changed circumstances of deregulation?

Cr CROWTHER: No, | do not think so. | think if there is any hubbing to take place, that would be a Coolangatta.
The Hon. I. M. MACDONALD: Whichwould in effect knock over three airports to some degree?

Mr KELLY: We have very clearly identified in our reports a very strong market for business users of the airport,
and they have a high expectation about service delivery. So, if that Situation did eventuate, that for whatever reason
Hazelton left Lismore and went to Ballina, then there would be an opportunity for somebody to come in and provide a
sarvice, Badicaly, of our 50,000 commuters, 75 per cent of them are business travellers. So if you have got a 35,000
to 40,000 passenger market, there is always going to be somebody who will want to service that market.

The Hon. I. M. MACDONALD: But if severa players go into, for instance, Balina they would offer an incredible
frequency and flexibility, would they not, rather than one operator coming into the one city?
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Mr KELLY: The information that we have is that demand for air travel tends to be sporadic, short term and
therefore a very high yield market, and that makes it a very high yield market compared to the bulk tourism markets
that go into Balina. With those factors included, it <till makesit a very atractive market to get another operator into
here.

Cr CROWTHER: If | could add something. This is a point that has not been covered very strongly. Thereis a
danger in full deregulation of an operator coming up with aless than suitable agroplane. Y ou could operate a service
quite cheaply by putting on the run a Navgjo or something like that. This is something that must concern councils
and airport owners around the country: they must make sure their present services at least are on a par and they do not
support services that use alesser type of aircraft that is not pressurised and does not have the same kinds of features as
the presently operating aircraft. To Start up an airline costs alot of money, but you can do it in various ways. You
can go right down to the standard of a piston-engined aeroplane.

| believe that if you have a good service, the council could demand there be a turbo-prop aircraft at least, that it carry
30-0dd passengers, that it be pressurised, and that it have cabin service, and things like that. Wheress, in a fully
deregulated market, someone will say, "It is deregulated now. | will give you a service between Lismore and Sydney
with a 15-seater piston-engined aeroplane” The idea of going for some kind of controlled deregulation is to make
sure that the standard of servicesto country peopleiskept at afairly good level.

CHAIRMAN: We may havetime for one more question from each member.

The Hon. | COHEN: In terms of the balance between speed and efficiency, compared to a whistle-stop service, and
looking at 75 per cent of travellers from Lismore being business people and the bulk tourism from Ballina, what do
you think would be the direction of development for Lismore airport, and Balina airport aso perhaps? Would it be
that one-stop, quick and efficient service to Sydney, or isthere going to be a greater demand for more whistle-stops?
Cr CROWTHER: The present situation at Lismore isthat it istriangulated through Casino.

The Hon. | COHEN: | am sorry, that is not what | was thinking of in terms of whistle-stops. That redlly islike a
double pick up, isit not?

Cr CROWTHER: Yes, but it istriangul ated.

The Hon. | COHEN: People can trave by car. We are talking about Coffs Harbour, Armidale, et cetera. | am very
interested in Newcastle, because it isvery hard to get to Newcastle by aeroplane at the present time.

Cr CROWTHER: | do not think it would wear in the Lismore market anyhow. They expect adirect service. There
is ahit of criticism about the triangulation through Casino. | think people would be deterred from travelling if they
had to go to say Ballina, Coffs Harbour or Coolangatta to pick up aflight to go to Sydney. | would imagine that type
of hubbing would be more attractive to the western areas where there are smdler pick-ups. But, with the kind of
passenger pick-up that we have here and at Balling, that just will not wash.

The Hon. Dr B. P. V. PEZZUTTI: We used to have that service from Balina-Coffs Harbour-Sydney.
Cr CROWTHER: Yes. It will not wash.

Mr KELLY: Weare getting aregular, full service at the moment, so thereisno real need to have awhistle-stop tour
on theway to Sydney. The demand is obvioudy therefor people to go directly from Lismore to Sydney.
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The Hon. I. M. MACDONALD: That is likely to be what you will get under a deregulated environment. If the
major players go to Balling, they will put whistle-stops for small aeroplane on the other centres.

Cr CROWTHER: Yes, and you get a degraded service. That isthe sort of thing that we are really concerned about.

The other side of deregulation, | concede, is that an opposing airline could say to us, for argument's sake, "We will
not triangulate with Casino. We will give you a direct service into Sydney." We have a bit of an attachment as a
community to Casino, and it is essentid that Casino is looked after. That would be the kind of danger in
deregulation.

The Hon. I. M. MACDONALD: How far away is Casino?
Cr CROWTHER: In flying time, about five or six minutes.
CHAIRMAN: It was announced on the flight last night that it was Six minutes.

The Hon. J. R. JOHNSON: Gentlemen, what use of your airport is there by smdl, privately-owned aeroplanes? Is
it extensve?

Cr CROWTHER: Yes. We have got afairly extensive generd aviation industry, both in aircraft and particularly in
engineering. We have one organisation that hasits headquarters herein Lismore, and they have based another one at
Griffith and another one a Cairns. They bring in engine overhauls, aircraft overhauls, from those centres back into
Lismore. That is another part of the story as far as Lismore City Council's responsgibility is concerned—to help to
develop that engineering and service sector to the generd aviation industry. Thereis quite apotentia there.

Also, in the field of flying training, with the advent of user pays with some of the secondary airports, particularly
Archerfield, there will be aheavy load placed on the present operators to pay, for instance, for their air traffic control
sarvices. That will probably lead to a degrading of Archerfield, and some of those operators would be attracted to
places like Lismore, where they would not have that kind of fee to pay. So the flying training side of it is an
important matter that the council islooking at encouraging.

Just as a matter of side interest, at the present time we have a shortage of airline pilots in the world. | have been
involved in aviation for over 40 years, and thisisthefirst time that | have ever heard of it. That is due to the fact that
the military people are making it more attractive for their pilots to stay with them. There is not such a bleed off of
pilots from there, and there is not such aflying training segment in this country.

The Hon. J. R. JOHNSON: Thereisnot?
Cr CROWTHER: There is the potentia there for flying training, and for extension of the present engineering
services, and so on, in general aviation.

The Hon. Dr B. P. V. PEZZUTTI: The Committee has taken evidence from the Kingsford Smith airport—and |
was not at that briefing—but | understand that the dot times are alocated to an airline and not to a particular service,
and secondly, that the allocation of the dot times is done by a committee on which the regiona airlines at the moment
have the numbers. The third thing that we found out is that Kingsford Smith airport has a legidative requirement to
ensure the landing of interstate and international jets, not regiona aeroplane. So there has been a bit of a push to
consider Bankstown as alanding place in Sydney. What impact would it have on a service to Lismore if the Lismore
service were moved to Bankstown and the Coolangatta service, being an interstate service, could go Straight into

Sydney?
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Cr CROWTHER: Tha would be a totally unacceptable stuation for Lismore, and | believe it would be totaly
unacceptable to Hazelton too, particularly in this area, where you have a jet service that will have access to Sydney—
by operationa need mainly, because they could not handle that kind of aeroplane at Bankstown. That would be a
deregulation reverse, if you know what | mean. Apart from the airline operation, the infrastructure at Bankstown is
not there. People wanting to get to the Sydney central business digtrict would have the expense of ataxi service. | do
not know of any bus services. Thereisarail service, but | believeit isdifficult to access. So thereis no infrastructure,
or no ability for Bankstown to interchange for on-flights to Melbourne, Brisbane or whatever. So | think Bankstown
will beimpossible asfar as established airlines are concerned.

Privately, | think there will be an interest. | have heard recently that there is an gpplication in for an airline to operate
from Moorabbin airport to Bankstown. They will be niche stuations which | believe will probably work up to a
market. | am not sure about that though. But that is deregulated now; there is nothing to stop anybody from doing
that with an interstate service. But, as far as we are concerned, Bankstown is not an dterndtive to service this
community.

The Hon. Dr B. P. V. PEZZUTTI: If Qantas decided to come into Ballina, would that have an impact on the
services out of Lismore?

Cr CROWTHER: | have my doubts.

The Hon. I. M. MACDONALD: In your submission to IPART you state that over the last five years passenger
traffic for Lismore agrodrome has risen from 15,100 per annum to around 43,800. That is an incredibly impressive
increase in that period of time. What have been the major factorsin that increase? And in what years was there that
increase? | was not quite sure whether it was from 1992 to 1997. Isthat the five years that we are talking about?

Cr CROWTHER: It would be about that period, yes.

The Hon. I. M. MACDONALD: What are the mgjor things that have been donein this region that have led to that
increase in passenger traffic?

Cr CROWTHER: 1 think glaringly, there was not a service here before, and people suddenly found that they had an
air serviceto use. That would be the main reason.

Mr KELLY: We have adso seen the rapid development of health services and the Southern Cross University during
that period. Associated businesses that spin off those major industries in Lismore, as wdll as the development of
Norco as a key private sector industry, has driven that demand. That is reflected in a high level of business users of
the facility.

The Hon. I. M. MACDONALD: What isthered datain relation to the air fare Situation over that period of time?
Mr KELLY: "Thered daa'?

The Hon. I. M. MACDONALD: Whet did it cost to travel Sydney-Lismore-Sydney in 19927 | have an ideawhat it
costs to Ballinaor Lismore now, round the late four hundreds.

CHAIRMAN: Would you take that on notice and send it in with the other information?
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Mr KELLY: Yes.
The Hon. I. M. MACDONALD: | want to see what has been the impact of the current regime over time.

CHAIRMAN: Since the Committee commenced its inquiry there has been a suggestion that there be developed a
charter of user rights regarding continued and affordable use of Kingsford Smith airport by country airlines. In a
previous hearing we have heard that that redly is not worth the paper it is written on, because it redly has to be
enshrined in Federal legidation. Federa airports legidation now says that Kingsford Smith airport must maintain a
service for internationa and interstate airlines but does not mention regiona airlines. What is your view about that?
Do you go with the charter of user rights, or do you go with legidation?

Cr CROWTHER: | do not know how you would do it, but | am rather astounded by that statement, because we
have had feedback from the Federal people that they will include regiond airlines.

CHAIRMAN: Inlegidation?

Cr CROWTHER: Wél, they have given akind of guarantee. It might be ade facto guarantee. But they have been
prevailed upon by the Local Government and Shires Association, the Country Mayors Association and the Austraian
Airports Association. Their submission to them is that regional airline access to Kingsford Smith airport must be
guaranteed. How they do that, by legidation or by some other means, | do not know. But we have got to include
regiond airlinesin that scenario.

CHAIRMAN: | thank you very much for your attendance here today. If there is anything that you would like to
send in with that supplementary information, by all means add it.

Cr CROWTHER: Do we get areport from you?
CHAIRMAN: Wewill give you acopy of the transcript for checking.

Cr CROWTHER: Could we have a chance to respond to some more of those things, or add some more
information?

CHAIRMAN: Yes, you may send in more information along with the management plan. If you redlise that thereis
something you would like to add to fully answer a question that has been asked of you here, just send in that
additiond information. We have to report in about six weeks, so we will need that information fairly soon.

Cr CROWTHER: Aslong aswe have a chanceto look over it firdt.

The Hon. Dr B. P. V. PEZZUTTI: There was afurther arm to our inquiry, which was to inquire on behalf of the
Minigter for Trangport, the Hon. Carl Scully, on the proposal about the charter of user rights. Perhaps we could send
acopy of the letter that was sent to the Committee to John and Craig, so that they might express a view on that issue

Separately.
CHAIRMAN: Yes, supplementary to what we were talking about before.

Cr CROWTHER: Yes. Just asamatter of interest, we have an Australian Airports Association meeting in Sydney
next week, and | will be asking them to reiterate some of the submissions that have been put in, particularly on some
of the quegtions that you have put here today. The Bankstown issue would be one. | would like to see them look at
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the dot time system as far asit applies to aircraft that do not have to comply with noise abatement procedures. | think
that isa glaring example of an areain which we could have more flexibility with country operationsinto Sydney.

CHAIRMAN: Thank you very much for your time.

(The witnesses withdrew)
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ALAN JOHN BROWN, Mayor, Balina Shire Council, and

GREGORY JAMES TRENT, Chief Engineer, Bdlina Shire Council, sworn and examined:

CHAIRMAN: Councillor Brown, what is your full name and occupation?

Cr BROWN: Alan John Brown; | am retired, but am probably engaged full-time as mayor of Ballina Shire Council.
CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Cr BROWN: Asauwitness summoned before the Committee, on behalf of the council.

CHAIRMAN: Did you receive a summons issued under my hand in accordance with the provisons of the
Parliamentary Evidence Act 19017

Cr BROWN: | did.

CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?
Cr BROWN: | am.

CHAIRMAN: Mr Trent, what isyour full name and occupation?

Mr TRENT: Gregory James Trent, Chief Engineer of Ballina Shire Council.
CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Mr TRENT: Asarepresentetive of Balina Shire Council.

CHAIRMAN: Did you receive a summons issued under my hand in accordance with the provisons of the
Parliamentary Evidence Act 19017

Mr TRENT: | did.
CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?
Mr TRENT: Yes.

CHAIRMAN: If you should consider at any stage during your evidence that in the public interest certain evidence or
documents you may wish to present should be heard or seen only by the Committee, the Committee will be willing to
accede to your request and resolve into confidential sesson. Would you liketo give abrief summary of your concerns,
and then members will ask you questions. If at any stage you fed you need to get additiona information, and take
those questions on notice, would you then supply that information to the Committee by mail a alater stage.

Cr BROWN: Certainly. The Chief Engineer has prepared a submission for this hearing.
CHAIRMAN: Would you like to formaly table that, and would you like that included as part of your sworn
evidence?
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Mr TRENT: Yes

Cr BROWN: It has only been compiled in the last few days. We have read through it, but it does need some
elaboration, and it may not be up to scratch asfar astyping is concerned.

CHAIRMAN: Y ou might elaborate on the matters that you think need highlighting.
Cr BROWN: Greg organised it, and is the author of it, and he will address you on those issues.

Mr TRENT: Briefly, Balina Shire Council takes great pride in the fact that it has planned well for the future and
for infrastructure services within our area, and we have them up-to-date. The Ballina arport is part of that
infrastructure service. We have aso taken the right steps at the right time in the history of this development to ensure
that we have accommodated growth both in the airport and in the region. As a measure of that decision-making
process, in July last year council adopted a development control plan which identified a noise footprint for the airport
and its surrounding environs. That is used as a measure of controlling development to ensure the future operation of
that airport, both at its current level and wdll into the future.

Council generally supports the notion and philosophy of competition, and believes that this competition will result in
a better leve of service and a more competitive fare structure.  However, it has aways been concerned about the
premature deregulation of its service, especidly in view of our reliance on larger aircraft, given the type of industry
that we service. Asyou will appreciate, the tourism industry is of vita importance to economic growth in our region,
and the larger jet aircraft that we currently enjoy on the basis of one service per day is of paramount importance to the
tourist industry, especialy with its capacity for luggage, the surfboards et ceterathat come aong with the tourists.

Council in fact, in its future planning for the airport, has provided for additiona operators with the space provided at
the counters and for baggage handling, so we are well placed in that regard. You are no doubt aware that other
airports are available to service the region. We have Lismore airport, some 35 minutes drive time away from Bdlina,
and we have Coolangatta to the north about 75 minutes drive time from Balina. Asfar as catchment for the Balina
arport is concerned, we compete in the northern part of our catchment with Coolangatta for the passenger flow
through the Ballina airport.

To the submission that | will put before the Committee, | will attach, as a matter of interest, a graph that shows the
passenger growth in the Ballina airport from its inception in 1986. It is arecord of which we are fiercely proud. |
think it is testimony to the fact that we have taken the right decisions at the right time, and in the right way, to
facilitate future growth in the airport. We currently have an annual passenger flow of just under 100,000 passengersa
year. That may seem alot in other circles, however that kind of passenger flow, given the structure of the air services,
isabadc levd of passenger flow that we see as being necessary to sustain the jet service.

With respect to the terms of reference, the first term of reference is landing fees at Sydney airport. Balina Shire
Council understands that landing fees must be charged as a means of cost recovery and to control the number of
flightsin the time-dot periods. We see the current level of fees as acceptable whilst larger Size aircraft are maintained
on the route, being a fixed landing fee on a per capita rate. Deregulation, however, has the potentia to introduce
smaller, less acceptable aircraft to the Sydney route, with the net effect of increased capacity and landing fees. The
result would be the erosion of economic viability of the existing service on the current timetable.

Another term of reference is landing fees at regiond airports. Ballina Shire Council views landing fees at regiona
airports as being necessary, being calculated on a tonnage or per capita basis. It is probably the most reasonable
method of charging, and it isour only way of cost recovery.
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The next term of reference | will dedl with is dlocation of dot times at Kingsford Smith airport. The current system
of managing dot times a Kingsford Smith airport appears from the Ballina perspective to be reasonable. Since the
implementation of dot times, the current system has meant, for passengers through our airport, less in-flight time
delays. There has been evidence of fewer holding patterns on the approach to Kingsford Smith airport, and there is
also agreater onus on the regular passenger transport (RPT) service provider to be more punctua. That, in effect, has
led to an increase in consumer confidence in our area.

I now ded with the proposals to limit access to Kingsford Smith airport and direct country services to Bankstown
airport. The Ballina Shire Council strongly opposes such proposals. A mgjor proportion of the economic growth that
occurs in this region is related to the tourist industry. Hence, the considerable economic growth is reliant on good
access to and from the city of Sydney aswell asto interstate and overseas air services.

It should be noted that approximately 5 per cent of the total passengers to and from Ballina are oversess travellers,
and a minimum of an additional 10 per cent of the tota passengers are interstate travellers. That amounts to
approximately 15,000 passengers per annum who are totaly reliant on immediate cross-connection with the
Kingsford Smith airport, hence its importance to our passenger flow. These proportions, | am told by Ansett, are il
growing as the area is promoted interstate and oversess. Previous experience has demonstrated that in the absence of
the availability of such access to interstate and overseas services, these passengers will smply choose to use
Coolangatta airport, with therisk of losing important economic growth for our area.

The next term of reference relates to the impacts of deregulation of New South Wales air services on the provision of
servicesto smdler regional centres and townsin New South Wales including considerations of measures to maintain
sarvices. Asl stressed before, it isvitally important that we retain our jet service.

No doubt members of the Committee have been told that most non-metropolitan centres have a vested interest in the
future of intrastate aviation in New South Wales from a number of different perspectives. Included among those are
that most airports and most aerodromesin rural New South Wales are owned and operated by councils. Continuation
of services to regiona airports is important if infrastructure is to be maintained. Loca government is incressingly
seen as afadilitator of economic development in rural areas, and aviation is seen as a critica factor providing vital
linkagesto local business and tourism, and relies on the fast and efficient servicesthat the aviation industry offers.

The Ballina/Byron Bay region is currently experiencing a high growth in tourism, agribusiness, information
technology, academia and retirees, dl of which have a high dependency on the level of such services. Thereisaso
the potentia for significant development with high-yield business growth. An example is the Ballina Waters project,
which is currently being promoted within our ares, for it boasts a potentia of some 700 positions. Also, the Cdlulose
Valey project, which is a research and development project being promoted here localy, relates to research and
development of natura plant and health products, and it has close ties to the Southern Cross University, which again
relieson such air services.

With regard to access, obvioudy access is criticd to passengers in rural New South Wales. Increased passenger
services alow country passengers access to medica care, business opportunities and speedy connections to interstate
and oversess flights. Ballinais increasingly becoming recognised as an international destination within the tourist
industry, and Tourism New South Wales and the regiona tourism organisation have recognised Balina as the
gateway to the far north coastdl region. The Australian Tourism Commission is now promoting the region as afuture
Japanese tourist destination, featuring the region's cultura aspects and natural environment. As an integral part of
this, we aso boast the wilderness, beaches and rainforests.
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Ballina Shire Council has a very strong fear that the introduction of deregulation will see the end of the current jet
service into Bdlina. The loss of the jet service would have a detrimental effect on the potentia growth and on the
abovementioned markets, for example, tourism. The jet service dso is a hdlmark of confidence of the business
community, and has the support of that community. The jet service contributes to the continued economic
development in the region.

Itis recognised that this size of aircraft required for the transport of tourists and their luggage is required to maintain
business confidence and a more readily provided direct connection for the on-carriage of interstate and overseas
passengers. It is widdly believed that, in the interstate deregulated market, especially in the business market, the
competitive edge is obtained through the level of service provided, not just through price. It is aso considered that
intrastate deregulation will see a flow-on effect of amilar benefits; however, this will be very much dependent on the
type of market, its location, strength and size, and hence its ability to withstand the pressures that accompany the
determination of the level of sarvice, the number of competitors, size of aircraft and frequency of flights in an
uncontrolled market.

The Sydney-Bdllinarouteis one of the longest, if not the longest, intrastete air servicesin New South Waes. Interms
of flight time, it would be more appropriate to compare it to some interstate routes, hence the consumer demand for
larger and more comfortable aircraft. With respect to deregulation opening up competition and hence providing
cheaper air fares, there is aready significant competition for the regiona passenger pool from exigting services to
Lismore and Coolangatta. The Sydney-Ballina price structure compares favourably with the aready deregulated
interstate Sydney-Coolangatta route, being approximately $100 per return air fare cheaper at the present time.

Whilst the Sydney-Ballina route is in the intrastate market, and is currently under a regulated environment, it must
however compete for its share of the northern catchment passenger pool—where most of the tourist destinations are—
with an option to support either airport. Therefore, it is difficult to support the economic rationdist approach that a
deregulated market will bring newfound competition that will lead to cheaper air fares. We dready have them.

As dated previoudy, direct access to Kingsford Smith airport is the key to continued regional economic growth.
Larger numbers of small aircraft undoubtedly will present difficultiesin accessing Kingsford Smith airport, and in the
long term probably will be the catalyst for change in network structure. Airlines will be forced to reorganise networks
under a deregulated environment, and inevitably will finish with a hub and spoke network. Should this occur in the
Ballina market, there would be a mass movement of passengers back to the Coolangatta service, with the consequent
negative effect on the regiona economy overdll.

As one of the main determinants on the future network structure in New South Wales will be access to Kingsford
Smith airport, it is important that State government and other relevant agencies obtain a firm commitment from the
Federal government that regiond airlines will continue to have access to Kingsford Smith airport in a deregulated
environment, especialy in view of the uncertainties that accompany privatisation of that airport.

The main benefit of the current regulated environment is stability in the industry. There is a reliance on stability in
the market to maintain and improve services. Ballina Shire Council has aredl fear that in a deregulated environment
sarvices may be downgraded or even withdrawn, and that a less reliable operator may move in.  This could have
significant impacts on the regional economy in terms of attracting business and encouraging tourism. Additionally,
as council owns and maintains the aerodrome and its ancillary facilities, an unpredictable future creates difficulty in
terms of infrastructure planning.

For council, the prospect of less reliable operators and/or other operators leaving the market increases the level of risk
associated with cost recovery. Additiond capital costs associated with providing for an increased number of operators
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need to be recovered. Also, the competitive nature of a deregulated environment increases the risk of council having
to write off significant sums from new entrants forced to close down and unable to pay arport fees and landing
charges. That bringsto a close my commentsin relation to the Committee's terms of reference.

CHAIRMAN: During your presentation you held up a chart that was very impressive, but it had alittle blip on it.
What did that represent?

Mr TRENT: The pilots strike.

The Hon. I. M. MACDONALD: Mr Trent, would not Balina be a mgjor winner out of deregulation? Would you
not be a mgjor winner, looking at the pluses you have in being a mgjor tourist destination close to alot of attractions,
and given the fact that you aready have consderable air services? Isit not likely that Balina, under deregulation,
would be amaor winner?

Mr TRENT: In the long term, | fed you are right. In the shorter term, we have a fear that we would lose the jet
sarvice, and that jet serviceisvitd to the tourist industry.

The Hon. I. M. MACDONALD: Why would you lose it under deregulation? Is there not under a deregulated
environment the potentia for Ballinato cream off air traffic passengers from around this whole region?

Mr TRENT: | think the only way in the shorter term that we would maintain the jet serviceisiif the opposition had
jet aeroplanes available within their resource pool to fly in, and | do not believe that they have. | think they are
committed pretty fully in respect of their fleets at the moment. The likelihood of deregulation for us is that the
opposition to the current provider would pick the eyes out of the current market—and, during the week, that is the
morning and afternoon services that are currently serviced by the smaller aircraft.

The jet service across the week at the moment isamargina operation. We are on the bottom rung of the ladder, so to
speak. We have very good passenger loadings for three or four days over the course of the weekend, but during the
week they are marginal. | think that if anything hasto be rationdised in the totality of the air service into Balling, the
firgt thing that we would lose in the short term would be the jet service; and once you have logt it, it is very difficult to
Oet it back.

The Hon. I. M. MACDONALD: | am suggesting something completely different from that. | am suggesting that
under aderegulated environment the magjor centres—for want of a better criteria, those that have more than 80,000 or
S0 passengers per annum—would do very well.

CHAIRMAN: That iswhat IPART told us.

The Hon. I. M. MACDONALD: The potentidity is that you would draw passengers from Lismore and Casino
because of your growth and position in the market and your diversity.

Mr TRENT: Certainly.

Cr BROWN: But, in what we have exiging a the moment we do have two providers coming into the area. We
have Hazelton coming in, and that in effect would be the second provider in the region, abeit not going into Balina
arport. But the long term position, | would think, would be an advantage to Ballina airport from deregulation. That
isin thelong term. What Greg has said, | bdieve, is an issue that is terribly much on the financid table of Ansett
currently running Baling; that is, that | fed they are looking for some excuse to take the jet service out of Ballina.
We are fearful of that. It is currently a condition of their licence that they provide a daily jet service into Balina
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Whilst it may appear to those around this table to be very attractive, and to the people who see the jet going in there, |
am sure for economic reasons Ansett would be very pleased to say, "Y ou can have two more Saabs.”

CHAIRMAN: Could you explain just alittle bit more the condition that on the licence? Is it a condition that the
council hasimposed, or the Air Transport Council imposed?

Cr BROWN: The Air Transport Council put it on.

Mr TRENT: They issued asingle licence on the condition that a daily jet service continued into Ballina through the
licence period.

CHAIRMAN: Some of the suggestions we have had is that the status quo should remain and that regulation going
on for at least another three years but that it should be beefed up a bit, because alot of other areas do not have such a
condition. For example, the operator might be issued on the basis of using a Saab, and 12 months down the track the
operator might say, "Well, we are till putting in aservice, but it isnow aMetro." So it has been suggested that such
a condition be used more generally, and that conditions be put on to say, "Okay, we will give you alicence to operate
inthis areafor three years, but if you downgrade it then we will throw it open.”

Cr BROWN: | would have no doubt that they would either drop that condition or limit it, certainly not on a daily
basis. | would think that iswhat could happen under deregulation. If the continuance of regulation occurred, | would
think that New South Wales as a State and Ballina as a region would benefit greetly if we retained the jet service.
The flying time from Ballinato Sydney by jet is only 10 minutes shorter than the flying time between Sydney and
Melbourne. For that reason, we argued very strongly—and so did other bodies within the area—that a jet service
should be maintained to Ballina

| believe that was the reason that the Air Trangport Council put that condition on the operator. We argued that point
very strongly because we had had atagte of jet service at that stage, and it was certainly supported by business, tourists
and local people generdly. It was avery good service. | have no doubt that if Qantas moved into the area and said,
"We will put in a jet service morning and evening'—which is not very likely—but, if that occurred, if Qantas or
anybody came up with such a proposd, that would be of benefit to us.

The Hon. I. M. MACDONALD: Jug to clarify what | am getting at. What potentially could happen under
deregulation isthat Ballinawould become a mgjor centre with alot of competition on the routes, and in that sense you
might end up with more jets than you get now.

Mr TRENT: We hopeyou areright.

Cr BROWN: That could be the position. Another point that | would like to labour is that, whilst we have jet
sarvices running into Ballina, we could have one jet service servicing Balina in the morning and that would be one
arcraft flying into Kingsford Smith airport, and that would be one less aircraft that would need a dot time into
Kingsford Smith airport. We believe that the areas that have alarger number of passengers would be entitled to have
the larger aircraft, or should have larger aircraft coming into Kingsford Smith airport to aleviate the problems that
Kingsford Smith airport does have. | understand that what you are saying could be the situation with Ballina.

The Hon. I. M. MACDONALD: What IPART was saying, in effect, was that under deregulation the major centres
would do very wdll, that their business would grow and they would draw from around, and offer more frequent
services, larger aircraft, and all sorts of things. Converse to that—although IPART skates over this—what would
happen would be that the smdler centres would have difficulty with the size of aircraft, the frequency of service, and a
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whole range of issues.

Cr BROWN: | would like to ask a question of you. Where would you think that the spokes from the hub would
cometo Ballinafrom?

Mr TRENT: Given that we have got Coolangatta just up the road.
CHAIRMAN: Soyou are saying that the hub could end up at Coolangatta?
Cr BROWN: That isright.

Mr TRENT: Interms of the reference to IPART, | think it is very difficult to draw broad-ranging assumptions that
sdtisfy everyone. The reason we are here this morning is to try to judge things on their merit. We are looking at the
Ballina case, from a Ballina perspective. Probably, the ided size and type of aircraft to fly into Ballinawould be a 50-
to 70-seet jet, and they are just not within the fleet at the moment. There is a big step up from a 34-seat Saab to a
114-seet 737.

At weekends, we have the BAE, which is ill 96 seats or something. Hence our comments about the jet. 1tisamuch
larger sized aircraft, and it isamuch greater step up, and hence the comments about it being margina over the course
of the week. | think that when you have to start to have to fly in a Saab an hour and a haf plus to get to Sydney,
people definitely prefer the larger aircraft and its comfort.

There is a perception that the large aircraft is a safer aircraft, and it probably is. As ameasure of that, we ill have
people in the northern part of our catchment, from say Byron Bay north, who go to Coolangatta. We have price
schedules that show that it is approximately $100 dearer to fly out of Coolangatta, but people are prepared to go that
way—bhecause probably their business is paying for it—because they have a more regular service, a better timetable
and abigger aircraft.

CHAIRMAN: So it isgenuine competition?

Mr TRENT: It isgenuine competition. People are voting with their wallets. They are prepared to spend the extra
money to get that security and safety perception.

The Hon. Dr B. P. V. PEZZUTTI: When there was deregulation and Qantas moved into Ballina there were two jet
services a day. But, unfortunately the jet that held 55 seats disgppeared off the market because of the crash of the
company that was making that aeroplane, the Fokker Friendship. Because they disappeared, you then had a choice of
going up to the BAE, which has 90 seats. Ansett was then faced with a difficult decision, having lost the 55-segter, to
heavily discount fares, and that has been of enormous advantage to bus and tourist trades. The people going from
Byron Bay or travelling into Byron Bay get a choice of travelling 20 minutes down the road to Ballina or 40 minutes
to Coolangatta. That isthe problem, isit not?

Cr BROWN: Yes.

The Hon. Dr B. P. V. PEZZUTTI: Aswadl asthat, we do not have as yet the large tourist infrastructure where you
can load in 40 people a atime into a resort, because there has been alack of development of those resorts across the
whole of the north coast.

The Hon. | COHEN: For good reason.
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The Hon. Dr B. P. V. PEZZUTTI: Wéel, there may be good reason, but | am saying that is the redity. The redlity
is that Bdlina has to take a step up and keep the 113-seqt jet, even on a daily basis, which is, as you say, quite
marginal, even though Ansett isflying that jet in here a atime when it is convenient.

The Hon. I. M. MACDONALD: Isthisaspeech?

The Hon. Dr B. P. V. PEZZUTTI: It isbecause, because there are alot of things that others might not understand
but that | do since | have travelled in and out of the areafor 10 years. The redlity isthat unless we have ajet service,
the tourism industry is going to fail, and then we will lose dl that service to Coolangatta, and we will lose the
frequency that we now have with Lismore and Ballina We have seven flights a day now.

The Hon. J. R. JOHNSON: Ask aquestion.

The Hon. Dr B. P. V. PEZZUTTI: That istheredlity.

CHAIRMAN: Do the witnesses agree with your comment?

The Hon. Dr B. P. V. PEZZUTTI: Do you agree with what | have said so far?

Cr BROWN: Weéll, no, not entirely. | do not think that the tourist industry would crash if that happened, and that
was the statement that you made. | believe that the tourist industry is very much dive, not only in Ballina but in
Byron Bay, and we very much look to Byron Bay to feed our airport. In that sense, we believe that the larger aircraft
would do that for us. The F28 did not leave because there was a breskdown in the aircraft. The F28 left because of
the noise problem associated with it going into Kingsford Smith airport. It was not allowed to continue. | understand
the F28 is il flying out of Brisbane.

The Hon. Dr B. P. V. PEZZUTTI: In Western Australia?

Cr BROWN: Yes.

The Hon. Dr B. P. V. PEZZUTTI: What percentage of the traffic in and out of Ballinaairport istourist traffic? We
have heard from Lismore council today that it is about 75 per cent of business travellers out of Lismore. What
percentage of the traffic out of Ballinais business-related?

Cr BROWN: | do not know. Greg might know.

Mr TRENT: | do not know exactly, but it iswell in excess of 50 per cent.

CHAIRMAN: With any of these figures, you might take them on notice and send them in later.

Cr BROWN: We can get that information.

CHAIRMAN: What we would like you to send us aso is a copy of your management plan. You would have a
development plan or management plan for the areafor the next five or 10 years, would you not?

Cr BROWN: Yes.
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CHAIRMAN: No doubt it incorporates such things as the landing fees and the projected increase in landing fees,
and your passenger mix perhaps, and a number of such things. So, if you have any documents like that which you
could send to us, that would be appreciated.

The Hon. Dr B. P. V. PEZZUTTI: Paticularly if you could split it up into what is straight tourism, local people
travelling for their own pleasure, and business travel. Have you any idea what the bleed is out of Coolangatta for
people with post codesin this area?

Cr BROWN: No. We have asked Ansett to supply some of those figures.
The Hon. Dr B. P. V. PEZZUTTI: And Qantas?
Cr BROWN: We do not have the same access to Qantas as we do to Ansett.

Mr TRENT: | could tell you that the figures from the tourist industry are that 60 per cent of totd air traffic into
Byron Bay is Qantas.

The Hon. Dr B. P. V. PEZZUTTI: Yes, it comesout of Coolangatta

Mr TRENT: It comes out of Coolangatta. | cannot recall the percentage split as far as Ansett is concerned for
Coolangatta-Ballina.

The Hon. Dr B. P. V. PEZZUTTI: There was awindow of opportunity, before the development of afreeway north
which will shorten travel time, for Ballina airport. My interest in this is that if you want to have a service that
supports loca people, you get frequency because of the tourism. That is the most important part to us, the frequency
point of view. Down the track from that, of course, you have to get landing dots. What understanding do you have of
the security of those landing dots for Bdlinaif there isan increase in tourism, as the Hon. lan Macdonald suggested,
and thereis an increase in the need, for frequency, of getting those dotstimesinto Sydney?

Cr BROWN: As | have said previoudy, | would think that the dot times could be reduced by the use of larger
arcraft that are more suitable to accommodate the passenger numbers. | do not redly have any problems with the
dot times. Itistheairlines, | suppose, that do have problemswith dot times.

Mr TRENT: Inrelation to the tourist industry, most tourists do not like to fly in the early hours of the morning. | do
not think, if we have a growth in the tourist industry, there will be such a big problem with dot times because the
majority of them want to fly in the middle of the day.

The Hon. Dr B. P. V. PEZZUTTI: What about for loca people, though? The introduction of the service out of
Bdlina and Lismore a 6.30 to get into Sydney on time has been a reasonably recent innovation. If we have bigger
craft, will they till be ableto St on the ground at Lismore or Ballinato service that early morning need for the locals
who want to go and do businessin Sydney and come back again that night?

Mr TRENT: About our only chance, asfar as ajet is concerned, would be possibly for that jet to stay overnight in
Brisbane. That has been discussed, but not to any great length. The problem with overnighting larger aircraft is the
support staff that you need to kick-start them of amorning.

The Hon. J. R. JOHNSON: Isthe council till involved in promoting Summerland as aplaceto visit?

Mr TRENT: Summerland, | supposeit is safe to say, is dead and gone in terms of promotion. There is a regiond
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tourist authority that operates and represents something like five to six councils. Tropical New South Wales was a
promotional thing.

The Hon. | COHEN: It wasabhit wide.
Mr TRENT: But there have been various efforts to surpass what Summerland used to be and to take it further.

The Hon. J. R. JOHNSON: So you are working against each other, trying to draw people to your airports instead of
drawing people to the area?

Cr BROWN: | would not say that.

Mr TRENT: | would not say that. We do not approach it from that point of view. We just see ourselves, by way of
our geographic placement, as being the logical place for the tourist traffic to comeinto the area. Operationdly, asfar
asthelarger aircraft are concerned, it is a better location as well.

The Hon. J. R. JOHNSON: What leads you to believe that Ansett would take off the jet service when it is getting
such agood number of passengers?

Mr TRENT: It is getting good passengers for only four days of the week. The other three days of the week it isvery
ordinary.

The Hon. J. R. JOHNSON: Y ou made the statement that there is a perception that the jet aircraft is safer. | think
you would need to elaborate on that. All aircraft are safe, and you do damage to the industry if you maintain that
certain aircraft are not safe.

Mr TRENT: | am not saying that at all. | am saying that as you go up in size of aircraft there are increasing levels
of safety standards that must be adhered to.

The Hon. J. R. JOHNSON: Thank you.
Cr BROWN: That certainly was not the intent of thet statement.
The Hon. | COHEN: Y ou said there was a perception that the jet is safer.

Cr BROWN: It isaperception. People, particularly tourigts, get off jets from overseas and they see a propeller-
driven aircraft and they are taken back abit.

The Hon. | COHEN: | haveto say, before | ask aquestion, that | never go to Coolangatta on principle.

Cr BROWN: | gpplaud you for thet.

The Hon. | COHEN: We have touched on this issue a few times, but, in terms of the larger jet, it comesin during
the weekday and | understand that it does not get much clientele. It has a specid over the weekend so that it
appears—correct meif | am wrong—that there is an artificial maintenance of this rather inappropriate-size jet at the
present time. Isthat correct? | travel roughly business hours to get to the city early, or getting back late at night after
aday's work, and | have no opportunity for ajet. Isthat restricted by the time dots in Sydney, or is this jet amost
artificialy being placed there to maintain ajet service? It isnot making alot of senseto me as afrequent user.
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Cr BROWN: What we have in place currently is what Ansett put to us was atemporary arrangement: that Kendell
would come in and supply two aircraft, morning and evening, for the numbers of passengers that were coming in.
Certainly, the jet that is currently going into Ballinaiis probably larger than is required, but that isthe only jet aircraft
that they have available to service Balina.

The thing that we emphasise is that we are dealing with New South Wales, and Ballinaiis an areain which | consider
ajet service is complementary to any flying operation that was going on. That is because of the distance that we are
from Sydney, the number of passengers that we do have—and we are increasing those numbers weekly—and |
believe we have the ability to maintain the number of passengers that we have and increase them. If someone would
bite the bullet and give us a proper jet service, as Greg mentioned, of up to 70 passengers, that would be excdlent and
it would possibly solve the problem of overnighting.

The Hon. Dr B. P. V. PEZZUTTI: Arethosejetsavailable?

CHAIRMAN: They are.

Cr BROWN: No. They have not got ajet.

CHAIRMAN: Not that company.

The Hon. Dr B. P. V. PEZZUTTI: Qantas does not have them either.

Mr TRENT: We are led to believe that that is the case. We are pressing Ansett to reconsider its timetable. | am
surethat if that jet were able to comein a couple of hourslater in the day, we would have much better loading.

The Hon. I. M. MACDONALD: Is not Ansett really trying to lock the tourist trade in rather than service the
business community? Isthat their Strategy?

Mr TRENT: That isthe biggest potential. Anyone going into a business, whether it be air transport or not—

The Hon. I. M. MACDONALD: | am not agreeing with you. | am sorry | interrupted.

The Hon. | COHEN: Reating again to the jet and to the rapid transport concept, | asked a similar question of the
people from the Lismore council. How does an efficient service direct to Sydney compare with port hopping, where
you are actudly getting an input from the west and from other centres up and down the coast? Can you see thet as
being an advantage? How would that tiein with deregulation?

Mr TRENT: That isthe hub and spoke arrangement that | spoketo.

The Hon. | COHEN: Perhaps a hub and spoke arrangement, but generally looking at various points along the way
that may in themselves be attractive to tourists, because at the moment everything has to go through Sydney.

Mr TRENT: Acrossthe border we have 100,000 passengers ayear who want to go to Sydney. That is demonstrated
by the figures that we use. So thereis an obvious need for adirect service. Undoubtedly, in the future—and perhaps
this will come with deregulation—we will see the development of other services up and down the coast. We dl too
readily forget about the potentia for the development of services north, beyond Brisbane aswell.

The Hon. I COHEN: One further question. | think Mr Trent mentioned you want competition, but you are
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concerned with premature deregulation. Are you ever going to get to the point where you are well and truly looking
towards deregulation in the Ballina environment?

Mr TRENT: Idedly, if we get a passenger flow of 120,000 or more a year, we would be only too pleased to see open
competition.

CHAIRMAN: | have one more question that | would ask you to take on notice. The Minigter, Mr Carl Scully, has
asked the Committee to consider and respond to him and the government in relation to a charter of user rights, asis
proposed by a country summit. What are your views on that, and what should be in a charter of user rights? It has
been suggested to the Committee by some other councils that that is one aternative but thet there redly needs to be
something stronger than a charter of user rights and that, as the Hon. Dr Pezzutti pointed out esrlier, the Federa
Airport Act has enghrined in the Act that Kingsford Smith airport should provide services for international and
interstate flights, but it does not mention intrastate regional and rurd air services. One council suggested to the
Committee that the charter of user rights is not worth the paper it is written on, and that there redly needsto bein
that Federd legidation a guarantee of forma access for ever. Could you please take that issue on notice and give us
your views on that?

Mr TRENT: In short, we would agree with that view.
CHAIRMAN: That it hasgot to bein legidation?
Mr TRENT: Yes.

CHAIRMAN: | thank you very much for your time this morning.

(The witnesses withdrew)
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COLIN FREDERICK FRANCIS, Generad Manager, Glen Innes Municipa Council, and
ROBERT HAROLD SCHRODER, Councillor, Severn Shire Council, and

MURRAY JOHN ERBS, Director, Technica Sarvices, Severn Shire Council, sworn and examined:

CHAIRMAN: Mr Francis, in what capacity are you appearing before the Committee?
Mr FRANCIS: Asarepresentative of the Glen Innes Municipal Council.

CHAIRMAN: Did you receive a summons issued under my hand in accordance with the provisons of the
Parliamentary Evidence Act 19017

Mr FRANCIS: Yes.

CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?

Mr FRANCIS: | believe so.

CHAIRMAN: Councillor Schroder, what is your full name and occupation?

Cr SCHRODER: Robert Harold Schroder, | am agrazier and Severn Shire Councillor.
CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Cr SCHRODER: Asashire representative.

CHAIRMAN: Did you receive a summons issued under my hand in accordance with the provisons of the
Parliamentary Evidence Act 19017

Cr SCHRODER: | did.

CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?

Cr SCHRODER: Yes.

CHAIRMAN: Mr Erbs, what isyour full name and occupation?

Mr ERBS: Murray John Erbs; | am acivil engineer and my position is Director of Technical Services.
CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Mr ERBS: Asarepresentative of Severn Shire Council.

CHAIRMAN: Did you receive a summons issued under my hand in accordance with the provisons of the
Parliamentary Evidence Act 19017
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Mr ERBS: | did.
CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?
Mr ERBS: Yes.

CHAIRMAN: | note, firg of al, that the councils have agreed to give their evidence together. Asfar as| am aware,
there is no written submission from either council. Do you have any documents that you wish to table?

Cr SCHRODER: Yes, we have.

CHAIRMAN: And none from Glen Innes?

Mr FRANCIS: No. We support the submission of the shire council.
CHAIRMAN: Would you like that to be taken as part of your sworn evidence?
Mr ERBS: Yes.

CHAIRMAN: If you should consider at any stage during your evidence that in the public interest certain evidence or
documents you may wish to present should be heard or seen only by the Committee, the Committee will be willing to
accede to your request and resolve into confidential session. We might ask the Severn Shire Council to make a brief
statement to summarise your document and your views, and then we will ask for a smilar satement from the Glen
Innes Municipa Council. Then we will have questions from members of the Committee. We might ask you a some
stages to take some questions on notice and supply information later on. So, if there is any technical evidence or
materid that you would like to give to the Committee, you might prefer to do it that way. If we run out of time, we
might ask you to take afew questions on notice as well.

Cr SCHRODER: Wewould like to present this document as ajoint document from both councils.
Mr FRANCIS: Yes wedo.
CHAIRMAN: Would you then like to address the Committee?

Mr FRANCIS: The shireis actudly the owner and operator of the airport, so it is probably more appropriate for
them to lead.

Cr SCHRODER: Before we gart, if the Chair would accept it, | would like to put in an gpology for Robert
Langford, who is in bed with severe back pains. So we have been bundled down here today on short notice, and we
will do our best. We would like to read through the submission and in doing so | would expect you to interrupt me at
various stages and ask questions.

By way of introduction, | thank you al for the invitation to give evidence here today. Council is appreciative of the
opportunity to appear before the Standing Committee on State Development and to comment on the provision and
operation of New South Wales rural and regiona air services. Severn Shire Council owns and operates the Glen
Innes aerodrome.  This services Glen Innes and the surrounding district, including Tenterfield. The air service to
Glen Innes is presently provided by New England Airways. It comprises a triangular route—Sydney/Glen
Innes/Inverell.
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Annually, approximately 4,000 to 5,000 passengers pass through the Glen Innes termind. In addition, a further 9,000
to 10,000 passenger's pass through Inverdll. The townswere, until recently, serviced by Tamair Pty Ltd with a 19-sest
Metroliner. This company has passed into receivership, and the same directors are now trading under the new name
of New England Airways. We are how being serviced by a combination of 9-seater Piper Chieftain and a 19-seat
Metroliner aircraft. Council has requested the Minister for Trangport, Mr Carl Scully, to investigate the licence
changeover from Tamair to New England Airways. Both Inverell and Severn Shire Councils prefer that Impulse
Airlines be the new provider.

The airport isavita link for rurd air travellers from the north of the State to Sydney and is a necessity for business,
medical and tourist reasons.  The following comments are based on the impact on Severn shire and Glen Innes
communities aswell asregiond airportsin New South Wales and rural communities asawhole.

I move on then to landing fees a Sydney (Kingsford-Smith) airport. The proposed new landing charges for the
Federa Airports Corporation of $2.84 per tonne for maximum take-off weight, with a minimum of $140 per landing
and peak period surcharge of $250 will disadvantage regiond airlines using smaler aircraft. It is acknowledged that
the $140 charge will be phased in over athree-year period. The cost per passenger for a 19-seat aircraft will be $21.
This compares to $3 per passenger on a B737 aircraft.  This will serioudy affect the economics of providing a
regional airline service to rural communities. In contradt, interstate and oversess travellers will have a price
reduction.

The next matter islanding fees at regiona airports. Landing fees at Glen Innes airport are $10 per passenger on and
off aircraft on regular passenger transport services landing at Glen Innes. There is no aircraft weight tax applied.
Expenditure on the Glen Innes aerodrome strip and terminal building in the last 18 months has been over $300,000.
Thisisavery large investment in our aerodrome, particularly when compared to the return of $40,000 to $50,000 per
year received in landing fees.

Airline operators do not contribute any money to maintaining the aerodrome other than in landing fees and to hire a
portion of the termind building for $2,000 per year. The landing fees are passed directly on to the passenger using
the service. Therefore, the airline company has very little cost in using the Glen Innes aerodrome. | believe thisisthe
samefor the majority of regiona airports.

I now move on to alocation of dot times at Kingsford Smith airport. Council supports the introduction of the dot
system as a guarantee of suitable times for regiond airlines to have access to Kingsford Smith airport. Council has
two concerns that need to be addressed. The firgt is that dot time alocation should be alocated to a particular route
and not to the airlines. Thiswill ensure that airlines do not use a dot time for another route and thus take away a
service to a regional centre or town in preference to another centre or town. The second concern is that dots, if
dlocated to an airline, will become a valuable commodity for trade in access to Kingsford Smith airport. The trading
of dot times may stop an airline sarvicing a regional centre by dlocating to another regiond centre.  Regiond
communities should have representatives on any committee that alocates dot times to airline or routes and have input
to the changing of dot alocations from acommunity.

| now turn to proposals to limit access to Sydney Kingsford Smith airport and direct country services to Bankstown
airport. The proposa to direct regiona air services to Bankstown is totally unacceptable for the following reasons.
Firgtly, the airport does not have the infrastructure to cater for regiond air services. Secondly, the airport does not
have the capacity to service the number of flights from regional New South Wales.

From a safety aspect, there have aready been numerous incidentsinvolving light aircraft. More importantly, regiona
airlines need to be close to interstate and oversess facilities for connecting flights. The distance of Bankstown from
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the city is amgjor dissdvantage. The cogt of travelling to and from the city aong with the time factor would mean
that rura travellers would be better off driving to Sydney for business and medical attention. A cogt-benefit and
socio-economic analysis heeds to be done on any proposal to transfer regional services to Bankstown.

I now spesk about the impacts of deregulation of New South Wales air services on the provision of servicesto smaller
regional centres and towns in New South Wales, including considerations of measures to maintain services. Severn
Shire Council, long with many other regiona councils, has previoudy objected to the full deregulation of air services
within New South Wales. Council isin support of partid deregulation; that is, competition that is managed to ensure
that regiond air services to towns like Glen Innes and Inverell are guaranteed access to Kingsford Smith airport,
preferably aircraft of at least 19-seat Sze.

A fully deregulated air service could achieve a monopoly or at best an oligopoly of a few airlines with access to
Sydney airport. Margina regiona routes would be abandoned by the major airlines, which would result in reduced
sarvices for the many regiona airports. This would assist the demise of rura towns, depriving them of tourist trade,
economic v and direct accessto Sydney airport for business and medica services. Council is concerned that under the
Airport Act, under which Sydney airport will operate, there seems to be no provision for intrastate air services to
operateinto Sydney airport. The Act needs to be amended to include intrastate air transport.

Conclusion: Sydney airport accessis required for the surviva and development of regional New South Wales. This
access must be ongoing. 1t may be achieved by the use of the dot system and partid regulation of air routes and aso
by not pricing regiona aircraft out of landing at Sydney airport. Oversess, interstate and intrastete air services are all
interdependent and for the development of New South Wales and Australia must co-exist and complement each other.

CHAIRMAN: That is a common theme of a lot of councils. The only variation—and | suppose it is not a large
variation of your submission in comparison with others—is to do with regulation. 'Y ou would entertain a change of
operator. Some submissions that we have received urge that we recommend to the government that we extend
regulation for another year or 18 months. Another option was that we recommend to the government that the Air
Trangport Council be kept in operation and that it go through another three-year process of issuing licences, and that
in doing so it could have public hearings, enabling the issue of a licence to Impulse as opposed to the newly-named
Tamair under their normal process, because | believe exigting people get some preference provided they have done the
right thing in providing services. But, generdly, if a council has a big push to change, they can change under that
process.

The other suggestion received by the Committee, regarding the maintaining of regulation and going through the
norma three-year process, was that perhaps the government should beef up the regulatory requirements, because in
the past some companies have been given alicence for say a Saab 34-seater and six months down the track they have
dipped in aMetroliner of 19 segts, or they start off with aMetroliner and then dip in a Navgjo Chieftain.

The Hon. Dr B. P. V. PEZZUTTI: And somejust give up.

CHAIRMAN: Yes, and some just give up. Some recommend that the Air Transport Council should issue the
licence for three years but, if the conditions ater, then, subject to discussion with the local council, the service would
be re-advertised. Would you like to comment on that?

Mr ERBS: If | could comment on the Tamair Stuation. Tamair has gone into receivership owing our council some
$50,000, Inverdl council over $100,000, and Tamworth council over $200,000.
CHAIRMAN: In each case, that would be 2 to 3 per cent of the rates of those councils.
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Mr ERBS: Yes. Sothey have gone into receivership and taken that money from us as unsecured creditors. It costs
us $70,000 a year to run the aerodrome, and we have just blown the money that would have been received in landing
fees over the past couple of years. That is our particular problem with Tamair and the fact that, Tamair having gone
into receivership, the Air Transport Council passed the licence over to New England Airways, which is largely the
same company.

CHAIRMAN: The Air Trangport Council has done that aready?

Mr ERBS: Yes, it has done that, without any consultation with any of the councilsinvolved. We have till got New
England Airways servicing our towns at the moment, and in realistic terms we have very little hope of collecting any
money from them in the near future unlessthey can change their financial system or financial ways. And they have a
poor track record, so we are really concerned about that.

The Hon. J. R. JOHNSON: How long have they been operating?

Mr ERBS: New England Airways probably has been operating for about six weeks now, or two months.

The Hon. J. R. JOHNSON: And you do not expect them to pay?

Mr ERBS: Their track record is not good. Paul Bredereck is the same managing director in New England Airways
who wasin charge of Tamair. Soit isaquestion of whether the leopard will change its spots.

The Hon. J. R. JOHNSON: Same horsg, different jockey.
Cr SCHRODER: Yes. They finished up being something like $1 million in debt round the country.
Mr ERBS: And $6 millionin total.

Cr SCHRODER: What hurts usisthat they are dlowed to change a name, owe us $50,000, and come and fly out of
Glen Innes with a different name and downgrade our service.

The Hon. Dr B. P. V. PEZZUTTI: According to your submisson, a lot of that problem with Tamair was that
Tamair got involved with another company in Tasmania. Up until then, that is up until about two years ago, Tamair
was paying itsway and doing reasonably well, wasit not?

Mr ERBS: WEél, they never had the track record of the previous provider.

The Hon. I. M. MACDONALD: Who wasthat?

Mr ERBS: That was Impulse, whom we never had any financial problems with. | do not know whet the status of
the individual companies are, but | know how they paid councils, and Impulse had a good track record in regard to
paying on time.

CHAIRMAN: Why did the Air Transport Council change from Impulse and give the licence to Tamair? Did one
operator pull out?

Mr ERBS: No. All licences were thrown open two years ago. There was a lobby from the Inverdl council and
othersto get the Tamair route in. Therewas alot of jockeying going on about where the routes would be and how the
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routes should go around, and whether we stay on milk runs, or which milk runs. When the cards were laid down at
the end of the day, Tamair had that route.

Cr SCHRODER: Impulse had previoudy done a great job, and they did have the full support of Severn and the
municipa council, but it was Inverell that pulled the strings and took Tamair.

The Hon. I. M. MACDONALD: So, a the moment, you have lost your $50,000.

Cr SCHRODER: Yes.

The Hon. I. M. MACDONALD: Wasthat for landing fees?

Mr ERBS: That $50,000 isfor outstanding landing fees.

The Hon. I. M. MACDONALD: Sothat isequivaent to oneyear of landing there and not paying a cent.
CHAIRMAN: And that was $50,000 towards the $70,000 that it cost.

Cr SCHRODER: Yes.

The Hon. I. M. MACDONALD: Areyou stisfied a the moment with the New England Airways operations?

Mr FRANCIS: No.

Mr ERBS: We are very concerned abot it.

The Hon. I. M. MACDONALD: Have they been paying their landing fees?

Cr SCHRODER: They have. But what has happened is that they have given us aworse air service. We had a 19-
seater, and now we are back to a 9-seater Chieftain. In Inverell and Glen Innes they are jJumping into their cars and
going to Armidale and hopping on a 36-seater. We are not going to have an air service too much longer.

The Hon. J. R. JOHNSON: Whereisyour nearest airport to the north?

Mr ERBS: North, you head to Queendand, and | do not know where it would be.

The Hon. Dr B. P. V. PEZZUTTI: Warwick.

Mr ERBS: Which would be heading into Brisbane.

CHAIRMAN: Tamair is under receivership, and it has an administrator appointed. |s Tamair continuing to trade or
not? They are not, theoreticaly.

Cr SCHRODER: Tamair isnot, no. But they have changed their name.

Mr FRANCIS: | got the service timetable from the local travel agent just yesterday, and it is ill listed as Tamair. It
isdtill advertised as Tamair.
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The Hon. I. M. MACDONALD: What has gone wrong is not so much to do with the regulator in effect; it is abad
business or bad company that got the route. 1t was more to do with that, rather than whether Inverell or Glen Innes
are bad dedtinations. Itisjust bad business practice.

Mr ERBS: | think so. Other companies have been able to have the route as a vigble route, and prior to Tamair it

was Impulse that had it as aviable route. There are other providers quite willing to come back in and take over the
route now.

The Hon. I. M. MACDONALD: So you want the flexibility under the regulations to be able to re-advertise and get
someone elsein there if you can?

Mr ERBS: Yes. We bdieve, having gone through the process we have gone through, the re-allocation or transfer of
the licence from Tamair to New England Airways should not have happened automaticaly; we should have come
back and gone through the process of selecting an operator.

The Hon. I. M. MACDONALD: How can it happen automatically?

The Hon. Dr B. P. V. PEZZUTTI: Ask Mr Scully.

Mr ERBS: Wedo not redly know.

The Hon. I. M. MACDONALD: Would it have been approved by the Air Trangport Council?

Mr ERBS: | believeit has been approved by the Air Transport Council.

The Hon. I. M. MACDONALD: Onthebasisof getting some servicein there quickly, or whatever?

The Hon. Dr B. P. V. PEZZUTTI: How do we know?

CHAIRMAN: Wewill write to the Air Trangport Council and ask it what it has done in that regard and see what it
says. | should dso inform you that Tamair will be coming to talk to usin the next few weeks

The Hon. J. R. JOHNSON: They might not come now.
CHAIRMAN: Isthereany of thisthat you wanted dedlt with in camera?
Cr SCHRODER: No.

The Hon. I. M. MACDONALD: Your submisson aso refers to Bankstown. This intrigues me a bit, because |
come from Young and so | am concerned about the service staying with Kingsford Smith airport, athough | do not
regularly travel with Country Connection to Young. Would your objections to Bankstown decrease by the year 2002,
when the M5 extension is complete and you will be ableto travel by freeway from Bankstown right into the city?

Mr ERBS: 1 think travel time is the key to it, and how you get from one point to the other. If you can get there
quickly, then the speed is the essence of it. When you are travelling out of places like Inverell and Glen Innes, if you
can organise the travel to be such that you can get down to Sydney in a day, do your business and come back in the
same day, and avoid overnighting, it becomes effective. So, whatever mechanism isin place, it needs to support that,
because that is the key to the whole issue. Everything else that we have put in our submission—such as protection of
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dot times—is al amed at being able speedily to get from the outer parts of what region it isinto Sydney, to be able to
do your business, and to get back out again.

The Hon. I. M. MACDONALD: Once the extension is complete, it will link with the extension of the eastern part
of the airport, and come down Woalli, and go straight under Taylor Square. Y ou are probably talking about 30 to 35
minutes from Bankstown through to the city, which is a lot different from the present 1'10". Some of the objection
about the use of Bankstown for more general purposes would probably dissipate abit, would it not?

Mr ERBS: It comes down to the timeto travel. | think there is some sort of threshold in people's minds about the
time it takes to leave home to get somewhere. There is atrip-over point, and if it takes you an hour and a haf or two
hours—and | am not sure where the point is—but, if it goes into three hours it becomes unattractive. It can be due to
any one of anumber of hold-ups. It can be the fact of hubbing through Tamworth from Glen Innes, and that might
add 20 minutes to the trip. Any segment of the trip that adds to the overal time of it will impact on the service. If
Bankstown were the only part of the equation, and you could get to Bankstown within an hour and then it took half an
hour into the city, | do not think that would be a problem.

The Hon. I. M. MACDONALD: | am suggesting you might be able to do that in 2002, which is the current
projection for the opening of the M5 extension. Bankstown airport is very close to that freeway and it has a number
of interchanges. Y ou would be able to get onto the freeway very quickly and be in the city probably quicker than it
takesto get from Kingsford Smith airport to the city at the moment.

CHAIRMAN: But therewill aso be an eight-minute train from Kingsford Smith airport next year.

The Hon. Dr B. P. V. PEZZUTTI: Butitisabhit rough if you have got to fly from Glen Innes to Bankstown, teke
35 minutes to get to the city, and be at the airport for half an hour before the next flight that takes you to Melbourne or
somewhere else. On-flying accounts for a substantia number of people; about 5 to 10 per cent would be on-flying.
So you get to Sydney airport and then you have to wait another 35 to 40 minutes, a the minimum, to catch aflight to
Melbourne or wherever.

CHAIRMAN: Wheredo you fly? Do you go from Glen Innes, to Tamworth and then to Sydney?

Cr SCHRODER: No. Glen Innes, Inverdl and direct to Sydney.

Mr FRANCIS: If | could just mention something. | believe we have dready lost our sarvice, in effect, by the
scheduling of aircraft services that we have got. If we want to get down to a meeting in Sydney &t a reasonable time,
say 9 o'clock, we cannot fly out of Glen Innes; we have got to drive down to Armidale and catch aflight from there.
The Hon. I. M. MACDONALD: Why isthat? Isthat because the service times have changed as wel?

Mr FRANCIS: The service does not get there on aMonday until 10.15 in the morning.

CHAIRMAN: Would you table that timetable that you have got for incorporation.

The Hon. I COHEN: There is a similar problem travelling from Ballina, because you cannot get to business
appointments reliably at 9 o'clock.

CHAIRMAN: We had best return to asking our questions.
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The Hon. I. M. MACDONALD: What were the previoustimes of those flights out, and when did they arrive?

Mr ERBS: | would haveto get information on that. But, if we go back about three years to the previous provider, we
had far better timesin and out of Sydney.

CHAIRMAN: If you are able to come by a copy of that, would you send that to the Committee as well?
Mr ERBS: Yes. We havethat on record.

Cr SCHRODER: We must take on board too that a lot of air travellers from the country are going to the city for
hedth reasons. Many are being referred to doctorsin Sydney, and so on.

CHAIRMAN: Haveyou got any ideawhat percentage they would be?

Cr SCHRODER: | havenot, no. But it would be substantial.

The Hon. J. R. JOHNSON: When the aeroplane was operating with a 19-seater, wasit full?

Mr FRANCIS: | am not answering because | have only been there for two years.

Mr ERBS: At times, through the week, yes, it was definitely full, and there were times when you could not book on
the flight because the 19 seats were taken up. Of course, there were other times during the week when it would be

flying with eight or nine passengers.

The Hon. J. R. JOHNSON: So the new operator believesit is better to fill every aeroplane than to half-fill them, as
was the pogition in the past?

Mr ERBS: | think there was that aspect to it, but | also think that they are looking at the hubbing situation. They are
flying a smadler plane to Tamworth, transferring passengers to a bigger plane, and filling up the bigger plane to fly
into Sydney. That isthe economics of it from their point of view.

The Hon. J. R. JOHNSON: And they draw on Moree, Gunnedah, Boggabri, Manilla.

Mr ERBS: Yes, and other centres, and they fill the plane up and take it on down to Sydney. Those are the
economics of it. But that does not address any of the socid impacts of having that type of service. If you take apurely
economic rationalist approach, | guessthat is where the dollars appear to line up. But, when you start to consider the
social issues and the provision of a service, and what an airline or transport system isthere for, it hasalot of failings.
The Hon. Dr B. P. V. PEZZUTTI: You are concerned about the transferability of dot times. Are you aware that
dot times can be sold? Can Ansett sl adot time to Eastern or to anybody else?

Mr ERBS: | think thereisaconcern that that iswhereit is going to end up—that they will be able to do that.

The Hon. Dr B. P. V. PEZZUTTI: Areyou aware how dot times are alocated?

Mr ERBS: No, | cannot tell how that is done at the moment.

The Hon. Dr B. P. V. PEZZUTTI: Your loading is 10,000 ayesar &t Inverel, getting on and coming off, isit not?
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Mr ERBS: Thatisat Inverell. At Glen Innesit isabout 4,000 to 5,000.

The Hon. Dr B. P. V. PEZZUTTI: That is 10,000 getting on and taking off, isit?
Mr ERBS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: Oristhat just 10,000 getting off?

Mr ERBS: The 5,000 getting on is 2,500 on and 2,500 off.

The Hon. Dr B. P. V. PEZZUTTI: So you are looking at about 12 people per day getting on and 12 per day getting
off.

CHAIRMAN: Itisnot asgood asthe Newcadtle traing!

The Hon. Dr B. P. V. PEZZUTTI: Wall, it is not as good as the Newcagtle trains. But the redlity isthat if a plane
isleaving Glen Innes and arriving in Sydney with seven people on board, it takes just aslong, or longer, for that plane
to land asa 747. Given that there are acertain number of take-offs and landings at Kingsford Smith airport—only 80
in one hour—you can see why Kingsford Smith airport, being pressured to keep to only 80 in an hour, and that they
could sdll those dot times any number of times, there would be some rationdlity, whether economic rationalism or not,
that would drive a 9-segter off the track. | am not saying whether that is good or bad. What approach do you think
should be taken to ensure that intrastate operators have reasonable, guaranteed access to landing at Kingsford Smith
airport?

Mr FRANCIS: | would like to see the dots alocated to airports rather than to airline operators. | would like a
guarantee of a certain number of dotsfor regiona centres.

The Hon. Dr B. P. V. PEZZUTTI: If you had an arrangement like that, on what basis would government or
Kingsford Smith airport, which has more customers than it needs, alocate to Inverdl? Would they dlocate one
landing dot per two weeks, on the basis of the number of passengers, or one aday, or two aday?

Mr FRANCIS: Perhaps one aday would be too much, but it is difficult to say. You have afinite resource, which is
Kingsford Smith airport, and you have a virtually unlimited demand upon that finite resource, so | suppose you have
got to come back to the practicalities that we are not going to retain guaranteed daily access to Kingsford Smith
arrport. But | believe three times a week for a community of 10,000—which is the Glen Innes and Severn shire—is
fair. We have asocid right to have access to the capitd city.

The Hon. Dr B. P. V. PEZZUTTI: Given the landing cost per person from Inverdl is vastly higher than the
landing cost per person from Melbourne, do you think that the State government could have a community service
obligation to help fund what is basically a community and socia service, rather than a commerciad service?
Kingsford Smith airport is obvioudy not providing a commercia serviceif it is offering a service from Inverdl for a
747. Do you think the State government of New South Wales, or perhaps the Commonwedth, should come forward
with community service obligation paymentsto assist Kingsford Smith airport in being fair and reasonable?

Mr FRANCIS: | would certainly support that.

Cr SCHRODER: Yes.
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The Hon. Dr B. P. V. PEZZUTTI: We heard this morning that 75 per cent of the passengers out of Lismore are
business and government travellers. The more public servants that fly to and from the country will require that sort of
access, asthey do out of Lismore. Surely, if there were more government employees in country areas there would be a
basis on which to build an airline, would there not, rather than what we have seen recently, which is ripping them out
of the country and taking them back to the city?

Mr FRANCIS: Wewould obvioudy favour such aprocess.

The Hon. Dr B. P. V. PEZZUTTI: In terms of Bankstown, if for example there was a hubbing process into
Tamworth, you would not want to further hub into Bankstown before you got to Kingsford Smith airport. Would a
reasonable gpplication be for you to hub a Tamworth?

Mr FRANCIS: Itisdifficult to say. | would be againgt it, persondly.

Mr ERBS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: So your community view would be that you should have access, especidly since
you are S0 far away, the same as Lismore and Bdlina people say it is equaly offensive to land at Newcastle before
they went onto Sydney. Y ou would take the same view?

Mr FRANCIS: Yes.

Mr ERBS: Yes.

The Hon. J. R. JOHNSON: Do your particular concerns have the same standing with your local Federal member,
the Rt Hon. lan Sinclair?

Mr FRANCIS: You are asking usto answer that question?

The Hon. J. R. JOHNSON: Have you had discussonswith him?

Mr FRANCIS: | have had no discussionswith him, no.

CHAIRMAN: So council has not made any representations to him about it?

Mr FRANCIS: Our council certainly has not, no.

Cr SCHRODER: We have dedlt with Ray Chappell.

The Hon. Dr B. P. V. PEZZUTTI: Itissubgtantialy a Federa issue.

CHAIRMAN: Thedot timesare.

Cr SCHRODER: The general manager has written to lan Sinclair, but | cannot tell you what the reply was.

The Hon. Dr B. P. V. PEZZUTTI: Could you dig it out for us, because that would be of some interest to the
Committee?
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Cr SCHRODER: Yes.

CHAIRMAN: To befair to him, he probably has just acknowledged the letter; it would probably be similar to al the
others, who have not got aresponse yet. The interesting part would be your letter to him.

Cr SCHRODER: We could get you acopy of thet.

The Hon. | COHEN: | might have missed the point but, regarding your mgjor complaint, are we looking at service
or size of plane, or isit both, in terms of facilitating the community?

Mr FRANCIS: Itistiming of the services more than anything else.
Cr SCHRODER: Yes.
Mr FRANCIS: Yes, the size of the aircraft is probably okay, but it is the timing of the service.

Mr ERBS: We would like to have a a minimum a 19-sester coming in. There is a perception in the community
that they will not travel on a 9-seat Chieftain. Again, people believe that travelling on abigger aircraft is sefer.

CHAIRMAN: And perception isredlity.

Mr ERBS: Yes. We bdieve that threshold exists somewhere between a 19-seater and 9-seater, other than the fact
that it has got more sedts.

The Hon. | COHEN: From the perspective of either of your councils, is there anything you can do other than apped
to the Minister regarding Tamair and New England Airways? Do you not have power to put pressure on those
airlinesto regtrict their accessto your airport?

Cr SCHRODER: Not that | know of.

Mr ERBS: Not that we know of. | think our only course of action isthrough Minister Carl Scully.

CHAIRMAN: You may not be aware that a country summit suggested that there be a charter of user rights to
guarantee continued access to Kingsford Smith airport. Some councils have suggested to us that that is not worth the
paper it is written on, and that it really needs to be embodied in the Federal Airports Act. Do you have aview on the
proposa for a charter of user rights? You can take that question on notice and make some suggestions as to which
way you think the Committee should go, and how effectively it could be done.

The Hon. | COHEN: Also, | think you mentioned the cost of airport maintenance and airport extensions. Do you
have any figures on that?

CHAIRMAN: Do you have a management plan for the airport, or afive-year plan?
Mr ERBS: Itishbuilt into our council management plan.
CHAIRMAN: Y ou might be able to give us the extract from that.

Mr ERBS: Yes.
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The Hon. I. M. MACDONALD: Who monitors and assesses the safety standards at your airport? How regularly is
that done? What amounts have you spent on those airports?

Mr ERBS: We are alicensed aerodrome, and we have an independent consultant come in annualy and carry out the
annud safety inspection on the aerodrome, and that then is audited by CASA in the normal course of their duties. So
that isin place. My position includes the aerodrome management position, overlooking the safety issues. We have a
lighting consultant who comes in quarterly to carry inspections. So we have a number of procedures in place, and |

overlook that whole course of events, and then CASA are carrying out an independent audit on that under the terms
of our licence.

CHAIRMAN: Do you have night lights?

Mr ERBS: Yes.

CHAIRMAN: Solar powered?

Mr ERBS: No, they arewired in.

CHAIRMAN: And they come on automatically?

Mr ERBS: Yes, operated by aradio frequency.

The Hon. Dr B. P. V. PEZZUTTI: In operability terms, is it possible for a 19-segter or 9-seater to overnight at
Inverdl? To get what you want, to get to Sydney by 9 o'clock, you have got to leave Inverdl by about 6.30, and for
that purpose you therefore need to have a plane on the ground. Isit possible to overnight in Inverell and have some

sarvice facilities that that might entail?

Mr ERBS: Itis, and Tamair were doing that in the early stages of their licence. They were leaving a Metroliner in
Inverell overnight.

CHAIRMAN: So they have reduced their service?

Mr ERBS: Yes, they have reduced their service over time.

The Hon. Dr B. P. V. PEZZUTTI: Did you see the article in the Financial Review of 24 June, which | read this
morning on the plane on my way up here. | will give you acopy of it. It gives some higtory to the Tamair debacle. |
just wondered whether Tamair was providing you with a good service when it first sarted, or has it aways been bad

since Tamair got the new licence through the Air Transport Council?

Mr ERBS: When they commenced, they commenced providing a service on the level of their bid to get the route. It
was over aperiod of time that the service deteriorated.

The Hon. Dr B. P. V. PEZZUTTI: When the Air Trangport Council gave the licence to Tamair, did the council
come and take evidence in your local area?

Mr ERBS: Yes, they did.
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The Hon. Dr B. P. V. PEZZUTTI: When the Air Transport Council transferred the licence from Tamair to New
England Airways, which is seen to be anew entity from alegd point of view, the council did not do the same thing.

Mr ERBS: No, they did not come and take evidence from us at al. We were unaware of the change.
The Hon. Dr B. P. V. PEZZUTTI: They did not consult you in any way?
Mr ERBS: They did not consult with usin any way in terms of that change.

The Hon. J. R. JOHNSON: Were many people left with tickets that they had purchased in advance and were not
ableto take up because of the receivership?

Cr SCHRODER: If we could get Impulse in tomorrow, Impulse would honour al those tickets.
The Hon. J. R. JOHNSON: So there were anumber?

Cr SCHRODER: Yes.

The Hon. I. M. MACDONALD: Will New England Airways not honour Tamair tickets?

Cr SCHRODER: | cannot say that, but | think they are, to be honest. | cannot say for certain.

The Hon. Dr B. P. V. PEZZUTTI: | am concerned about the $300,000 that they have left owing their employess as
well. That isahugeissuein acountry area.

CHAIRMAN: So when they went from Tamair to New England Airways you were not advised and the Air
Transport Council just issued a new licence. But then they commenced with a Metroliner and subsequently
downgraded the service abit, and were overnighting—

Mr ERBS: They were overnighting at Inverell.

CHAIRMAN: Then they reduced that service by changing the times. At no stage was there any re-advertising, or
there has been no inquiry from the Air Trangport Council as to whether you had any problems with that? Does the
Air Trangport Council just hand out alicence and not want to know anything for the next three years?

Mr ERBS: It appearsthat isthe case.

Mr FRANCIS: The only communication we have had was regarding proof of debt. That is al we got from the
administrator. He asked usto submit our proof of debt, which we did not have of course.

The Hon. J. R. JOHNSON: Is there much use of your airport by privately owned aircraft, even during the Rose
Fedtival?

Mr ERBS: Generd aviation aircraft move through the airport. We have only one agriculturd plane resident at the
aerodrome. | cannot put numbers on generd aviation. We do not collect any landing fees on generd aviation
movements through the airport, so we do not collect any data on those movements. | could get an idea from the
aerodrome groundsmen, just of general observations.
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The Hon. I. M. MACDONALD: Why don't you collect afee from the general aviation sector?

Mr ERBS: Itistoo hard.

CHAIRMAN: A lot of these airports are not manned al the time.

The Hon. I. M. MACDONALD: What if you put someonein and paid the person say $30,000 ayear?
Mr FRANCIS: Y ou would not cover it.

The Hon. Dr B. P. V. PEZZUTTI: If you put an honesty basket out, only the honest people pay it; the dishonest
ones do not.

CHAIRMAN: Basicaly, that was the Tamair system. They pay on radio connections and there is an honesty system
telling you how many passengersthey have.

Mr FRANCIS: Yes.

CHAIRMAN: When the adminigtrator has written to you and asked for proof of debt, you did not have it?

Mr FRANCIS: They did not owe us any money at dl; it was owed to the shire.

CHAIRMAN: So you have got the Avdata system?

Mr ERBS: No, we have not. We chose not to take on the Avdata system. Many rura aerodromes have taken it on.
But it relies on the aircraft that are moving into the area to do the correct thing and radio in, and you pick it up from

the call sign.

CHAIRMAN: Sometimes they do not radio in, and then suddenly the plane is there, to avoid paying the $5 or
whatever.

Mr ERBS: Yes.

Mr FRANCIS: | was involved with Cairns internationa airport for a good number of years. | was financid
controller there for the port authority, and we never redly got on top of the generd aviation scene, even in a mgjor
arport likethat. Itisvery difficult to administer.

CHAIRMAN: So, with Tamair, it was an honesty system, wasit?

Mr ERBS: With Tamair, we know from the information coming through on passengers in and out of the ticket
office of Harvey World and others.

CHAIRMAN: If thereis any further information in addition to the materiad we have asked you to send aong, or if
there is anything that you think you should have told us today, please write to us and tell us. We are trying to get our
report on this pretty quickly, so would you send in those responses as soon as you can.

Cr SCHRODER: Unfortunately, with the illness of Robert Langford, we were left abit high and dry.
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Mr FRANCIS: There is one point that perhaps needs a it of emphasis. | and the council do not believe that a
system of total deregulation would work once an airport is below a certain size. The system just would not work.
There is a sort of built-in assumption that deregulation is a good thing. Well, | am sorry, for a smaller airport like
this, in small communities, it will not work.

CHAIRMAN: IPART has said that the mgjor airports should have a better service under deregulation, but it skipped
over what would happen for the smaler airports. To me, the surprising thing is that none of the larger councils that
we have spoken to so far have come out and said they want tota deregulation. The best we have heard from the
larger airport operaorsis that they have got mixed views on it. One of them, who gave evidence this morning, said
that even the larger operators with 100,000 to 150,000 customers a year could see a drop in current services under
deregulation. They are al concerned, not just the smaller councils.

The Hon. Dr B. P. V. PEZZUTTI: If the Sydney Airport Corporation isto be sold—and they are al being sold, and
the legidation for that has gone through—then a commerciad operator has to act commercialy. Therefore, if
government sees a need for a community service, then it should acknowledge its community service obligetion, as it
does for just about every other service that is provided for by your payment of State taxes. | think there is afair role
for government to provide certainly and dso to provide the dollarsif people are prepared to pay for it.

Mr FRANCIS: Particularly when | understand there is no cap on the charges that the new commercia operators of
Sydney airport can impose in the future.

CHAIRMAN: Thereisfor up to four years. The $140 has now been dropped back to $100 over a four-year period.
After that period, thereis no cap.

Mr FRANCIS: But four yearsis nothing.

CHAIRMAN: | thank you very much for your time.

(The witnesses withdrew)
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WILLIAM KENROSS VINCENT, Mayor, Inverdl Shire Council, and
GARRY MICHAEL HEFFERNAN, Councillor, Inverell Shire Council, and

PAUL JOSEPH HENRY, Genera Manager, Inverell Shire Council, sworn and examined:

CHAIRMAN: Councillor Heffernan, whet is your full name and occupation?

Cr HEFFERNAN: Garry Michad Heffernan, farmer and grazier.

CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Cr HEFFERNAN: Asa councillor of the Inverell Shire Council, and aso as Chairman of the Northern New South
Wades Airport Management Association and as dternate delegate for the Augtrdian Airports Association of New
South Weles.

CHAIRMAN: Did you receive a summons issued under my hand in accordance with the provisons of the
Parliamentary Evidence Act 19017

Cr HEFFERNAN: | did.

CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?
Cr HEFFERNAN: | am.

CHAIRMAN: Councillor Vincent, wheat is your full name and occupation?
Cr VINCENT: William Kenross Vincent, farmer and grazier.

CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Cr VINCENT: AsMayor of Inverell Shire Council.

CHAIRMAN: Did you receive a summons issued under my hand in accordance with the provisons of the
Parliamentary Evidence Act 19017

Cr VINCENT: | did.

CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?
Cr VINCENT: | am.

CHAIRMAN: Mr Henry, what isyour full name and occupation?

Mr HENRY: Paul Joseph Henry, General Manager, Inverell Shire Council.

CHAIRMAN: Inwhat capecity are you appearing before the Committee?
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Mr HENRY: Asarepresentative of Inverdl Shire Council.

CHAIRMAN: Did you receive a summons issued under my hand in accordance with the provisons of the
Parliamentary Evidence Act 19017

Mr HENRY: | did.
CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?
Mr HENRY: | am.

CHAIRMAN: The council has awritten submission to give to the Committee. Do you wish that submission to be
included as part of your sworn evidence?

Mr HENRY: | have that here, Mr Chairman. | would table that, and | would like it to be included as part of the
sworn evidence.

CHAIRMAN: If you should consider at any stage during your evidence that in the public interest certain evidence or
documents you may wish to present should be heard or seen only by the Committee, the Committee will be willing to
accede to your request and resolve into confidential session.

Because we will get acopy of it, it is not necessary to read the whole of the submisson. But, if you want to you might
take say five minutes or so to ded with particular points and then Committee members will ask questions.

Cr VINCENT: The submisson put forward by the council reflects very generaly the opinions that have been
expressed and will be expressed by the Country Mayors Association. The council's pogition on the terms of reference,
which include the question of landing fees at the airport and the alocation of dot times, is explained quite fairly in
our submission. The point that | think probably is more relevant to the council's present interest in the subject is the
fina term, which deals with the question of deregulation, particularly as it relates to smaller regiona airlines. With
the indulgence of thisinquiry, | would like to raise the difficulty that regulation—not so much deregulation, because
that is a potentia hazard, | think—but the problems that regulation can cause and is causing us in particular, as a
result of the insolvency of Tamair.

Y ou might be aware that Tamair became insolvent earlier this year and that, as aresult, a scheme of arrangement was
entered into with an administrator. As a result of that, the Air Transport Council, in its wisdom, without any
reference to the stakeholders, particularly the council and other members of the travelling public, transferred the
licence for the triangulated service between Sydney, Inverdl and Glen Innes to another company which was Tamair
but which is called New England Airways. It will still continue to operate as Tamair, but on a vastly reduced basis,
with one Metroliner aircraft and one 9-segter aircraft.

As aresult of that, the decision was made by Tamair to reduce the service to Inverell and Glen Innes to an alarming
extent. Infact, it isturning the clock back more than 20 years—back to the old East West days and the Friendships.
So much so, that patronage for the airline is disgppearing a& a wild rate. The council has made very strong
representations to the Air Transport Council to reopen the matter and to give credence to the opinions of the
travelling public and the council.

It has been said, of course, that the economies of small regional airlines have been a big factor in the economic
difficulties of dl sort of companies, particularly Tamair. Of course, that was relaively sustainable in our area up until
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afew years ago, when of course there was a big turnaround. We had a downturn in passenger numbers then. Now it
isturning around. But if it persistsin us receiving a very poor service, dl that will happen of course is that people
will increasingly turn away from travelling by air.

When you consider the fact that Inverdl is eight hours drive from Sydney, you can see that its dependence on air
travel is extreme. If we were down in the Hunter Valey or somewhere like that, where two or three hours drive would
put us into the city, it would be a different story. But that is not the case. We are extremely concerned about the
impacts of deregulation. Our concern in that respect is highlighted by our experience with present-day regulation.

CHAIRMAN: Did you want to talk a little bit more about the Kingsford Smith airport access before we go to
questions? In particular, you would be aware of the charter of user rights as was suggested by the country summit.
There was comment at the summit that there should be a charter of user rights to guarantee continued access to
Kingsford Smith airport and that that should be enshrined in legidation.

Cr VINCENT: | think in many cases they are motherhood types of statements. No-one could argue with them
because that is so logical. But, whether the political process interferes with things like that in some way, | do not
know. | might have expected more years ago, but | do not expect more these days.

The two aspects that | might emphasise would be the criticism of landing fees as applied to regiona airports and the
dot times as they apply to Kingsford Smith airport. The dot times at Kingsford Smith airport are virtudly atradesble
item in the hands of regional operators. | think there is areal danger that dot times, unless they are controlled very
strongly, could be traded to the detriment of the travelling public. | think our submission makesthat perfectly clear.

The other point concerning landing fees at regiond airportsis that | think it is unfair for anyone to try to relate the
landing fees that apply to Kingsford Smith airport to the landing fees that apply to regiona and country airports,
because quite smply the landing fees that gpply in our case, for example, have to cover the whole of the maintenance
of the airport as atotd figure, whereas at Kingsford Smith airport the feeisjust one of many fees. A good exampleis
the one used in our submission regarding parking. We would not dare charge anyone to park in the parking area at
Inverell arport, yet the same reluctance does not apply in Sydney, where people are hit to leg very solidly at the
airport. Further, you have termina facilitiesin Sydney, and if you go to the Qantas Club or its equivaent you do not
get let in for nothing. That is not part of the landing fees. It isall extra. | think any real comparison between the two
is pretty unreasonable.

Mr HENRY: Mr Chairman, if | could return to the question of the charter of user rights. | do not think we would be
particularly happy with such a charter because those rights are not enshrined in the way that legidation would
enshrine rights. We would be keen to have those rights enshrined in the Airports Act governing the operation of
Kingsford Smith airport. | think regiona air travellers would want that sort of surety of their rights to access to
Kingsford Smith airport.

CHAIRMAN: Garry, did you want to make any further comment before we go to quetions?

Cr HEFFERNAN: | think the main point after landing fees at Kingsford Smith airport is that they should be
affordable for rural communities, because we have to go to Sydney. That is where our government is, and that is
where we have got to go to see you, and you are in the heart of Sydney. If you could shift government to Condobolin
or somewhere in the middle of the State, we would want to go to Condobolin. Because you are in the middle of
Sydney, that is where we have got to go to, and we have to have reasonably affordable fees when we go there. Ashas
been said, it is an eight-hour trip for us, and that is a day's work. It is a day's work getting there and a day's work
getting back.
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Cr VINCENT: The other point, which follows on from what Garry has just said, of course concerns Bankstown. If
we only wanted to go to the Department of Local Government, that would be no problem at al because that would be
very convenient. But that is just about the only reason that Bankstown would be convenient. For an overwheming
majority of reasons, Kingsford Smith airport is redly the only way. Apart from that is the sheer cost of getting from
Bankstown to the city, aswell asthe cogtintime.

CHAIRMAN: | am ill confused about the Tamair Stuation. Tamair has gone into receivership and has an
adminigtrator, so theoreticaly that company is not trading any more. But another company is trading under a
different name. Did the new company somehow get the same assets?

Cr VINCENT: Yes.
CHAIRMAN: Isthe adminigtrator allowing Tamair to trade under a different name?

Cr VINCENT: That isright, except that Tamair's debts of more than $6 million do not carry over to the new trading
company. That does not fit very well with us, considering we are owed in excess of $100,000 in unpaid landing fees,
and Severn shire has an outstanding sum that is smaller than that but is till very substantial.

The Hon. Dr B. P. V. PEZZUTTI: It would be a very substantial amount of money for you to have outstanding,
would it not?

Cr VINCENT: That isright. It represents the people's money. So the people are dready subsidising the spending
habits of the executive of Tamair, and that does not go down very well.

CHAIRMAN: That would be 2 to 2Cper cent of your genera rates.
Mr HENRY: $100,000is 2 per cent.
CHAIRMAN: How did Tamair get the licence from Impulse? What was the process there?

Cr VINCENT: There was an inquiry conducted by the Air Trangport Council. Then the councils were invited to
comment, as were the community invited to comment. It was felt by the ATC that Tamair was putting forward a
much better proposition. And in fact Tamair was, because it was proposing a vastly superior service to the service
that Inverell and Glen Innes were previoudy getting. Tamair was proposing a further triangulated service involving
Gunnedah and Tamworth which was very dtractive. But not only did that not happen, but the existing service
deteriorated to the stage where it became the subject of disquiet throughout the community. But, of course, the
council was putting pressure on Tamair for well over a year regarding the landing charges, and dl that council ever
got was promises.

CHAIRMAN: You raise apoint that some councils have suggested to the Committee about extending regulation the
way it is currently. One suggestion was that we could make a recommendation to extend regulation for another three
years, and go through the process again—that is, that your shires of Severn, Inverdl and Glen Innes would go
through the process of advertising again—and that would allow someone other than New England Airways to get the
licence. Some councils have also suggested that, in the process of issuing those licences, there should be some
mechanism to try to ensure that the operators who propose the new services actualy proceed with those new services,
and that if they do not proceed with those services the licences should be thrown open again. So they do not keep the
licence for three years and anything that they do istotaly ignored. Would you support that sort of view?
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Cr HEFFERNAN: There certainly needsto be greater flexibility, and there needs to be some control. Effectively the
Air Transport Council, as much as it may be advising the Minister, does not have any teeth to work with. The
Minigter, of course, is naturaly very reluctant to make a change after a decision has been made. Obvioudy, if the
numbers are not there and the operator cannot continue to service aroute at a profit, they need the right to be able to
opt out. But that needs to be done in consultation. At present, we are having services reduced, and we have no say.
We have just got to sit back and cop it. We had an instance where we had 12 flights a week, one on Saturday and
Sunday and two flights each day during the week.

CHAIRMAN: Return flights?

Cr HEFFERNAN: Yes. The Tuesday and Thursday flights were cut back to one aday. Tha means that if you
have a meeting in Sydney on Thursday or Tuesday you have to fly down the previous night if we are dedling with
people in the middle of city, as you people are—if we are dedling with the government. That means a night's
accommodation, plus your 8 per cent bed tax that the government has put on as atax on rura people who have to stay
in the city. If you want to get home that evening, you cannot get home on Tuesday evening. So you are up for two
nights of accommodation. If you can retain two flights a day, much of your business can be done in one day, al
within areasonable time.

The Hon. J. R. JOHNSON: The bed tax is only at the best hotelsin the CBD. It is not on beds in the outskirts of
Sydney.

Cr HEFFERNAN: It is not only the best ones though. It is on the average hotels and motels, such as the
Castlereagh Inn and the Park Regis.

The Hon. Dr B. P. V. PEZZUTTI: You ill haveto pay the hotel tax no matter where you stay.
The Hon. J. R. JOHNSON: That is not right.
CHAIRMAN: Itisonly inthe CBD, but thereisno point staying out of the CBD if you have businessin the city.

Cr HEFFERNAN: And if you stay out of the CBD you are up for taxi fares and so on. But we do not stop in the
five-dtar places dl thetime.

Cr VINCENT: The sarvice we are now getting also is involving a hub and spoke arrangement, which was never
anticipated. This involves a 9-seater aircraft picking up from Glen Innes and Inverdl and flying to Tamworth, and
then getting onto the 19-seater Metroliner.

CHAIRMAN: So the new company is not doing what the old one did?

Cr VINCENT: No.

CHAIRMAN: They are not going direct from Inverell to Sydney any more?

Cr VINCENT: That isright. It would not be so bad if that was actualy happening but in the last few weeks we
have been receiving complaints about the number of times that does not work—where the 9-seater is being cancdlled

or people are being picked up by taxi and taken to the nearest centre, whether that is Glen Innes from Inverell, or
Inverell from Glen Innes, or to Tamworth. We had a case the other day of where the plane got as far as Glen Innes
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and did not go any further, and a bus was ordered from Inverdl to go to Glen Innesto pick up the passengers. It is
third world stuff.

CHAIRMAN: So you have written to the Air Trangport Council and complained about those problems?
Cr VINCENT: Yes
The Hon. Dr B. P. V. PEZZUTTI: Didyou get any replies.

Cr VINCENT: We went for four weeks before we could even get atelephone cal returned from the Air Trangport
Council. Whenwe finaly got atelephone call back, we were told that the matter was on the Minister's desk.

CHAIRMAN: Y ou are hgppy to have thisin open sesson, are you?

Cr VINCENT: Yes.

CHAIRMAN: Y ou do not want it in confidential sesson?

Cr VINCENT: No. Then, we have had great difficulty getting any response form the Minister. | understand we
have a response from the Chairman of the Country Mayors Association, Richard Tourbay, who saw the Minigter last
Thursday. We are being briefed on the answer tomorrow on that interview. Richard Tourbay is the Chairman of
New England Locd Government, a group of councils aong the tablelands, which made representations on our behalf.
The Hon. J. R. JOHNSON: Which Nationa Party member isyour member, Anderson or Sinclair?

Cr VINCENT: Weareright on the border of Gwydir and New England. Itislan Sinclair or John Anderson.

The Hon. J. R. JOHNSON: But which oneisyour member?

Cr VINCENT: lan Sinclair for the town of Inverell.

The Hon. J. R. JOHNSON: Have you approached him?

Cr VINCENT: Yes.

The Hon. J. R. JOHNSON: What was the response?

Cr HEFFERNAN: These are State regulations that we are dealing with here.

The Hon. J. R. JOHNSON: We are talking about the Air Transport Council.

Cr VINCENT: That isaState body.

Cr HEFFERNAN: We have mentioned it to Ray Chappell, and he is our man there.

CHAIRMAN: Would you give the Director of this Committee a cal and let us know how you get on with Richard

Tourbay after your briefing.

Cr VINCENT: Yes.
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Mr HENRY: Mr Chairman, in answer to your question, we took up the question of the transfer of the licence to
New England Airways immediately. Council had aresolved position that it did not wish the licence to be transferred
to a subsidiary or a new company run by the previous owners, Tamair. We outlined our reasons for objecting to that
transfer. We have had no response whatsoever from the Air Transport Council.

CHAIRMAN: How long ago wasit that you took up that question with the Air Transport Council?

Mr HENRY: That wason 3rd July.

CHAIRMAN: Could you supply uswith acopy of that?

Mr HENRY: Yes | will giveyou acopy of that.

Cr VINCENT: One thing we did not mention was that when Tamair became insolvent we approached al the
operators who were likely to be interested—Hazelton, Eastern Airlines and Impulse—and we invited them all to
consider what sort of service they could supply for the Inverell and Glen Innes area if the Air Trangport Council
issued them with alicence. As aresult of that, we had visits from the three operators. Eastern and Impulse addressed
the council, but | do not think Hazelton addressed the council. | think Hazelton talked to Paul Henry.

Mr HENRY: That is correct, and then submitted awritten proposal.

Cr VINCENT: Yes, but they did not address the council. Asaresult of that, Impulse put forward a very satisfactory
proposa, far more satisfactory than anyone else, and that is the basis of the recommendation that we made to the Air

Trangport Council and that we want to discuss with the Air Transport Council, but without success.

The Hon. I COHEN: | am sorry to interrupt. Obvioudy | do not have the same experience of business that other
members may have, but if Tamair has goneinto liquidation—

Cr VINCENT: No, they have not goneinto liquidetion. They have gone into administration.
The Hon. Dr B. P. V. PEZZUTTI: Usually agreed to by the creditors.
Cr VINCENT: Thiswas over our strongest objections, but nevertheessit was agreed upon.

The Hon. | COHEN: Who designed the position that enabled the company ill to be operating? It would seem
reasonable to me that the assets of Tamair be sold off so that there can be some return and amore reliable carrier.

Cr VINCENT: Yes But the administrator determined that Tamair could trade out of its position. Paul would be
ableto explain thisalot more accurately than | could.

Mr HENRY: The arrangement of gplitting up of the former Tamair operation into a number of subsidiary
operations was carried out by the directors of Tamair, namely Paul Bredereck. Then, on some date in early February
this year, | think 5 February, Mr Bredereck went into voluntary administration and a company caled Starr Dean
Wilcocks took over administration of arange of companies, including New England Airways, which had the assets of
the plane leases and pilots and employees transferred into that company. The administrator then administered those
group of companies. But Tamair was il in existence, and it held al the debts of the previous operations.
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CHAIRMAN: So these companies actually existed before Tamair went into administration?

Mr HENRY: Yes. The adminigtrator has ceased administering the companies as of Tuesday of thisweek. He has
now handed over full contral to the board of directors of New England Airways.

The Hon. | COHEN: Isthat reasonable business practice to do that before creditors such as your organisation have
been satisfied?

Mr HENRY: We were consulted. There were a number of meetings of creditors held. At the last meeting of
creditors there was a vote taken to accept a deed of agreement that was drawn up by the administrator on how this
new consortium of companies was going to berun. Asthe Mayor indicated, despite our vote to not accept that deed of
arrangement, the mgjority of creditors accepted that deed, and therefore the administrator's role had finished and he
handed over contral to the board of directors.

The Hon. | COHEN: Who standsto gain out of that process? Obvioudy not youl.

Mr HENRY: Theoreticaly, adl of the creditors. Certainly, the directors could be said to gain, because they again
take control of the assets, plus they receive their continued remuneration for carrying out that task.

CHAIRMAN: When you say that the administrator ceased to administer the companies, is the administrator il
administering Tamair?

Mr HENRY: No.
CHAIRMAN: So none of them are being administered?

Mr HENRY: No, none of them. So the debts are till there with this company called Tamair, and there is a deed of
arrangement that talks about the repayment of the debts of that company.

CHAIRMAN: The adminigtrator has fairly strong legdl obligations. There must be some conception that the
company will be ble to trade out of the debt.

Mr HENRY: Theview of the administrator isthat, yes, they can trade out of it. But our views are reserved on that.

Cr VINCENT: Mr Chairman, there is one other point that is causing concern in some areas of the community, but
to what extent | would not know, and that is the fact that a new company that has taken over from an insolvent
company is professing to operate a viable airline very satisfactorily and with no corner cutting. There is a concern
that corners must be cut, because it is a fact that the former proprietors of the company are still employed on very
substantial salaries and conditions.

The concern is, from the point of view of anyone who is redlly confident, that the profits will go that way, rather than
towards maintenance of the airlines. There is a fear that perhaps safety might be compromised, even though the
proprietor of the company has been adamant in saying that they would never cut corners on safety. But the worry
remains.

The Hon. I. M. MACDONALD: In the period when the negotiations were going on for the transfer of the licence
from Impulse to Tamair, the council certainly would have been duchessed by Tamair at the time, would it not?
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Cr VINCENT: Do you mean to the extent that Tamair certainly sold their plans?

The Hon. I. M. MACDONALD: Yes.

Cr VINCENT: Yes, but no harder than Impulse sold theirs.

The Hon. I. M. MACDONALD: Did anyonedsejoinin?

Cr VINCENT: No.

The Hon. I. M. MACDONALD: What was the council's attitude?

Cr VINCENT: The council's attitude was that Impulse had delivered a mediocre service and Tamair of course wasa
very credible airline operating from Tamworth to Inverell, with avery good public record. It was now expanding, and
it was promising a very good service. We were perfectly happy with the Air Transport Council's decision to grant
them the licence.

The Hon. I. M. MACDONALD: Did you support it?

Cr VINCENT: Wedid not dispute it because it had potential advantages to the council.

The Hon. I. M. MACDONALD: So the council made no public or bureaucratic, for want of a better word, decison
to back either of the operators?

Cr VINCENT: Didweformdly back either of them?
Mr HENRY: Yes. Council resolved to support the proposal of Tamair.
Cr VINCENT: And that was the same position that Severn shire took too.

The Hon. I. M. MACDONALD: You say that Tamair owes the council in the order of $100,000 and that you are
one of the unsecured creditors.

Cr VINCENT: Yes
Mr HENRY:: Yes, an unsecured creditor.

The Hon. I. M. MACDONALD: Can you explain to me why Inverell and Glen Innes charge a $10 passenger tax
for alanding fee, when that is something like the fee imposed by Parkes, two and half times the fee charged by Cobar,
and four times the charge of Bourke, and is more than the fee charged by awhole range of regional centres acrossthis
country, which have substantialy lessin terms of passenger charges?

Cr VINCENT: It is smply a question of cost recovery. The council has a budgeted amount that it attempts to
recover from landing fees. It is based on the number of passengers, times the landing fees equated to the amount of
expenditure that is required. That $10 is less than it was previoudy. It was higher than that and, because the
passenger numbers increased, the landing charge decreased because it brought in more than the council needed to
maintain the airport facility. Since then, of course, the passenger numbers have declined, and yet the cost of
maintaining has continued at its former leve, if not increased.
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The Hon. I. M. MACDONALD: What, roughly, per annum does it cost you to maintain the airport?

Mr HENRY: $144,000 was the cost of maintaining the airport for the 1997-98 financia year. There was income of
$83,000 received, and that was from the landing fees as well as some sundry income, such as telephone charges and
advertising. Therefore the airport cost council some $60,000.

The Hon. I. M. MACDONALD: Isthat $144,000 an historical figure, or isit higher than usual?

Mr HENRY:: In 1996-97 the expenditure on the airport was $95,000. In 1995-96 it was $161,000 because there
was some $61,000 worth of resedling done. In 1994-95 there was $165,000 worth of expenditure.

Cr HEFFERNAN: There are extraordinary items in that. We did improvements to the termina, and we did
resealing of the runway, which was origindly sedled in 1989. There was additional sedling last year to some of the
tarmac areas around there. But, generally, afigure of around $100,000 to $120,000 is what we look at it to runit. If
we can get 10,000 passengers a year, which we should normally be able to do, charging $10 a head, we can get that
figure. One year we got up to $120,000, when we were charging $11 a head, and we reduced the charge back to $10
ahead.

We are trying to make an independent business that pays for itself. The other places that you mentioned do not do
that. They are massively subsidising their airports, as many places are. They cry poor, and they cry non-vigble
arports. Cobar isonein particular. But in Western Austrdia the government does give some help to many regiona
airports. It givesthem some assistance. This State government does not do that at dll.

The Hon. I. M. MACDONALD: Was the $83,000 income actually received, or was part of it committed to part of
the Tamair debt?

Mr HENRY: That ispart of the Tamair debt.

The Hon. I. M. MACDONALD: In other words, the airport sustained to the council aloss in the order of $160,000
last year?

Mr HENRY: That iscorrect.

The Hon. I. M. MACDONALD: Does the non-payment of the Tamair landing fees go back further than for that
financid year?

Mr HENRY:: It fals partly into the 1996-97 financia year.
The Hon. I. M. MACDONALD: So the council redly is sustaining aterrible lossin relation to its airport?

Mr HENRY: Yes.

Cr HEFFERNAN: One of the problems with the fees is that the fees are paid to the travel agents when someone
buys aticket, and in turn it is paid to the airline. Now, the airline does not pay that fee back to us, as happened with
Tamair. It redlly is aform of embezzlement that has gone on, if | could say that under privilege, that has gone on by
those people, and there is nothing that we can do about it. We are leasing our airport building and terminal building
to Tamair, and if they do not pay that that isatrade |oss.
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The Hon. | COHEN: If that is something said under privilege, should that be in camera?
CHAIRMAN: Itisdtill covered by privilege.

The Hon. I. M. MACDONALD: Let us not mince words. Y ou have the chance here to tell us the full story about
this Tamair incident, what you really think and what the community has suffered because of it, and what you fed
should be done about it. | am trying to get a the facts. What you are saying is that not only is there an irregular
sarvice, but you have logt alot of money over thelast few years.

Cr VINCENT: We gave Tamair atremendous go. When we were pressuring them to pay outstanding landing fees,
they came over and interviewed the Generd Manager and me, and we said, "Right, tell us the facts. Lay your cards
on thetable" Andthey did. Well, they said they did. We cameto a very reasonable arrangement with them, which
they said they could meet without problems. But, of course, they did not.

We do know that they did continue to favour Tamworth City Council with payments and leave us without. That is
understandable because the Tamworth-Sydney is a prize. We understand it is a very big profit-maker, whereas our
routeisnot. But we have gone out of our way to make sure we continued to supply good service to the people. But, as
the figures that the General Manager read out show, we are averaging round about $140,000 a year in expenditure,
and the total income meant that we were virtually always operating at a loss. But, in the last 18 months we have
operated at an extraordinary loss.

CHAIRMAN: Y ou may take some of these further questions on notice, if you like. | am going to ask you to send to
the Committee a management plan or a business development plan for the airport, because alot of questions could be
answered by what isin that plan.

The Hon. I. M. MACDONALD: | take it that you have made very strong representations to the Air Transport
Council about it adlowing what isin effect the same operator to supply this reduced service.

Cr VINCENT: Yes. We have not gone overboard; | mean, we have not gone public and insulted the Air Transport
Council or anything like that. We have made proper representations.

Mr HENRY: On 3 July, after going through the process that the Mayor outlined earlier, where we approached some
aternative carriers, council made a decision to support the proposed service by Impulse. On 3 July aletter was sent to
the Air Trangport Council asking them to transfer the licence to service our route to Impulse. Despite a number of
telephone calls made to the Air Transport Council to find out where the matter was up to, no decision has been made.

The Hon. I. M. MACDONALD: Inthe end, you would support a change to the Air Transport Council guiddinesto
permit you to renegotiate with someone else regarding alicence that would meet the original conditions?

Cr VINCENT: | do not think we know what the Air Trangport Council guidelines arein a case likethis.

Cr HEFFERNAN: Thereisaprotocol problem too, | understand. We were dedling with the Air Transport Council,
and | think the Severn Shire Council may have wished to get a decison for one of its council meetings and
approached the Minigter's office directly. | understand that protocol says that once it isin the Minister's hands, it is
out of the hands of the Air Transport Council. So that may have been an excuse for the Air Trangport Council not
dedling withit.

CHAIRMAN: Wewill writeto the Air Transport Council and find out what has happened there.
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The Hon. Dr B. P. V. PEZZUTTI: My understandi ng of what you have said is that the reply to your approach to
the Air Transport Council and the Minister is coming back through a councillor on Armidale council. Isthat right?

Cr VINCENT: Yes Heisthe Chairman of the Country Mayors Association.

The Hon. Dr B. P. V. PEZZUTTI: Why would the Minister be replying to one of his own party members rather
than replying to council?

Cr VINCENT: Richard Tourbay did not go to see him as a member of the Labor Party; he went to see him as
Chairman of the Country Mayors Association, Chairman of New England Loca Government, and as our
representative.

The Hon. J. R. JOHNSON: And with your approbation?
Mr HENRY: Yes.

The Hon. Dr B. P. V. PEZZUTTI: But, in fact, neither the Minister nor the Air Transport Council has not replied
to your direct gpproaches about this very important matter?

Cr VINCENT: That isright.

The Hon. Dr B. P. V. PEZZUTTI: On the issue of access for country airlines with loadings of 5,000 or 10,000
people, a the end of the day it may be that you cannot get any airline company to operate with those numbers without
some form of support. Y et the disadvantage for people like yourselves who have to do business in Sydney, because
you have to gpproach government in Sydney, as you said, is that there does need to be some form of support, both
legidatively as you have indicated, but dso in terms of financid arrangements for the company that is going to be
carrying you, or else you are going to have to pay very high fares.

Cr VINCENT: Wedready do.

The Hon. Dr B. P. V. PEZZUTTI: Does council have the view that if there is deregulation there should be some
community service obligation payment by government to ensure access of people from the New England area to

Sydney?

Cr HEFFERNAN: | think there is, but with very strong qudifications. We do not want a straight-out subsidy as
such. One thing mentioned here was lower landing fees. The reason that they are demanding subsidies is that they
are amply not managing their airports. We are trying to bresk even, or make asmall profit. They are not; and they
are just not acting responsibly. There are others, such as Walgett, which are in the middle of aflood, that certainly
need some government ass stance.

There should be recognition by government. They have problems out there. They have amgjor community serviceto
be delivered during flood times because of their location, and there should be subsidies for places like that. There are
other places that need potential developing, such as Lightning Ridge or even further out a Wanaaring and
Tibooburra. Those places do need assistance. But, so far, this government and the previous government have not
recognised that. At least the Western Australian government is doing something abot it.

The Hon. Dr B. P. V. PEZZUTTI: If we move to total deregulation, and everything is done on the basis of
dollars—because that is what deregulation means—if there is an identified need for support, should that be carried by
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the private company that operates either the airline or the airports, including the councils, or should that be a
responsbility of the State and Federal governments?

Cr HEFFERNAN: We probably should not say loca government, because we are dedling with airports, and we
have seen in Victoria that there are al sorts of possibilities, with airports not only being owned but being transferred
to lease by private enterprise. It probably needsto go to the airport so that they can subsidise it through their landing
fees, provided that that feeis directly passed on. That istheway | would seeiit.

Cr VINCENT: | agreetotdly. | think we are al redistic enough to know that, come deregulation, there are all sorts
of compromises that may be necessary in order to provide a viable service and to take up very limited dot times at
Kingsford Smith airport. We are not saying for one second that we want the world to stop going around, and that we
demand a continuation of what we have had in the past.

CHAIRMAN: Do you redly think that if there was not deregulation you would heed a community service obligation
payment from government to continue? Wasthe air service profitable? Could it have paid for itself?

Cr VINCENT: | am sure that an air service to Inverdl is profitable, given efficiencies and perhaps even, looking
ahead, to the possibility of ahub and spoke operation involving larger aircraft. Bear in mind that Inverell is relatively
closeto quite large centres, particularly Tamworth and to alesser extent Armidae. | supposeit is not unreasonable to
suggest that in time, if there is a bigger erosion of the availability of dot times at Kingsford Smith airport, we may
have to look at a hub and spoke operation involving large aircraft from say Tamworth, which is only 20 minutes in
flying time away, and asmall, faster aircraft from Inverell. But, at the present time, we are not getting that.

The Hon. Dr B. P. V. PEZZUTTI: Under the current regulated system you have got what is amogt a disaster
gtaring you in the face.

Cr VINCENT: Yes.

The Hon. Dr B. P. V. PEZZUTTI: Under the current regulated system we have seen Hazdton pull out of 14
ports—just Hazelton alone. Having got the contract, Hazelton has smply pulled out of them. Do you think that you
could get aworse system under a deregulated arrangement?

Cr HEFFERNAN: We could, because to fly is an unnatural thing to do, and we have to have an aircraft. The
smaller the aircraft, the greater the reluctance of the public to use it. There is a critical mass regarding what the
travelling public will accept. If it were Inverell done, with out passenger numbers, or even our triangulated route
with Glen Innes, there would be possibly two operators who would want to come in and run 9-seater aircraft. There
would then be a significant loss of people who will not come back from a 19-seater to a 9-seater. If, on the other
hand, we could step up to a 30-seater and probably link up with alarger centre such as Moree, there would not just be
adoubling of the two existing services, there would be a multiple effect because people like the bigger aeroplanes.

The Hon. Dr B. P. V. PEZZUTTI: The point that | make is that that is either commercidly viable or it is not
commercialy viable, whether it is a regulated system or whether it is an unregulated system. The travelling public
requirements are the same whether you live in Lismore, where there are alot of people travelling by air, or in Inverdll,
where thereis the same need to travel but there are not the same numbers of people travelling. Because

the people of Inverdl have the same needs as Lismore people, do you think that that commercid gap should be
perhaps picked up by a State or Federal government—in the form of a subsidy, if you like, or payment for a
disadvantage, which is donein respect of awhole range of other services?

Cr VINCENT: | do not think that Inverell shire would ever ook favourably on community service obligations being
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the right of communities if that involved money or the equivalent of money. Our attitude generaly is not to accept
hand-outs. In the context of an air service, we bdieve it is a viable airline service based on the norma number of
passengers that we would have travelling, which is 10,000 to 12,000 per annum we believe, without any big increase
in tourism or anything like that. But, a the present time, of course, the number of people travelling is decreasing.
That trend has got to be stopped and the number lifted back up again.

The Hon. | COHEN: Regarding hubbing and spoking, you have a diagram that shows the present network through
New South Waes. Has your council or the group of country councils come to any agreement on other strategies that
might be more effective in lifting the service to Inverell without being an impost on the government or airline
companies? Do you have agtrategy that might be agreed to by the regional councils as agroup?

Cr VINCENT: No, we have not, because it has not come up, apart from this present circumstance with Tamair,
where Tamair, without reference to us at al, has been hubbing and spoking. The comments that | made a few
moments ago about hubbing and spoking is something that we might accept may well become inevitable under a
deregulated system. But we have not got apolicy in that respect a all.

Cr HEFFERNAN: The northern group are pushing for a flexible, managed competition. What | have been saying
about the smaller services will affect larger centres dlso. For instance, Coffs Harbour has a jet service now. If you
throw that open to competition, there is no way that it would be able to sustain that jet service. Bdlina would
probably bein asimilar Stuation. That isalowering of standard of living and the lowering of services to the people.
Itisaservicethat is available to peoplein the city, but it is not a service that is availablein rurd aress. It isablatant
discrimination.

The Hon. | COHEN: So your council is saying that we need to change the regulatory regime but maintain a degree
of regulation?

Cr HEFFERNAN: We need competition, but we need to have a safety net undernesth so that we will not be forced
back to flying in match boxes. If we have got reasonable aircraft, the public will back us. If we do not have
reasonable aircraft, we arein trouble.

The Hon. | COHEN: One way to resolve the issue was actualy to hub to Tamworth or somewhere like that with
smaller aircreft. Being from the local area and being aware of the needs of the travelling public, is there any way of
getting over the perceived impasse of people not wanting to travel on really small aircraft? | mean, if you get down to
the single-engine aircraft thereisarea sense of danger, discomfort, et cetera

Cr HEFFERNAN: Yes.

The Hon. | COHEN: But, isthere a possibility that the public perception can be addressed?

Cr HEFFERNAN: It is very hard for the public who are not educated in matters to do with flying. | am perfectly
confident because | am a private pilot, but alot of the public are very wary about being in any sort of flying craft, and
the larger it isthe safer and more confident they feel and the happier they are to bein the craft.

CHAIRMAN: | thank you very much for your time. Your evidence has been very enlightening. If you can supply

that extra information that you have been asked about, and anything else that you may wish to give the Committee,
would you do o in the next couple of weeks.
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(The witnesses withdrew)

(The Committee adjourned)
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