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INQUIRY INTO PROVISION AND OPERATION OF RURAL AND REGIONAL AIR SERVICES

JOHN RICHARD HARDING, Mayor, Wagga Wagga City Council, sworn and examined:

CHAIRMAN: Councillor Harding, what isyour full name and occupeation?

Cr HARDING: John Richard Harding. | am retired, but | serve asthe Mayor of the City of Wagga Wagga.
CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Cr HARDING: | am appearing as the Mayor of the City of Wagga Wagga.

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

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

CHAIRMAN: | understand that you have just handed to the Committee a written submission. Would you like that
submission to be incorporated as part of your sworn evidence?

Cr HARDING: Yes, please.

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. Would you like to make a brief statement before
Committee members ask you some questions?

Cr HARDING: Yes, Mr Chairman. | have presented you with a written submission, and | would like to pick out
some of the highlights from that relatively brief submission. By way of background, the city of Wagga Wagga.is the
largest inland city in this State, and as such we believe oursalves to be a major stakeholder in regiond air services.
Each and every day of the year we have some 350 people travel to or from the city by air. It isimportant that the
Committee recognise that it is not just the numbers that are important, but the reasons for which the travellers choose
tofly.

Briefly, by way of background, people travel in and out of Wagga Wagga for economic development purposes. Air
trangport is a major link in the economic development chain. For businesses to work effectively in Wagga Wagga,
and for businesses to be attracted to Wagga Wagga and the region that surrounds Wagga Wagga, efficient and timely
and economic air travel options are most important.

Because of the podtion of Wagga Wagga between Sydney, Melbourne and Canberra, we have tended to become
recognised as a suitable centre for mgjor conferences and for major sporting and other tourism related events. Aswe
speak, we have an international agronomy conference going on in this city. Last night we had an international
porting event between an Australian team and a Swiss team as amajor event.
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The ability of organisationsto include in their promotion of the city accessto the city viaagood, economic and timely
air trangport system is very important in terms of the economy of the region and the promotion of the region. Wagga
Wagga is the base of two very large military establishments, and of course there is a large amount of travel to and
from those establishments. The Army base here has a graduation or march-out every week, and large numbers of
familiesfly in and out of the city in order to attend those events, quite gpart from the uniformed personnel.

In terms of hedlth, Wagga Wagga is a regiona health centre, and generdly speaking we are well served by hedth
facilities. Nonethdless, it is often essentia for residents to be able to access Sydney and Mebourne easily and quickly
for avariety of hedlth reasons, and the air service plays an important part there. Education is another generator of
travel. The university here is a mgjor regiona university that caters for resident students and a huge number of
externd students. Those externa students come and go on a regular basis for residentia schools and the like, and
again their use of the airport isimportant.

The bottom line of the presentation that | will make to you today is that the citizens of Wagga Wagga do not want to
see any erosion of the access that they now have to Kingsford Smith airport. They do not want to be shunted off to
Bankstown or some other because that will add time to their trip to and from Sydney, and they do not want their
ability to fly in and out of Kingsford Smith airport taken away from them by landing redtrictions or excessive charges.

Briefly, the current Situation as we perceive it is this. Wagga Wagga airport is operated by the city council in an
extremdy efficient and cogt-effective manner. Council assumed control of the facility from the Commonwedlth in
1992. Prior to that, it undertook a complete refurbishment of the main runway; and since taking over it has embarked
on expansion and improvement strategy from that date.

In 1992 the New South Wales Department of Transport predicted that the number of passengers using the Wagga
Wagga airport would peak a 115,000 in the year 2005. What has in fact happened is that this figure was reached in
1995-96—ten years before the predicted peak was to occur. In the subsequent two years usage has grown, and in
1997-98 it Stson 119,000 travellersin and out of the airport.

The benefit of the council operating the airport is that loca control allows the standard of service to be tailored to the
local market. The landing charges are structured to provide a sufficient income to ensure that the facility is self-
sustaining. A detailed development plan has been prepared for the facility, and capital works flowing from this plan
will see council spending some $4.7 million over the next 10 years on further improvements and maintenance of the
facility. The airport will have the capacity to accommodate the next generation of commuter aircraft and the
increased number of passengers that we believe will need to be handled.

Deregulation of air service operationsin 1999 may well see athird operator on the route and intense competition for
passengers. This is expected to generate more travellers between Wagga Wagga and Sydney, Wagga Wagga and
Melbourne and other destinations. Current air services & Wagga Wagga airport are by two main operators. Kendell
Airlines operates 29 flights weekly to Sydney and 19 to Melbourne; Hazelton Airlines operates the Sydney to Wagga
Wagga route, with 20 flights a week. All flights to Sydney, and most to Mebourne, are on Saab 340 aircraft, and
some Melbourne flights are on Metro 23 aircraft. There is little doubt that the increase in passengers is due to
improved scheduling and competition between those airlines, and at least one of those airlines to our knowledge is
actively investigating now upgrading to another, larger aircraft.

Kendell Airlines is the largest regiona airline in Australia, and Wagga Wagga is proud to be their home base. A
magjor maintenance facility operates at the airport. Thisinitself crestes employment in our city, and theloca industry
gives Wagga Wagga a unique position in regard to regional aircraft operations.
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I would like now to move to the specific pointsin your terms of reference and make just brief comments. With regard
to landing fees at Kingsford Smith airport, it isimpertive that regiona airlines are not locked out of Kingsford Smith
arport by the introduction of alanding fee regime that has the effect of significantly increasing the cost of travel. The
choice travellers make regarding their mode of travel is often related to price. The comparisons of costs, comfort and
convenience of air travel against car, coach or train will be weighed up by many travellers. It isfdt that the $100 per
aircraft landing fee currently applicable to the regiona airlines at Kingsford Smith airport is acceptable for Wagga

Wagga passenger's.

With regard to landing fees at regiona airports, as the operator of a regiona airport, Wagga Wagga council is
conscious of theimplications of escalating fees. There is no suggestion that landing fees for Wagga Waggawill spird
upwards. As noted earlier, adetailed plan for the operation, maintenance and improvement of the airport isin place.

The funds to achieve the goa of the plan will come from modest landing fee increases and expanding passenger
numbers. | should add, Mr Chairman, that the council has established an airport advisory committee, which, apart
from council personnel, includes airline representatives and other industry people. So the industry is well able to
influence council initsfinancid management of thisfacility.

With regard to the allocation of dot times at Kingsford Smith airport, the Minister for Transport and Regiona
Development in the Federal Parliament indicted on 2 March that "New entrant and regiona airline access will be
guaranteed under the Slot Management Scheme, which is a disalowable ingrument." He further indicated that an
aggrieved airline would have recourse through the Kingsford Smith Coordination Committee. These statements give
council adegree of comfort.

Whilgt it is possible for a regiond airline to transfer dot times from one regional destination to another, this is not
seen as a threat to the flights to and from Wagga Wagga. This may, however, pose a threat to centres that are
serviced by smaller aircraft, where declining profitability may be an issue.

With regard to proposals to limit access to Kingsford Smith airport and direct country services to Bankstown airport |
would say this to the Committee. Travel time to and from Wagga Wagga is undoubtedly one of the mgjor reasons
that patrons elect to utilise air travel. The prospect of landing in Sydney and then travelling to the central business
digtrict from Bankstown is not paatable to the vast mgjority of regiond air travellers. It is unreasonable to expect that
country people who have contributed financialy to the Kingsford Smith airport by charges and taxes should then be
relegated to utilisng a remote airfield. Many of the travellers from Wagga Wagga to Sydney need to connect with
flights to other interstate cities or regional centres, or to join internationd flights, and they would be unacceptably
disadvantaged by the need to travel to another airport for such aflight.

There are two other points that are not in the script but which | would like to refer to here. One is that the time
benefit of flying from Wagga Waggais shrinking. When one recognises the improvement to the highways that have
occurred, and when one recognises the requirement for early arrival at Wagga Wagga airport because of the dotting
system, and the importance of the flights leaving on time, and then dlows for the current travel from Kingsford Smith
airport to the city, the margin between that total air travelling time and travelling by car is shrinking. Thereis ill a
margin, but it is not great. That means that the cost of access to Kingsford Smith airport and the fact that it is
Kingsford Smith airport and not Bankstown or somewhere €l se becomes very important.

The second thing that |1 would add to the printed materia is that | would refer the Committee to the unanimous
decision of the specid conference of the Locd Government Association that resolved that affordable access to
Kingsford Smith airport should be retained for regiona airlines. That decison was based on a motion from the
Country Mayors Association, representing the larger regional centres, and again the Country Mayors Association is
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unanimous in that point of view. | think that is quite significant in that it refers to the regional centresin New South
Waesthat have airports.

| now turn to the impacts of deregulation of New South Wales air services on the provision of services to smaller
regiona centres and towns in New South Wales, including considerations of measures to maintain services. The
Chairman of the Independent Pricing and Regulatory Tribuna, Dr Parry, said that "for the full benefits of competition
to be realised dl intrastate air routes should be s multaneously deregulated from May 1999." Dr Parry concluded that
deregulation in South Augtralia and New Zedand generally produced lower fares, more services and expanded into
new aress.

It is possible that increasing fees and the availability of dot times into Kingsford Smith airport may have a
detrimental impact on small airports. It may be that regiona airlines will shuffle their dot times to give increased
flights for the more viable routes, to the detriment of low-volume routes. It is not envisaged that this would be the
case for WaggaWagga. Theloss of any service, however, is seen as a detriment to regional Australia, and weremain
concerned about the impact on smaller communities.

The process of hubbing out of centres such as Wagga Wagga has been mooted, and the viability to this option must be
questioned. As noted earlier, the main reason that travellers elect to use air transport is to save time. The additional
time taken by people within the region to fly into Wagga Wagga to connect with another flight would lessen the
attraction of aflying option.

Mr Chairman, what | have presented to you today is probably nothing terribly new, nothing terribly original. But let
me say that the community of Wagga Wagga is watching with a great dedl of interest, and some concern, the trends
that are occurring in air transport in Australia. We believe, in essence, that the service that we have now is quite
good. When, some years ago, we were able through an earlier inquiry to arrange for aircraft to be garaged at Wagga
Wagga and fly out early in the morning from Wagga Wagga, thus avoiding on most days the fog issue, that was a
single mgjor improvement to the services for Wagga Wagga.

The current service provided by the two airlines is appropriate and very adequate, but we st in some fear of the
possihility of the rel ocation to Bankstown or elsewhere. We sit in some fear of the fee regime being adjusted in such a
way that it effectively will make it not practical for smdl aircraft to go in and out of Sydney. So, on the one hand, we
might have al sorts of statements by governments and by departments and authorities that regiona airlines will
continue to have access, but, on the other hand, if the fee structure goes too high then that clearly will not be
attractive.

Our observation is that dotting is working. It is reasonably attractive. | think it can be dangerous. It can be
dangerousif the airlines move their dlocation around unduly. Only afew weeks ago | did have the experience of the
European dotting, travelling from a very small airport to a very large airport, and it was presenting some difficulties
inthat setting. | do not claim to know enough about it, except that it Signals to me that we need to monitor the impact
of dotting quite serioudy.

Mr Chairman, the citizens of Wagga Wagga are generaly happy with the air services now provided. We appreciate
the services that are given by both Hazelton and Kenddlls, and we are most anxious not to see any degradation of
access that we now have to Kingsford Smith airport.

CHAIRMAN: Thank you very much, Councillor Harding. Asyou have said in your statement, what you have had
to say were probably not unexpected. We have a number of questions that we would like to ask you so that you might
help us with our report. | reside in Wellington, and | am in a fairly similar stuation in getting to Sydney from
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Widlington. From my home, the difference in transport modes is probably about three quarters of an hour, being a
five-hour trip by car. 1t would be very margind if we had to go to Bankstown &t the end of our air travel, and | would
end up driving al the time, athough that would probably result in a loss of efficiency. What time does it take to
travel from Wagga Waggato Sydney?

Cr HARDING: It is about four hours from here. It dependswho is driving, but if you do it legdly it is about afour-
hour drive from here to Liverpool, and then it depends where you are going in the city obvioudy. Not so long ago
that trip took six to seven hours. Of course, the flight times have not changed to any extent. So the margin is getting
smaller and the times are getting closer.

CHAIRMAN: So, if there was any ateration whatsoever to air travel times, that could serioudy affect air services?
Cr HARDING: Yes, that isright, and | think that is an important point.

CHAIRMAN: You have given the Committee some idea of the scheduled flights per week. | think you said that
Kendell had 29 to Sydney and 19 flights to Melbourne. Those were return flights?

Cr HARDING: Yes.

CHAIRMAN: And Hazelton had 20.

Cr HARDING: That ismy understanding.

CHAIRMAN: Isit the same size of arcraft in both cases?

Cr HARDING: They are Saab 340s. All flightsto Sydney are on Saab 340 aircraft.

CHAIRMAN: You gave us a passenger figure of 350 a day, or 119,000 per annum. You have sad that the
community iswell satisfied with the services that you are now being provided with. What isthe largest aeroplane that
can land at Wagga Wagga?

Cr HARDING: We do get fairly large Air Force planes coming in, Hercules and the like. It is my understanding
that we can handle the smaller jets. We do not on aregular basis, but occasiondly VIP flights comein, and things of
that kind. So we can handle the smaller jets.

CHAIRMAN: What isthelevel of genera aviation at Wagga Wagga?

Cr HARDING: lItisincreasng. The Air Force base technically is not aflying base, but it is sometimes used for The
Roulette display team when it comes hereto practise. The helicopter trainer sometimes comes here. We have afairly
good leve of private flying activity. Thereisan aero club in the city that has fairly recently been established. There
are quite alot of services such as air courier services and so on that are in and out of the airport on aregular basis. |
have not brought with me the overdl statigtics, | have concentrated on passengers, but the usage of the airport is
increasing quite steedily. | should indicate, hopefully without the medialistening to me—

CHAIRMAN: You can do that in the country.

Cr HARDING: They will do that, yes. Thereisan investigation going on into the possibility of an aviation training
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facility being etablished inthe city. So thereis quite alot of activity.

CHAIRMAN: Wheat are the sharing arrangements with the RAAF? | should indicate, Councillor Harding, that you
might take on notice any of these questions that we ask you, so that you may send in some information at alater stage.
We would be quite happy to receive your evidence in that way. | was going to ask you a question about landing fee
charges, and how they compare with charges at other airports.

Cr HARDING: | do have with me a member of council staff who is able to answer that question, but it would be
better if | take that on notice and undertake to provide that to you in awritten form, asto the basis of our fees.

CHAIRMAN: And the development plan that you have got.
Cr HARDING: We could makethat available to you.
CHAIRMAN: Probably alot of your answerswill be dedlt with in thet.

Cr HARDING: With the development plan, what we did was bring in external consultants and invited them to look
at the plan. Some elements of it are confidentia, and others have been made public. But, yes, | would be happy to
make acopy of it available to you.

CHAIRMAN: Isthat afive-year or 10-year plan?

Cr HARDING: It is probably a 10-year plan. It depends alittle bit on the rate of growth of the industry, as airlines
go to bigger aircraft and so on. But it indicates to us that we have the capacity to absorb that growth as traffic
numbers increase and as aircraft increase in Size. It provides for improvement of the termind facility, which is till
relatively modern, but it ill plans for future improvement to it. It picks up afew things that we think are likely to
change in the future, such as the need for improved security arrangements and improved baggage handling
arrangements. It addresses the opportunities presented indugtridly in terms of making use of some of the land on the
airport for aviation-related businesses and activitiesand so on. It isasubstantial document.

CHAIRMAN: Isthere any conflict with the RAAF regarding the demand for dotsto land here?

Cr HARDING: Therdationshipisafriendly one. There are no difficultiesinit. They make us an annua payment
in respect of the through traffic that they put on the airport. It isnot agreat deal, but when it occursit is recorded and
they do make us an annua payment. But theair strip isours, the Air Force baseistheirs. Welease of course. We do
not own it. Welease it from the Commonwesdlth. But the relationship works out very well.

CHAIRMAN: What is the capital vaue of the airport and what is its rate of return? No doubt that will be in the
plan.

Cr HARDING: That will bein the report, yes.

CHAIRMAN: That will deal with any expansions and how they will be funded.

Cr HARDING: | have mentioned the funding. When we took it over, we made the commitment to the community
of Wagga Wagga that it would not become a drain on the ratepayers funds; that we would run the airport as a

business—not necessarily to establish a huge profit, but at least to make it sdf-sufficient. It certainly has been sdf-
aufficient. We do make provision in the reserves every day, and every year. Every piece of income is divided into
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reserves, and that leve of reserve is designed to provide for the anticipated future maintenance, including the major
maintenance of needing to upgrade the strip from time to time, which is a very large expense. So funds are being
accumulated for that. We remain confident that a reasonable and steady development in growth of the facility can be
funded simply through its operation.

CHAIRMAN: Y ou have given the Committee fairly clear answersin relation to the view of the local community on
the mooted proposals to redirect country air servicesto Bankstown. It isfairly unusud, but | should probably report to
you that the people of Bankstown have avery similar view to that of country New South Wales.

Cr HARDING: | am not surprised.

CHAIRMAN: In fact, the gtaff at the office in Sydney are getting more inquiries, and quite irate ones, from
Bankstown people. So, today, we have done some media releases in that regard. It is good to see that at least some
parts of the city agree with the country. Wagga Wagga is probably one of the better places suited to deregulation.
Tom Parry, in his report, suggested

"Larger towns—such as Albury, Wagga Wagga, Coffs Harbour, Tamworth, Armidale, Dubbo, Port Macquarie
and Ballina—are likely to see more innovative services and more competitive fare packages....It is only for the
very small rural centres, where air services are currently marginal, that deregulation might lead to some
reduction in service levels."

Most people have disagreed with that.

Cr HARDING: | guess the only nervousness that has been expressed in Wagga Wagga is that if we do get a third
player coming into the equation, whether that may have the effect of making all three of them less than viable. | am
not sufficiently privy to thefinancia status of Hazelton and Kenddll, but, just watching it as an observer, one wonders,
if athird player comes in, whether there is in fact the rate of growth sufficient to keep al three of them viable, or
whether it would result in al three of them running at something less than a viable Stuation. | am not quaified to
answer that, but that is a concern that has been expressed from time to time in the city.

CHAIRMAN: So you are obvioudy very happy with the current situation.

Cr HARDING: Yes, we are very happy with the current situation. If athird airline comesin, we are satisfied that
the airport can cope with it, and that it would do so very adequately. | guess we have just that one reservation.

CHAIRMAN: Do you have any suggestions on what the council would like to see the government do to ensure that
services are maintained if air services were deregulated? Y ou might take that question on notice, because it is not an
easy question.

Cr HARDING: Yes. | had not really thought about that.

CHAIRMAN: The dot system seems to be working in Sydney at the moment. However, the generd view is that
thereis ill abit of mistrust that some government in the future and some future economics could lead to achangein
the dot situation. It has been suggested at a country summit that a charter of user rights be worked out to guarantee
country commuters access to their city capital.

Cr HARDING: | obvioudy support that. We would encourage that, because there is a certain nervousness about the
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operations of the dotting system. That nervousnessis that the dots a Kingsford Smith airport may eventualy erode
for whatever reason, and that a trading of dots may occur. | understand that you cannot trade peak or mgjor routes
with regiona routes, but that you can trade as between regions. | think there would be a fairly widdy-held view in
local government that that is a worry for the smaller communities. | do not think we see that as being a worry for
Wagga Wagga. In fact, it might even benefit Wagga Wagga. But we do see it as a concern of the smaller regiond
communities.

CHAIRMAN: This standing committee has been asked by Minister Carl Scully to look at that suggestion of a
charter of user rights, and to sound out the community on what sorts of things they would like to see in that charter.
So, what | would like you to do is take on notice that question, and perhaps when you reply to usin writing you might
include some suggestions that you would like to see incorporated in that charter of user rights.

Cr HARDING: | am happy to do that. | think it is a matter of endeavouring to build the confidence of the
community. There is nervousness about governments changing, and changing their minds, and there are issues of the
noise problems, and there are issues of new ownership and operation of Kingsford Smith airport on a more
commercia footing. Those changes often end up hurting the country. The country is perhaps fairly cynica about
satements like, "Trust me, | am a palitician, and it will be right." They say that about councillors too, of course.
There is a nervousness, and the charter | guess would not be locked in stone, but it would be one more plank in the
confidence-building exercise.

The Hon. E. M. OBEID: Thereistak that the RAAF might moveits facilities north. What effect would that have
on your air service facilities?

Cr HARDING: It would have a devadtating effect on the community, but that is not what you want to talk about. It
would have only a very limited impact on the airport. Obvioudy, the red answer to that question lies in what
becomes of the property. If the Air Force were to move off and were to dispose of its property, then one would hope
and imagine that some aviation-related industries may, at least in part, moveinto that facility. That could create more
arport activity than the Air Forcein fact generates now.

| believe, asaresult of agreat deal of discussion with the Federd Government and with the Australian Defence Force,
that it is not very likely that the air force will close. We are becoming increasingly confident that it will remain open.
However, it may well change what it does. It may have different Air Force functions. From an economic and
community point of view, our concern is that the quantum of that activity remain fairly smilar, but it does not matter
terribly if the nature of it changes.

But, to answer your question, | do not believe it would have a mgor impact on the airport if the RAAF facility were to
be moved out. If the Air Force changes its activity, that could increase airport activity, because they go from amost
no flying to perhaps some flying. So | do not think itisaworry.

The Hon. E. M. OBEID: Are there any joint facilities that you are presently using that you might have to take on
yourself? And are you ableto do that?

Cr HARDING: There are not joint facilities other than in the sense that New South Wales TAFE now carries out a
greet dedl of training on the Air Force base. If the Air Force base were not there, they would not do it because they
would not need to do it. Thereisawillingness of the Air Force now to enter into joint activities. | do not believe any
exig at this moment, but there is the possible future activity to which | aluded earlier and it would involve such joint
use.
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The Hon. E. M. OBEID: Findly, on deregulation, you seem to be happy with how things are.
Cr HARDING: Yes.
The Hon. E. M. OBEID: Could deregulation affect you in any way?

Cr HARDING: It will affect usif the airlines using our airport, for whatever reason, become unviable and therefore
reduce their services. It could have a poditive effect, if competition drives prices down. Our prices are pretty high at
the moment, and there is always the hope in the community that prices will reduce. They arein fact reducing in the
sense of specia packages and so on that the airlines are offering in a marketing sense, but the rack rate, if you like, is
ill fairly high, and that may come down as aresult of deregulation.

But our main concern is to maintain viable operations in and out of Wagga Wagga so that there is a good range of
sarvices. If we were to have less flights a day, or if we had to fly somewhere ese, or if the price goes too high, then
the whole operation will be in jeopardy.

The Hon. J. GARDINER: Councillor Harding, | would like to follow up on that question. If there were another
entrant to the market and it worked out that there were three, though less viable, airlines, apart from the service
question, if they did become less viable are there any job implications for Wagga Wagga of such a scenario?

Cr HARDING: Wall, there would be, of course. If anew airline came in and one of the original operators dropped
off because of being unviable, yes, there would be implications. Maybe your next spesker will answer this question,
but the Kendell work force here is substantial. The Hazelton work force is not as big, but it is till significant to the
city. We would be very concerned if there was an increase in unemployment. As you would understand,
communities such as this are facing a generd downturn in employment. We had an announcement only a fortnight
ago of afairly large multi-nationa factory closing. Those things are happening, and we would want to avoid them.
So that isa possibility, and that is one of the implications of my comment about viability.

CHAIRMAN: | wastrying to do some quick mathematics on the number of flights to work out what the occupancy
rate of planesis.

Cr HARDING: | suppose that can be worked out mathematically from the figures | have given you. | have not
worked it out. | am sure you will ask that question of Mr Breust in due course. My own observetion, from travelling
quite regularly, is that the flights seem to be carrying good loads—not necessarily full, but quite good loads most of
thetime.

CHAIRMAN: | thank you very much for your time. It is excdlent information. In fact, we have amended a media
release to reflect some of your comments.

(The witness withdrew)
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GEOFFREY JAMES BREUST, Chief Executive, Kendell Airlines, and

BERNARD ANTHONY RYAN, Director of Finance and Administration, Kendell Airlines, sworn and examined:

CHAIRMAN: | think you have given the Committee awritten submission.

Mr BREUST: Wehave.

CHAIRMAN: Mr Breust, in what capacity are you gppearing before the Committee?
Mr BREUST: | am appearing in my capecity as Chief Executive of Kendell Airlines.

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

Mr BREUST: | did.

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

CHAIRMAN: Ben, in what capacity do you appear before the Committee?
Mr RYAN: AsDirector of Finance of Kenddl Airlines.

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

Mr RYAN: | did.

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

Mr RYAN: | am.

CHAIRMAN: Would you like your written submission incorporated as part of your sworn evidence?

Mr BREUST: Yes, except that there is one part of the submission, relaing to charges at regiond airports, entitled
"Landing fees et regiona airports’, that we would like to be treated as confidential, and certainly the second page of
that.

CHAIRMAN: We might double check with you that we know exactly the area that you wish to be kept confidential.
We might highlight that on our copy. If you should consider a any stage during your evidence thet in the public
interest any other 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.

Mr BREUST: | would like to take that option in relation to that particular item.
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CHAIRMAN: Perhaps we could go through the generd public part of the hearing firgt, and a the end of that we
could resolve into confidential session. Does that suit you?

Mr BREUST: That isvery suitable, yes.
CHAIRMAN: Perhaps you would liketo make averba statement first, and then we will ask you some questions.

Mr BREUST: Firg of al, thank you for the opportunity to speak to the Committee, and welcome to Wagga Wagga.
| am sure the Mayor has dready passed on that welcome, but | express our welcome aswdl. | would, initidly, liketo

go through the first few parts of the terms of reference of the Committee and make some comments in regard to those.
| will ded with each onein turn, and comment briefly in regard to each of those particular items.

In regard to landing fees at Sydney airport, we believe that the negotiations and consultations that have gone on with
the Federa Airports Corporation and the Sydney airport organisation at this time have produced a result that is
acceptable for the time being. There was alot of work done in negotiating with that organisation from the position
that was firgt put to the airlines back some six months or so ago, to the position that we have now reached, where we
have no pesk period pricing; and we have a situation where the minimum charge to operate an aircraft into Kingsford
Smith airport is now $100, when it was hinted a being $140 previoudy. We believe that that is acceptable for the
time being.

However, we do believe very strongly that, over the next 12 months or so, that consultation process needs to continue,
on the basis that we can redly find out what the costs of running Sydney airport are, and redlly look at the way those
cods are treated in determining the charges, because the information that we are currently getting from that
organisation is less than acceptable in terms of the split-up of the costs. They say to us that they do not really know
because their accounting system is such that they cannot identify it. | do not think that is appropriate or indeed
acceptable. We are hopeful that in the next 12 months or so we will be able to get that sort of detail, and at the end of
the day reach a situation where the redl truth of the matter is known.

One of the mgjor concerns that we have isthe treatment of depreciation of the asset in the accounts. We have astrong
suspicion that there is a very high level of depreciation being included in the annua accounts, and on that basis the
costs are a lot higher than they should be. We are also concerned that, given that this is the last airport to be sold,
there may be things done in this process to ensure that the sale price is maximised, or that the attractiveness of the
facility is maximised to the potentia buyer.

CHAIRMAN: If | could interrupt you. We are going to the airport, so we are interested in what you are saying to
us. Infact, | anticipate that you will get alot of questions on what you are saying. We may well ask questions of the
organisation.

The Hon. J. GARDINER: In fact, you might be able, on notice, to provide the Committee with some specific
questions that you believe we should ask them.

Mr BREUST: Wewould be happy to do that.
CHAIRMAN: That can be done confidentialy or otherwise.
Mr BREUST: We are happy to do that.

CHAIRMAN: | am sorry that | broke your train of thought.
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Mr BREUST: | redly do not think there is much more that | could say on that particular issue. As| said, we are
hopeful that at the end of the day we will get some retionality.

CHAIRMAN: Could you explain to us a bit more the pricing Situation. | thought it was suggested that it was
originally a$28 landing fee and that it was to go to $140 in three years. Isthat not true? You said it is $100 now and
it was proposed to be $140.

Mr BREUST: Initidly, there was a diding scale. | just cannot recdl exactly how it al went. | think the initia
proposa did involve adiding scale, but it meant that we were going to get to avery high figure in avery short period
of time. The questions that we put back to the Sydney Airport Corporation were on matters concerned with the actua
determination of the cogts, and the treatment of those costs in working out the actua charge. We just could not get
any satisfactory information to enable us to determine whether those sorts of levels were going to be appropriate or
not. But it was on a diding scale. We can provide the Committee with background and the documentation that they
provided to us so that you could have alook at that.

CHAIRMAN: | thank you very much for that.

Mr RYAN: | think the minimum charge was $28.50.

CHAIRMAN: How long ago was that?

Mr RYAN: That was a proposal put forward about six months ago, and that progressed to the stage that the fina
one over three yearswas going to increase to $140.

CHAIRMAN: That was my impression: that it went from $28 to $140 in three years.

Mr RYAN: Yes

CHAIRMAN: And even thisfal-back position of $100 isnot all that flash, but it is acceptable.

Mr RYAN: No. But a thetimeit included a $250 peak period charge, so you had to add that in aswell.
CHAIRMAN: Soit would be detrimenta to country people obvioudy.

Mr RYAN: Yes So, now, we have gone from the pasition of $28 plus $250, with the potentia of $140 plus $250,
down to $100.

CHAIRMAN: Soitismuch better?
Mr RYAN: Yes. Itisfar more acceptable.

CHAIRMAN: | am not sure you were here when the Mayor was here this morning, but his evidence and other
evidence we got from other councils indicated that they al appear to have five-year and 10-year development plansin
which they have incorporated al their future expansion programs, al their costs and charges, and how they will have
torise. It does not appear that the Federa Airport Corporation has such a public document.

Mr BREUST: | guess there was not the pressure because there were going to be new owners fairly soon, and it
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moved away from being part of the FAC to Sydney Airport Corporation only in July. 1t has been not well managed at
al interms of being able to supply that sort of information.

Mr RYAN: One problem we see is that they could be boosting the airport so that it will have its maximum value
when they do go to sl it. The problem for the airline and the passengers as a result of that is that we will be stuck
with alegacy of those charges after that.

Mr BREUST: One of the very important issues to come out of the sales of dl those other airports so far is that the

new owners have suddenly found that they have probably paid far too much for them, and they are now gtarting to

scramble and look for other means to generate moreincome. That is particularly true of Perth, and possibly Brishane.
I know the Canberra people are starting to become concerned as well.

CHAIRMAN: They do that by actualy charging extrafor the outer facilities that you have to pay for.

Mr BREUST: That is the big risk associated with it. There are caps associated with the landing and passenger
charges, and what they are now doing is looking for other avenues of operation of the airport to generate income.
Brisbane has been involved in putting a charge on the throughput of fuel through the system. | am sure, with the
entrepreneuria capability of the new owners of these organisation, they will think up some redly nice ways of
generating some income. So we will have to be on our toes regarding what those avenues will be.

CHAIRMAN: Ben, do you have some comments to make before we come to questions?
Mr RYAN: No, | am happy with that.

Mr BREUST: | am conscious of the limited time that you have, but | would like to make a fairly brief statement,
given that there are members of the public here, in terms of the charges for regiona airports. We are becoming quite
concerned about the activities of various airport owners in this area. Mogt of the airports that we operate to are
operated by local councils, and most of them too are dso members of the Airport Owners and Operators Association
of Audtralia, and they get together and talk about these sorts of things. | might even say that in some cases they play
one off againgt each other in terms of how well they have done that.

We are becoming quite concerned, particularly over the last couple of years, that there is this tendency by these
operators to increase their charges by far in excess of the CPI and inflation rates. In addition to that, it appears that
the councils are using the national competition policy as a means of jugtifying these sorts of increases.

We are now seeing a ratcheting effect, because what the councils are doing are looking at the charges that are being
levied by other airport operators around the country, and then doing a direct comparison on a dollar-for-dollar basis,
simply on the charge—not on the fina revenue but smply on the charge. A comment that we hear quite regularly is,
"Look, it isonly $6 here, but Albury is $7 or $10, or Tamworth is $14," or whatever it is around the place, "and on
that basis we believe we should be able to increase our charges." The charges are not related back to the cost of
operation, and we bdieve this is garting a trend that is not acceptable not just for the industry but for the travelling
public, because it is a means of generating additiond revenue.

We are ds0 rather intrigued to hear from the various councils, particularly in New South Wales, of the shock horror
of movements in terms of increases at Sydney airport, but a the same time they are putting up their own charges. So
we have some concern in that area. | make that as a general statement on that particular matter.

In relation to the dot system for Sydney airport, may | say that we believe that the dot system has worked very well.
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Sot schemes are mechanisms which are tried and proven right round the world. They are wdl-known to the
industry, even though they might not be that well-known to the industry in Austrdia. They are certainly well-known
to the industry round the world.

The current system isworking well, but we still have area concern about the mechanisms by which dots for regiona
New South Wales are ring-fenced, because under current arrangements the legidation smply provides that the
Minister makes a determination in relation to those sorts of issues. It is not specificaly mentioned in the principa
legidation, the Act itsdf. It is my understanding that in New South Wales this ring-fencing can be removed
effectively by another determination by the Minister. That causes us a degree of uncertainty. | am sure the
communities of New South Wales dso have adegree of uncertainty. | do not believe that arrangement is appropriate.

We understand that this matter has been raised previoudy, and we understand that the Minister for Transport and
Regiond Trangport, Mark Vaile, has suggested that maybe there should be some sort of charter of user rights. That,
too, does not have the sort of teeth necessary to guarantee that the ring-fencing of those dots will be able to be
maintained.

The Hon. J. GARDINER: You think that should go back to the principa Act?

Mr BREUST: We bdieve it should be in the legidation, because a the moment the Minister can smply make a
determination, and it will al be off.

CHAIRMAN: One of our tasks is to make some suggestions on what should be in the charter and whether or not
charter istheway to go.

Mr BREUST: | believe the charter would have even less legd enforcability than the Minister' determination. That
too is of concern, because governments change and Ministers change.

CHAIRMAN: Legidation can be changed too, but it is more difficult.
Mr BREUST: Yes, itismoredifficult.
CHAIRMAN: And that has to be done in the open.

Mr BREUST: | might passon to you that at a meeting in Sydney, when this was being considered and put together,
| made that particular comment to the fellow from the Department of Transport and Regional Development who isin
charge of it all, and he said, "Look, it is al okay. Itisin the explanatory memorandum and in the second reading
gpeech. Trust us” | said, "Look, | did not work in Canberrafor 20 years not to know that that sort of system does not
work."

CHAIRMAN: If you want to send us any supplementary suggestions in relation to that particular item, we would
welcomeit.

Mr BREUST: Thank you very much. But, asfar as we are concerned, there is redly no option other than to try to
push it in that direction. | do not think that anything else you will do around the edges will achieve what we redly
want to achieve. Can | just say in regard to the dot system for Kingsford Smith airport that the six-month tria in
terms of compliance has gone very well. We have not had any red difficulties a al. To a very large extent, the
operators are complying.
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The redl issue for Kingsford Smith airport is not redly the infrastructure arrangements around it; it is the whole
system. Theair traffic management system is not up to speed. The noise sharing arrangements reduces the efficiency
of the airport. The aim of trying to get to 80 movements per hour is not realy being met at al because of dl these
other externa influences which are put on it not to achieveit. Really, we have there a piece of infrastructure which to
my mind has become a political impossihility.

There redlly is not going to be any efficient solution in respect of Kingsford Smith airport, in my view. What
governments have to do is to try to find a solution. To my mind, the solution is to gtart off with a greenfied park
somewhere to the north of Goulburn and build another complete system with a train system between Canberra and
Sydney. Let usbuild a proper airport and spend some real money on providing the country with some infrastructure
for well into the next century, rather than trying to find an easy fix. That isapersona view, | might say.

In regard to access to Bankstown airport, | am sure the Committee appreciates that we and the air transport industry
work in a globd system; we are not Ssmply a regiona operator that flies between Wagga Wagga and Albury and
Sydney in that sense. We are part of agloba system. People use our services all through regiond Austrdiato travel
to dl parts of the globe. We are dl part of the one system. To take us away from a mgjor internationd airport would
create major difficultiesfor that system to work properly.

In addition to that, there are mgjor physical limitations in the operation of our sort of aircraft into Bankstown.
Increasing the activity of those sorts of aircraft into Bankstown anyway will put further pressure on Kingsford Smith
arport in terms of the air traffic management system of that whole area. To my mind, that is not an issue that has
been raised much, but it must have amajor impact. | will give you an example.

We operate into Melbourne's Tullamarine airport. Essendon airport is a little closer to it than Bankstown is to
Sydney, but nevertheless Tullamarine is restricted in its capabilities, because of the physical location of Essendon just
down the road, in terms of its air traffic management system. We can be held going into Melbourne and coming out
of Mebourne because there is a movement at Essendon that will clash with us. In effect, the whole operation of that
air space round Melbourne is operated as one airport, not two. That effectively iswhat you will get with Bankstown
and Kingsford Smith airport when you get the high-performance aircraft that we operate, in the sorts of numbers that
would be involved, going into that sort of sysem. So, in terms of overal benefits of trying to shift capacity or
movements away from Sydney, you will not achieve what you st out to achieve because of the influences of the
system that | have described.

I now come to the issue of deregulation. Kendell Airlines has dways been a mgjor supporter of deregulation and not
having regulated services a all. We have been around for over 30 years, and we have aways operated in markets that
have not been regulated. Our involvement with regulation has only been in the last four or so years, since we
commenced operations from here to Sydney. We strongly believe that the market should determine the levd of
sarvices provided. We believe that regulation provides al sorts of artificia influences and distorted outcomesin terms
of benefits of air transport.

In relation to our network of services, in the submission | have referred to the three ports in the last 10 years from
which Kendell has withdrawn services. They include Streaky Bay—and | am not sure that the Committee would
actudly know where Stresky Bay is.

The Hon. J. GARDINER: It isonthewest coas.

Mr BREUST: Yes, just south of Ceduna. It has a population of about 150. It used to receive services from us three
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days aweek linked with Ceduna. 1t is 110 kilometres from Ceduna, and of course at 110 kilometres an hour, which is
the speed limit there, it takes an hour. That service got down to well below 500 passengers a year. We withdrew the
service from there. Another operator took it up. In fact, there have been a couple of operators take it up since, and
they do have some services there. But, because it is S0 relatively close to the port of Ceduna, people have driven
across, and we have been able to increase the frequency of our servicesinto Ceduna.

So, overdl, the Ceduna people have received some additional benefits through thet, but also the people of Streaky Bay
have gtill had accessto services. So, at the end of the day, we bdlieve that it has provided the region itsdf with a better
sarvice. We used to have one service, Monday to Friday. Now, on two days a week, we have a return service—so
that we have a morning and evening service out of Adelaide—and now people are able to visit that areaand returnin
aday, whereas they used to have to stay overnight. In asense, that withdrawa has meant for that area a better service
at the end of the day.

We withdrew from Woomera. In the fifties, of course, Woomera was a booming area. Hopefully, it will cometo life
again. But again, Woomera is only about 80 kilometres away from Roxby Downs, the mgjor uranium and copper
development in the middle of South Augtrdia. We service that port as well. We have now increased services to
Olympic Dam. On Sundays we have four returns a day, most days two, and some others three. Again, we are il
looking at adrive of less than an hour from Woomerato Olympic Dam, and that means that the region itself has been
ableto maintain ahigh level of services. | might say that another operator has been operating into Woomera since we
departed, with a smaller aircraft. But, again, because of the frequency and the amenity of the service to Olympic
Dam—which in Sydney terms is probably a short drive in terms of time, because | know people in the Sydney area
have a drive to the airport of more than two hours—that area has ended up with what we believe is a better level of
services.

Cooma, unfortunately, has been the only one that has not been taken up by somebody dse. We used to operate from
Melbourne to Cooma.

CHAIRMAN: | wastherelast week and | thought | saw your planesthere.

Mr BREUST: No, not ours.

CHAIRMAN: You dill fly to the snowy, don't you?

Mr BREUST: No.

CHAIRMAN: You ill have advertising on the ski tube—55 minutes from Sydney to Cooma.

Mr BREUST: No, that isacompetitor. That is probably Impulse.

CHAIRMAN: Yes, it was Impulse.

Mr BREUST: No. We flew from Mebourne to Cooma when Ansett withdrew many years ago. Cooma, of course,
when the snowy mountains scheme was in its heyday, was quite a mgjor port. Over the years it has dwindled away.

We linked Cooma with Merimbula. That worked reasonably well, because Merimbula was a holiday detination in
the summer, and Cooma was a holiday degtination in the winter. But, unfortunately for Cooma and for us, the

development of snow fields just to the north of Mebourne meant that people could very easily drive from Melbourne
and stay. In addition to that, the cost and attractiveness of New Zedand as a ki holiday proved to be, on a price basis
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particularly, as competitiveif not in some cases alittle chegper.

So thelevel of demand for the service dwindled away, and unfortunately we had to stop our servicesthere. But that is
the only one that has not been serviced subsequently by another operator. | might say again that people who wish to
fly from Mebourne to the snow fields gill have the option via Canberra, and the upgrading of the road between
Canberraand the snow fields has meant that it is not too bad a drive, and there are coach services and things like that.
We are aware that people have changed their travel patternsto do it that way.

Inthelast 10 years, those are the three centres to which we have reduced services. So there appear to be two big fears
of deregulation in rural and regional New South Wales. One is the fear of the loss of their service, and the other
relates to issues concerned with safety. But | honestly do not believe that, in a deregulated market, communities
should fear the loss of their services. If there is a requirement for the service, in the long term they will receive the
service. Whether that will be at the same leve asthey are currently getting, the market will determine. In some cases
| believe they will be far better off. | believe that regulation a the moment is probably putting inefficient servicesinto
regiona New South Wales when communities could have quite efficient and cheaper regional air services.

In our submisson we have given you quite a bit of information about the comparison of fares in various markets
around our network particularly but around Australiain general. What we have done is compared routes of similar
digtances, and we have looked a fares available in regulated monopoly, regulated competitive, and deregulated
monopoly and competitive markets. You will see that in amogt al cases the regulated markets have higher fare
levels, and subgtantialy higher fare levels. If the Committee would like us to do some more work on that, we will be
more than happy to assist in that regard.

CHAIRMAN: Certainly, any other information in that regard would be appreciated. Do you give passenger
numbersin the chart that you have provided? Y ou may have given them to us somewhere else.

Mr BREUST: There are passenger number dtatistics elsewhere. Should we get the size of the markets?

CHAIRMAN: Yes. | know you have given us those somewhere ese, but | just do not know whether they are rdated
to that same area.

Mr BREUST: We will try to get those. Obvioudy, we will need to go to the Department of Transport and Regiona
Development for the ones that we are not familiar with.

CHAIRMAN: Isthat the conclusion of the open hearing?

Mr BREUST: Thatisbasicdly it.

CHAIRMAN: You talked about dot times being limited to 80 per hour because of noise problems. It has been
suggested to me that regiond airlines using aeroplanes the size of Saabs are not creating a noise problem in Sydney
and that the noise problems really relate to the bigger jets.

Mr BREUST: Yes, the heavy 747sand so on.

CHAIRMAN: And that country New South Wales is unnecessarily becoming tied up with the noise problem. It has
also been suggested, perhaps alittle flippantly, that in alot of cases country airlines would land on the parking lotsin

Sydney and do not necessarily need big strips, and it might be an option to have an additiona strip at Kingsford
Smith airport purely for regiona arlines. Have you given any thought to that suggestion?
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Mr BREUST: | have heard of that option. At the moment | really do not think that that, as a single action, would be
the solution. Thered issue, as | said before, comes back to not so much the infrastructure that is there, the physical
runways and taxiways and matter like that; it is the management of the throughput of the air traffic system. Thereare
two major competing issues there. Oneisthe sharing around of the noise. The other is the management of the actua
arcraft in the system.

What has occurred in the lagt five to 10 years is that we have moved into a system of standard arriva and departures
for aircraft, and that means that arriving and departing aircraft are from the same generd direction and al following
the same route, regardless of the type of aircraft. Asaresult we have a mix of the largest aircraft, which is the 747-
400, and the smallest of the aircraft in Sydney, which are either a Navgjo Chieftain or our friends from Aero Pelican
in atwin Otter, which is afixed undercarriage, high wing, turbine, unpressurised aeroplane which is very dow and is
designed to take off on sixpence and hopefully land on the same too. But dl of those aircraft are currently managed
the same way.

So we can arrive over Bindook going into Sydney and we can fit into adot the same asa 737, a 767 or indeed a 747,
and we can track for 60 milesin a big square to come in and land in Sydney, and we dl follow the same track. Itis
essy for the air traffic controllers because it is like having everyone running down a single-lane highway. They say
that is good for safety, and | accept that, however it isnot good air space management.

The Saab, for argument's sake, being a regiona airliner and a turbo-prop, can actually maintain 250 knots from five
miles from touchdown. A 747, a 767 or a 737 must be put into an attitude some 60 miles back to actualy come in
and land. That is what is caled a stabilised approach. The aircraft must be set up well back from the runway to
actudly comein and land. In the last 30 to 15 milesit is relatively dow, and on the two parald runways in Sydney
quite often we will have a Saab coming in to land and we will pass a 737 because the aircraft can keep up at a high
peed, and when it gets close to the runway it can decelerate using propellers and everything else and can come in and
land quite easly.

The efficiencies of dl of that are smply not being taken into account in the traffic management system for Sydney.
There is possibly a solution, but the solution is not being considered in that sense. The solutions at the moment are
being considered in terms of ether infrastructure or the sharing of the noise.

CHAIRMAN: Rather than management.
Mr BREUST: Rather than effectively managing the throughput of the airport.

CHAIRMAN: It was suggested in an aticle in this week's or last week's Bulletin that wind sheer could cause a
problem aswell.

Mr BREUST: Yes, lay turbulence.

CHAIRMAN: And therefore there has to be alarger separation of the two sizes of planes than if they had awhole
host of jets comein or awhole host of small planes.

Mr BREUST: That isquiteright, but it is very difficult to manage everybody to turn up in the right order at the right
time. But you are quite right. Those are other influences that affect traffic. | am sure that, with some good
management of that air traffic system, the efficiency of Sydney airport can be increased considerably. However, aswe
al know, we have dl these other competing influences, and unfortunately we have got amess. At the end of the day,
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| do not believe that we can find a solution that will satisfy everybody. | think the only red solution isto try to keep
muddling through with Sydney as much as we can at the moment, but go and build a better one somewhere dse.

The Hon. J. GARDINER: Mr Breust, could you expand on your comment with respect to local government
charters and how they are using the national competition policy to justify their case? How are they going about doing
that?

Mr BREUST: | would like to deal with that in the in-camera session.

The Hon. J. GARDINER: | will leave that question until then. You have given us the examples of Ceduna and
Stresky Bay and how in the end the community possibly benefited with a stronger service. It is understandable that
smdler communities do fear the loss of yet another service, particularly a trangport service. ' You might take this
guestion on natice, but are there other examples that you can point to of a stronger service resulting in other parts of
Australiawhich might help to alay the fears of smaller operatorsif thereisto be a deregulated market?

Mr BREUST: Thereason | chosethose few isthat they related specificdly to us, and | have first-hand knowledge of
those. | guesswe could look at some of the centres out of Dubbo which, following withdrawal of services by Hazelton
some years ago when they were regulated, effectively opened up. Air Link in Dubbo commenced operations into
some of those centres, linking those back through Dubbo. My understanding—and | know David Miller very well—
is that those communities probably have got a better service now than they had previoudy. But | guess that is a
subjective judgment because | do not have access to the numbers.

CHAIRMAN: We have had some evidence from Air Link.

Mr BREUST: Elsewhere in our network, | might point you to the situation in Tasmania, which is gtill going
through a shake-out in terms of the demise of Airlines of Tasmania.

CHAIRMAN: Wasthat tied up with Tamair?

Mr BREUST: Tamair were involved in that organisation, yes. | cannot remember when Airlines of Tasmaniawas
an operator who had monopalistic rights throughout the State of Tasmania, including Flinders and King Idand, and
it received quite heavy subsidies or assistance from the State government, and it also received preferential treatment in
the carriage of mail and freight. That was an organisation which, from a community perception and satisfaction point
of view, was a disagter. | have a close knowledge of that because we operate from Mebourne into King Idand, and
have done for along time.

Airlines of Tasmania used to operate from Burnie, Devonport, Launceston into King Idand, and bring in the mail,
freight and everything else, and there were always problems with the aircraft. The aircraft they operated were very
old, and they ended up having Herons, which were aircraft that Kendell had 25 years ago; they had small, piston-
engine, unpressurised aeroplanes, and the level of services and the level of fares were not consdered by the
community as being really acceptable. There was alot of pressure put on usin that period to expand our servicesinto
the Tasmanian market—and this pressure came from the community—but that was not accepted by the State
government.

The State finally was forced into deregulating air services down there when Airlines of Tasmania—which struggled
on for years and years, to my obsarvation—findly failed. They went broke. In regard to a single King Idand to
mainland Tasmania market, that was immediately taken up by other operators. The service levels, in terms of
frequency and seeting capacity, on those markets increased. There has been a little bit of variation, and there has
been an operator come and go, but the market is sorting out the level of services required. It is going through that
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jprocess.

| believe that, on a long-term basis, both King Idand and Hinders Idand will be far better off under a deregulated
system than they were when Airlines of Tasmania were operating under such a protected position. | think that is a
pretty good study case to work through.

The Hon. E. M. OBEID: Mr Breug, on deregulation, you say quite categoricaly tha you are a supporter of
deregulation, and in the same vein you say that the market should determine air services. How can you guarantee this
Committee or any government that if the air services were deregulated that you would till continue to service areas
where the bottom line is not good enough for you?

Mr BREUST: Wall, the bottom line may not be good enough for us, but in terms of our own decisons we will come
to ajudgment in regard to that. But that does not necessarily mean that the community will not have a service. There
are other operators and other organisations that have different cost structures and different capabilities, and in those
circumstances there is nothing to stop those operators coming in and providing that level of service. We honestly
believe that if there is a requirement for a sarvice, if there is a market for the service, there will be an operator who
will come adlong and provide that service. But you cannot artificialy impose something which the market itsdlf
cannot sustain.

The Hon. E. M. OBEID: You are saying: Let's take the cream of the areas and let someone else come in and teke
over the minor routes that do not have alot of cream.

Mr BREUST: Itisdl reative. We operate on some routes that are actualy marginal, and we operate them with
Sagb aircraft. We operate routes that do quite okay in a deregulated environment with a Metro, and we operate in
some markets with that same smaller aircraft that are margina, but that is our cost structure in terms of that activity.
We fly fairly complex, turbine, pressurised aircraft. We pay our pilots alot more than a lot of other operators. Our
engineering costs are grester because of the sophistication of the aircraft, and that al reflectsin cost and price. But an
operator with adightly smaller or less sophisticated aircraft can provide that service at alower cost. That, at the end
of the day, may well end up being what that market requires.

The Hon. E. M. OBEID: How can we guarantee acommunity that it will have thet service?

Mr BREUST: It is very difficult to guarantee anything, but you have to continue to point to the actua experience
elsawhere. We went into South Australiain 1985. South Audtralia, redly, has never been regulated. We went into
South Augtrdiain 1985 after Ansett Australia closed down Airlinesin South Austrdia. Airlines of South Augtralia
operated the old F27s, the Fokker Friendships. They certainly provided a high standard of service in alarge aircraft,
but the frequency and the actual amenity of service was not there. We went in and provided services with 16-seat
Metroliners and Saabs—small, faster aircraft, but offering greater frequency. The frequency has been the issue that
effectively has dlowed us to grow those markets, because the industry right round the world will say to you that the
major determinant of growth in any market is not aircraft size, it is frequency of service.

That has been proven in South Australia. 1t has been proven even on the Sydney-Canberra market, where we went in
with Ansett to operate the capital shuttle. We do 13 return Saab services aday on that route. They used to have eight
Fokker 50s on it, but we do 13 return Saab services and we have grown the market. The communities at both ends
are better off. The same principle applies in dmost any community. So operation of large, costly aircraft with very
low frequency will stagnate your market. Operating a high-frequency service with an efficient aeroplane will grow
your market, because you are providing a service when the customer requiresit.
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The Hon. E. M. OBEID: Regarding landing fees, | note that the $28.50 has gone up to $140 and then come back to
$100 for Kingsford Smith airport. | am not for moving to Bankstown by the way, but assuming that you were given a
good package of landing fees a Bankstown, would that not influence you?
Mr BREUST: | would not go there. Evenif it was for nothing, we would not go.
CHAIRMAN: We will now resolve into confidentid sesson so that Mr Breust can give us some confidential
information.

(Evidence continued in camera)

(The witness withdrew)

(Public hearing resumed)
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LESLEY CLEMENTS LANGFORD, Representetive, Albury City Council, and

DAVID ROBERT WARD, Manager, Engineering Services, Albury City Council, sworn and examined:

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

Cr LANGFORD: Ledie Clements Langford, retired denti<t.

CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Cr LANGFORD: Asthe representative of Albury City Council. That isthefirst hat.

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

Cr LANGFORD: Yes.

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

Cr LANGFORD: Yes.

CHAIRMAN: David, what isyour full name and occupation?

Mr WARD: David Robert Ward, Manager of Engineering Services.
CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Mr WARD: Supporting Councillor Langford, as an officer of Albury City Council.

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

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

CHAIRMAN: Councillor Langford, you have a submisson on behalf of the Audtralian Airport Association, of
which you are amember.

Cr LANGFORD: Yes.
CHAIRMAN: Would you like that submission to be incorporated as part of your sworn evidence?

Cr LANGFORD: Yes.
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CHAIRMAN: David, you have a submission on behdf of the Albury City Council. Would you like that submission
to be incorporated as part of your sworn evidence?

Mr WARD: 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. Councillor Langford, would you like to commence with a
verba submission before Committee members ask some questions?

Cr LANGFORD: Yes, Mr Chairman. | have two submissons. The first speaks on behalf of the Albury City
Council. It was deemed by myself and others subsequently that it was better to make sure they were kept separate
because of one or two differing points of view and because they were coming from different directions. Some of the
views of the airport owners are different from those of the Albury City Council. However, | will get back to the
Albury City Council submission.

You have our written submission, so | have gone through that and listed the five points relative to the terms of
reference of the inquiry, and | will spesk to those rather than read through them. But | would like to point out, as has
become patently obvious to everyone perhaps, that since the inquiry was called certain things have happened, such as
the charges announced by Mr Vaile and the dot timesand so on.  So, when the fees were made part of the draft of the
inquiry of the FAC, and when the news of that got out there was publications from the Local Government Association
of New South Wales, and people started to jump up and down.

But, getting back to the landing fees of Kingsford Smith airport and the figures that we have looked at that are in the
submission, it seems to us that, from the point of view of the Albury City Council, we are not unhappy with those
charges at al. It seems pretty reasonable for what we have been offered a Kingsford Smith airport, what we have to
pay at Kingsford Smith airport, and what the aircraft has to pay, because it comes out at a dight reduction.

A typica charge at Sydney isat page 3. | think that charge at Kingsford Smith airport, particularly with the removal
of the peak period surcharge, which was never very popular, to say theleast. Y et one always had to be sympathetic to
the fact that ajumbo is alot more important in some ways than a seven-seater coming in in peak periods. | suppose
that is being the devil's advocate again, but we are quite happy with that.

The next part of the inquiry was the landing fees at regiona airports. | probably need to take alittle bit more time on
this. We have in the report the type of business activity that we have in Albury city. We are busy doing an inquiry
into that a the moment to fit in with the NCP requirements. It would seem at the moment, from what we can
ascertain, that we are looking a about an 8 per cent profit on the investment, from the income from the Albury
airport. That is taking into account landing charges, concessions, and so on. We do not think that that is terribly
unreasonable, but that will be refined and we will make any necessary adjustments.

We have been criticised for our account proceduresin the Albury City Council and the fact that in some peoples eyes
we seem to make huge profit. We have had the airline people in to have alook at our accounting procedures. They
have had access to al our books. That goes back some time, when one airline accused another of not being honest
about the number of passengers that they were landing there, and we felt that that should be looked at. That has dl
been sorted out now, but it is till an honour system.

The Hon. J. GARDINER: You say that the airline operators have been in to have alook a your books.
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Cr LANGFORD: Yes, they had access to the books. | think one of the airlines raised a question and disputed our
accounting methods and so on, so we though the best way to ded with it was to go and sit down with our finance
department and go right through it. | ill do not think they were very happy about it in one way, because we put any
excess of income over expenses for a period into consolidated revenue, rather than put it in a bickie tin for a reserve
and build up one or two million in reserves, so that when we re-sheet the runway we have got the money there. We
put that into the genera funds, and then the generd funds borrows money to do the upgrading of the airport, because
our feeling is that, rather than have one and a half million sitting there and borrow one and haf million to upgrade
the library, well, the man who controls the lending of the money said, "Well, that is probably not awise thing to do.
Y ou have got the million and a half there. Why not useit?' That philosophy does not agree with Kendells, but that is
the way our council doesit.

We have talked about an increase in fees of up to $10 a landing charge per head. The airlines are not very happy
about it. We will be reviewing it for the next budget and trying to get a redly good handle on what the assets are
worth. That is terribly difficult, but that is what we are trying to do. We do come in fairly well, we fed, compared
with not only New South Wales charges but charges throughout the whole of Audtrdia, going from a dollar at
Toowoomba to Norfolk Idand at $18. Thet is a page 6. Bear in mind that some of those places charge per head,
some charge a tonnage, some charge a mixture of both. Orange and one other, Tamworth perhaps, came to an
agreement on so much ayear for an airline to use the facilities. It works out a $7 a head or $7.50 or maybe $8. But
that is just done by agreement, and it saves them counting the heads all the time. It is just so much ayear. That
seems to work out quite well. We dl have different needs, so we dl do it differently. Some come out the same. But
that is about how we work the charges. The tables are there. If the questions get too technical, David Ward can help
methere. 1 might go on to the dot times at Kingsford Smith airport.

CHAIRMAN: In relation to that, have you got a management plan or development plan or business plan for the
airport?

Cr LANGFORD: Yes, wecertainly have.

CHAIRMAN: Would you mind taking that on notice and supply the Committee with that? | take it it is a public
document.

Mr WARD: Yes.
Cr LANGFORD: It goes back some years, and it has been updated.
CHAIRMAN: You atach it to your annua budgets, do you not?

Cr LANGFORD: Yes. | was thinking more of the master plan for development out there. We have purchased
more land for industrial use and so on. But, certainly, that and the business plan. On dot times, about six or nine
months ago we had atalk with the Airline Association. Julienne Alroe was the lady at the time from Sydney airport.
It was FAC then. Shetaked about the dot times, and that was our firgt introduction to those, and they have gradualy
come to fruition. They may have caused concern for some people, but certainly not to Albury City Council. We see
them as fair. The market will dictate the dot times belonging to the airline rather than the airport. That is the way
the market will work. We have always got pretty good demand, so whoever comes to our place will need dot times,
and if we have got access to Kingsford Smith airport that is great. We have no problems with the principle of dot
times.
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On the proposa to limit access to Kingsford Smith airport, it might be time that | mentioned that | have not had time
to produce enough copies to go round, but | have here some copies of letters that came to the Mayor of our council,
Councillor Gould, in response to local government resolutions that came out of the western suburbs. There are 20
letters of support for regiona airlines to continue to have a fair price, continuing access to Kingsford Smith airport
and not to be diverted to Bankstown.

CHAIRMAN: | might ask you to formally table that.

Cr LANGFORD: Yes, | formaly table that documentation. By chance, the top letter is written by the Premier of
New South Wales.

CHAIRMAN: | did not know he was a ratepayer!

Cr LANGFORD: It was in response to other councils. No doubt other councils will go through it, but one and a
half hours of travelling, no infragtructure. Bankstown, for example, has probably got more than twice the number of
arcraft movements that Kingsford Smith airport has, so it is pretty well at its pesk capecity. Thereis no way that we
could see Bankstown as a port when we are coming out of Albury and heading for Sydney. But not only Sydney; it
may be that we are heading for Cairns or overseas, and trans-shipping could become a nightmare. There has
probably been so much said about that that | will not dwell on that.

The fifth item in the terms of reference relates to the deregulation of air servicesin New South Waes. We did have
the Air Transport Council meet with usin Albury ayear and a half ago when it looked like athird airline might come
in, Eastern, to join Kendell and Hazelton. The Air Transport Council met in Albury, and their decision was with the
gtatus quo to continue to the middle of next year when perhaps deregulation occurs. So we said we would have the
two airlines. If we have a third under deregulation, we say the market forces will decide which one goes broke.
Hopefully, they will not, because alot of that rubs off on the loca community. But we are not in the process of saying
that we will fight to keep a limited number coming into Albury. It will cost us somewhat to develop a new space a
the terminal facility, but not agreat deal. So | guess when that happens, it happens—if it does happen.

CHAIRMAN: Do you actualy favour deregulation, or doesit not worry you much which way it goes?

Cr LANGFORD: All | can say isthat it does not worry us. In the other submission | will talk differently. But in
Albury it does not worry us. We have been through that a few times. A year or two ago we went through the
procedure. We had a resolution come out of council a fortnight ago to say that we are not concerned if deregulation
comes, that we would be quite happy to go withiit.

Thereisasummary at the end of the presentation, a page 15. Reslly, we know there is afedling out there about what
we charge for landing charges, or what is caled a passenger tax these days. There is no way we fed we could go
through Bankstown.

CHAIRMAN: Mr Ward, do you have anything to add?

Mr WARD: Not unless there are any questions from the inquiry. The only thing | would highlight is the matter of
deregulaion. Albury isvery smilar to Wagga Wagga. Being on the border, we have two deregulated services that
operate interstate, and they have been very successful. One goes to Mebourne and one goes to Canberra. They have
not been regulated. We have the regulated duopoly on the Sydney route, which are Kendell and Hazelton.  Albury
has experienced an example on the Canberra route that emulates small country servicesin our mid-west. The service
has a market of about 8,000 passengers per annum. Then we had another small operator who came in and posed a
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chdlenge to the operator who was there, and for 18 months there was fierce competition, but eventualy one of the
airlines withdrew from the service and left the remaining operator on board. So we have experienced that situation
that emulates deregulation that would perhaps be similar in country New South Wales. There was a survivor and at
the end of the day it worked reasonably well. Council at that time had to carry some of the cogts.

CHAIRMAN: The council had to subsidise it during that competition period?

Mr WARD: No, it did not subsidise it. It had to come into some business arrangement with the operator that

survived to pay off his debt. That has all been cleared. | am just saying that that is an experience that we had at the
time, and it worked out at the end of the day.

CHAIRMAN: What happened with pricesin that competition period?

Mr WARD: 1 think they were fairly marginal.

CHAIRMAN: They did not go up or down?

Mr WARD: No.

CHAIRMAN: They did not change?

Mr WARD: No. Méebourneissmilar. There have been smdler operators who have come in from time to time to
offer niche market services to Mebourne. However, they have come and gone, and the main operator has remained

there.

CHAIRMAN: Councillor Langford, did you have any other specific comments that you wanted to make, apart from
what isin your submission directly from the Airport Owners Association?

Cr LANGFORD: Yes.
CHAIRMAN: We might take that before we go to questions, then we might ask questions on any matter.

Cr LANGFORD: 1 think there are two or three aspects that | have made mention of. Many of the airport owners
who are members, around 50 in New South Wales—and that is the dotted page in one of the addenda. That is how
our members are represented, by those dots on the addendum.

CHAIRMAN: Thiscoversall of the States?

Cr LANGFORD: Yes, we cover dl States, and about 70 or 80 airports throughout Australia, which is getting near
to 50 per cent of all licensed airports, as they used to call them. The mgority of our airports are on alosing streak
financidly. That dates back to the seventies when we took on the airports under a loca ownership plan. All the
runways were built or upgraded by the Federa government. Half the cogt of termina buildings and half the
maintenance was paid by the Federd government. That was a good, firm contract that we had with the Federa
government—or so we thought.

CHAIRMAN: That wasin 1973, or round that time, wasit?
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Cr LANGFORD: Yes. Therehasbeen alot of water flow under the bridge since then, and alot of money went out,
some of it a bit unnecessarily too. There were some massive termina buildings, depending where the aviation
Minister lived at the time, some people say. In the late eighties and early nineties the Federal government walked
away from the ALOP, tore up the contract and gave some of the airports abit of a subsidy, bonus or whatever you like
to cdl it. They sad, "Here is some money," $300,000, to Albury to make the apron and runway safe and said, 'Y ou
are on your own now." That was a disagter for many of the smaller airports that had only asmal RPT service or just
genera aviation.

We put on alanding charges that were different from place to place, and whoever collected them did collect them as
best they could. Sometimes they could not. There were schemes like Avdata, where they tuned in on the radio, and
they said they would not pay, and some airlines went broke, and the council lost a heck of a lot of money.
Fortunately, the State government, as one of the best thing they ever did in New South Wales ayear or S0 ago, wasto
modify the Loca Government Act to make it legd to charge the COR holders of the aeroplanes so that we could
legaly bill them. That has changed things around, so Avdata should be able to work pretty well these days. The
other States are looking to follow suit because neither of the partiesis interested. | am not getting into party politics
there. We have approached people when they have been in government or in opposition, and they have walked away
from any support for regiond airlines. The only States where regiond airlines get support are Queendand and
Western Australia. Some got $4 million to go into a privatisation deal with Western Austraia. | gather there are
some sort of subsidy for regiond airlines, but it does not happen anywhere else.

CHAIRMAN: So they are direct subsidies to the airline operators for less profitable routes? In Queendand it came
about because of deregulation, to try to guarantee continued service.

Cr LANGFORD: David might be able to spesk a little more on that particular aspect, of how that comes about in
those other States. The point | was redlly trying to make was that everyone was on their own.  We find it difficult to
get some of these people to tell us how much its costs them to run their airports. The Association has been trying to
do asurvey, and has put aside $10,000 to get a consultant to put it al together to present a case to the State Ministers
or the Federal Minigter to say we need help. Yet our members are a bit reluctant to come forward. So we have a bit
of guesswork here and there. But we know that the mgjority of them lose money, and the community supports it out
of the ratepayers money, and other people useit. Cobar was a good example. The mines used the airport, and they
never paid anything. One of the mines has walked away now a Cobar, but hopefully that will be sorted out. They are
always crying poor-mouth about it, and rightly so.

So, what we have done is work out our landing charges, what the traffic will alow. Some aim to bresk even. Some,
not very many, make a profit. Albury isone of those. Some do not charge because they are o close to Sydney that if
they start charging people will hopin acar. That iswhat happensin Albury sometimes a the moment. It is not so
much the landing charge; just the fare on the plane. It is only three hoursto Mebourne by car, and if there are two of
you going it is $450 to $480, and two of you in acar can do thetrip in three hours each way. That isarestraint of the
operator rather than of the landing charges. So that is how we came about the different landing charges at different
airports.

Some of the smaller airports, the northern group, probably will be talking to you about their concern about the dot
times because the dot times gpparently go with an airline, because the airline has that dot at Kingsford Smith airport.
The feding around Tamworth is that one or two of those have been in trouble with their users, the airlines. If they
have an airline that is not doing so well, it could be taken over by someone else who has a bit more money, and that
dot time for Kingsford Smith airport will be used somewhere ese. If they want to come to Albury they need a dot
time, and if they are not doing so well & Tamworth they could use the dot time and get into Kingsford Smith airport.
That is the concern of the northern group, Inverell, Dumaresq, Tamworth and Newcastle. No doubt, if they have a

WAGGA WAGGA, 24 JULY 1998 60 CR LANGFORD AND MR WARD



INQUIRY INTO PROVISION AND OPERATION OF RURAL AND REGIONAL AIR SERVICES

guernsey, they will be coming to you and putting that on their behaf. That is their worry about dot times. It is not
such aworry to us a Albury and Wagga Wagga, we are a bit bigger. It is the little ones that might lose if they go
elsawhere and take the dot time.

Deregulation is of great concern to the northern group and some smaller people. Whether or not the frequency of
sarvice changes with another airline operator coming in... It ismore likely you will get smaller aircraft. Some of our
people fed that the smaller the aircraft the less the safety factor. | subscribe to that belief too. | would not like to
travel in anine-seater if | can travel in aSaab. Thefire control services in some of these smaler aircraft are nowhere
near the same as they arein a Sagb. But passengers do not know that. If you ask Dick Smith, he will tell you. Itis
one of his pet theories. It was put to the Australian Transport Council that passengers should be aware of the degree
of safety that each class of aircraft has. If | had achoice, | would rather go in a Sasb than aPiper. That isby the by.

They are concerned that they would have a situation that happened on the Canberra route: someone comes in,
someone goes broke, and someone owes the local owner—councils mostly—a fair ded of money, as well as local
fuellersand al that sort of thing.

One of the concerns about not only Kingsford Smith airport but other privatised airports was that they might set the
pace with landing charges. When the landing charges were announced, in the formula for the privetised one thereis
a CPI-minus figure for the annual increase in charges. If that is applied to Kingsford Smith airport, or they call
themsalves now the SAC, they could operate the same way as the others, whereby they are limited in how much they
can increase their charges.

But that only applies to 40-odd per cent of the charges; it does not cover the other dugs that passengers get hit with—
car parking and other charges round the airport. One or two are looking at putting afuel levy on. That does not come
into that restriction on the price increase of CPI-minus figure put on them for five years. | do not think that will
worry Kingsford Smith airport for a year or two because | do not think that will be privatised for some time. Who
knows?

| think those are the basic differences in concerns about deregulation, time dots and pricing. We are very concerned
that the small aircraft are going to go up 200 or 300 per cent in landing charges. | think Mr Vaile has taken care of
that with subsidies for the very smal ones. They are probably not worrying so much about it now, but they did
initialy.

CHAIRMAN: A lot of both of our submissions and the management plans will contain the answers to a lot of
questions that members will ask you now. What | would ask you to do is take them on notice if they are not dready
incorporated in the documentation and submissions. How many scheduled services are there a day from Albury
airport? How many operators service Albury? And is the community satisfied with the leve of service? What size
planes are scheduled on the service, and are they appropriate? What is the largest plane that the Albury airport can
handle? What isthelevel of generd aviation usage a Albury airport.

What are the landing fees at Albury airport, and how do they compare with other airports? What is the capitd vaue
of the airport, and what is the rate of return? Does the airport require any expansions? If so, how will they be
funded? What impact would the deregulation of the Stat€'s air services have on country communities? If
deregulation proceeds, what would the council like to see the government do to ensure that services are maintained?
What would be the impact on the locd community of the mooted proposds to redirect country air services to
Bankstown airport? | will give you a copy of those questions. Would you take on notice those questions thet you have
not aready answered and supply uswith that information.
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Cr LANGFORD: Yes.

The Hon. E. M. OBEID: Councillor Langford, in the Albury City Council submission you have used passenger
numbers for the 1995-96 year. Why is that when there are up-to-date figures that others have submitted to us? The
reason | ask that is that shows 101,000 whereas in the current passenger list we got from other sources it shows
151,000 currently.

Mr WARD: We have only given you the passenger numbers for the Sydney route. They are not total passenger
numbers to Mebourne, Canberraand so on. The total number is 150,000. For the Sydney route it is about 102,000.
At the time the submission was prepared the financia year 1997-98 was not completed and we did not have the fina
figures a that stage.

The Hon. E. M. OBEID: | am sure you redlise that the cogting that you have got is a most controversid matter, and
you are going from $7 to $10 in one whack. How have you vaued the capital value of your airport in order to work
out your net return in accordance with the NCP values?

Mr WARD: The council has just received a further report from the joint finance and works committee on 13 July.
Y ou are free to have acopy of that report, which may answer that question.

CHAIRMAN: Yes.
Mr WARD: The book vaues have been used in thisanalysis, and all of that information that you are after isin this.

CHAIRMAN: If you would send that dong to us, we would be grateful. Or you could table it now if you have a
spare copy of it.

Mr WARD: | only have the one, but | could teble it if there are no further questions about it. But the book value
nominated in thisreport is $4.2 million.

Cr LANGFORD: Council is seeking an updated valuation of the airport. That isin the process of being done &t the
moment. As | mentioned earlier, we are following this up, and we will go through al the figures again and do the
budget on it, because we are very much aware of the oppostion out there. We had aways worked closely with the
airlines up till perhaps the last 12 months, when we have not been having our user groups and council meetings the
way we used to, and that is probably an interna problem that the council has got, for palitical rather than any other
reasons. But we are aware—and we have given a commitment to at least one of the airlines—that we will get
together with the users and have further talks when we have got further figures, because they are just sniping at one
another out there. We have dways tried to get on with the airlines.

The Hon. E. M. OBEID: Would you clarify one thing for me. What is the basis of your determination to increase
the landing cost for passengers from $7 to $10? When did this occur?

Cr LANGFORD: It has been to council and it is coming to council again. It has been up two or three times to have
another look at it. Mr Ward might like to answer that question.

Mr WARD: The council initially resolved to increase the cost on 23 March this year. There were representations
from the airlines to council, both by letter and by persona representations to one of its committees. Council then
resolved to further examine that issue. The report that you have before you now is a further examination of the
financia model using national competition policy guideines. | think that will possibly explain what you are efter.
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The Hon. E. M. OBEID: Councillor Langford, being chairperson of the Austraian Airport Association.
Cr LANGFORD: New South Wales branch, yes.

The Hon. E. M. OBEID: Are you concerned that councils could, as owners of the airports, increase the costs to a
rate where you will have airlines not using that airport? Isthere a possibility that you will put them out of businessif
you increase the charges, particularly in view of the fact that Kingsford Smith airport might be going privete, that it
looks like being sold. Do you think that is a possibility unless costs are controlled and contained at the bare minimum
in the interests of the community?

Cr LANGFORD: Bédieveyou me, | have given the matter alot of thought. | have watched movements around the
country in relation to the various airport charges, not just Albury. There are some airports that are not going to put up
their charges because they fed that the competition will move to another airport that is only 20 to 30 kilometres away.

| think there is a message in that anyway that we need both airports. | am not sure whose advocate | am there, but
there are some in the north-east of New South Wales that are close together, and there are one or two over the other
sde.

Quite frankly, one of these days maybe they will start using only one of those airports, and then the costs will be less
to the members of the community. But always at the back of my mind is that the people who use the aeroplanes are
the people who pay, not just the local community. For example, if you straddle the border and you have a couple of
municipdities, or you have a shire and a city and one owns the arport, if the shire owns the airport and the city
council does nat, it is the city council people and the business people who come in there and pay the landing taxes.
The user pays. | will give an example of the Mildura shire—and this happens to be in Victoria—there is a shire and
acity, and the airport isin Mildura shire, with a very low rate income, but it is the city people who use the airport.
How much can you charge per head to make sure your ratepayers do not suffer? You have got to try to bresk even
until you get the yells from the airlines, and then you have got to try to reach a compromise. But most of our people
could never charge enough to pay their way anyway. So it isthe community pays.

The Hon. E. M. OBEID: Onwhat | can seein the tables that have been provided to us, the mgjor airports such as at
Albury, Wagga Wagga and Coffs Harbour, are taking advantage of their size and passenger turnover and can literally
put up the figures, whereas the smaller centres that want to keep their airline services at any cost have reduced their
cogts. Going on your ling, if you have business people and you have agood transport system, business will follow and
that will create employment in that area. So maybe you might have one business person coming down to Albury or
Wagga Wagga, but in essence he could be creating economic activity for 100 employees. So it is hot just based upon
the community user, but on the benefit to the community. My concern isthat the tables reved that the bigger airports
are making their own rules as to how they charge and whether they are considering the community benefit by putting
up their prices, disregarding how beneficia the air services are to their community. | am not againgt returning costs
and building up sufficient reserves to enable you to keep maintaining your capita works projects.

Cr LANGFORD: | understand Wagga Wagga, for example, does just better than break even. Albury, looking at the
figures a the moment, is getting 8 per cent on theinvestment. We are trying to refine those figures. But we have just
had 20 airports that have been privatised, and al the people who have bought those airports have bought them to
make a profit. | do not think profit is a dirty word, but because we have the facility there and we can charge 8 per
cent, | do not think 8 per cent is over the fence. If wefind that it is, and we have more money than we need, we will
go back. By my fedling isthat we are not there to make a huge profit out of the airport. That is my persona feding.

And | was on council for some years before | found out that it did not work quite that way. | thought we try to bresk
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even.

The Hon. E. M. OBEID: You are suggesting that if figures show you are making a huge profit, you will bring down
the charges and it will be only areasonable profit on costs?

Cr LANGFORD: That would bewhat | would be griving for if | thought it was too much.

The Hon. J. GARDINER: Following on from Mr Obeid's question: in terms of the timetable, you said the $10
mooted charge is being reviewed in the lead-up to the next budget. Are you possibly going to change that figure
before you put it into the budget?

Cr LANGFORD: That isnot planned at this stage, no.

The Hon. J. GARDINER: So you are going to go ahead with it?

Cr LANGFORD: Yes.

The Hon. J. GARDINER: And then have areview afterwards?

Cr LANGFORD: | am sure we could make some adjustment, but it is a bit late then for the passengers because they
have come and gone and paid their tax. | am not sure how you would do a payback in retrospect, but we cannot put it
down now, because it is seen that we should be putting it up, until we go through al the facts and figures and the re-
valuation and so on, to see that it does ook squeaky-clean and that we are not overdoing it. But | would not like to be
seen to be part of that. That isapersond opinion. There are 11 other councils.

CHAIRMAN: Isthe 8 per cent return based on $7 or $10?

Cr LANGFORD: That isbased on the $10, | think.

Mr WARD: Yes.

The Hon. E. M. OBEID: Let me assure you, Councillor Langford, that governments are the best at manipulating
figures and how they are represented.

Cr LANGFORD: | would not disagree with that. | hope we are quite transparent.

CHAIRMAN: Locd government has abit more transparency.

The Hon. J. GARDINER: Could | ask aquestion of you wearing your Australian Airport Association hat. Y ou have
50 country airport owners in the Association, and you have mentioned in particular the northern group being
concerned about the question of deregulation. How many of the 50 airport owners in New South Wales share the
views of the northern group? In other words, does the Association itself and you come down to a policy decison on
the question, or whether you agree to disagree, and what is the proportion of those in favour and those againgt?

Cr LANGFORD: | find that abit difficult to quantify.

CHAIRMAN: Perhaps you could take that on notice.

Cr LANGFORD: | certainly could do some work on it. It tends to be that the smdler the village the more
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concerned it is about deregulation. So | would say that it is about hdf of our members. But the Association is split.
The Hon. J. GARDINER: Soit could be split down the middle?

Cr LANGFORD: Yes. Asl said, Wagga Wagga is not concerned about it, and we are not concerned about it at dll
a Albury. | would say at least haf our membersare. But | will try to define that for you.

CHAIRMAN: If you could, because there are only six or eight big ones.

The Hon. E. M. OBEID: It would go without saying that the fewer smaller airports there are, the more the regiona
arportswill benefit.

Cr LANGFORD: Yes.

The Hon. J. GARDINER: Haveyou ever heard of anyone who supports the idea of going to Bankstown?

Cr LANGFORD: No.

The Hon. J. GARDINER: Nobody at al?

Cr LANGFORD: Except John Fahey.

CHAIRMAN: | think he changed his mind very quickly. | think it was next day.

Cr LANGFORD: One point | did not make about going to Bankstown and the Very Fast Train. There are 140
commuters from regions who use Kingsford Smith airport aday. There are about 22 come out of Canberra, and about
18 out of Newcastle. The rest come from the regions. So, what the heck a Very Fast Train from Sydney to Canberra
has got to do with it, I do not know. What only one-seventh from Canberra has got to do with it | do not know. |

meant to mention earlier that the Very Fast Train isabit of ared herring.

CHAIRMAN: Thank you very much for your evidence, Councillor Langford and David Ward. We might write to
you. But would you send in that additional information that you have got.

Cr LANGFORD: Yes.

(The witnesses withdrew)
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TERENCE DAVID MCKENZIE, Managing Director, Country Connection Airlines Pty Ltd, sworn and examined:

CHAIRMAN: Mr McKenzie, in what capacity are you appearing before the Committee?
Mr McKENZIE: AsManaging Director of County Connection Airlines.

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

Mr McKENZIE: | did.

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

CHAIRMAN: Have you made asubmission to the Committee?

Mr McKENZIE: | have not.

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 confidentia session. Would you like to make a short presentation or
datement?

Mr McKENZIE: Y ouwould like meto make a short slatement on what items?

CHAIRMAN: On some of the issues that you might consider important, such as access to Kingsford Smith airport
and dot times and deregulation.

Mr McKENZIE: It is quite evident that the landing fees at Kingsford Smith airport isjust a move to shift the small
operators out of the airport. | do not redly think they care whether we go to Bankstown or not. | think that was
evident when they brought in Mr Fahey and took the matter away from the Minister for Trangport. The interesting
thing isthat they came out and said it would be $140. They have now pushed the media to believe that they are great
guys because they are reducing it from $140 to $100, when in actual fact we pay $27.50.

CHAIRMAN: Soyou are paying $27.50 per landing?

Mr McKENZIE: Yes. The$100 isdightly better than $140, but we could not sustain a $100 landing fee on top of
al the other charges. It costs us $60 now for terminal fees at Mascot. It costs us around another $20 to $40 per
aircraft for checking staff. If you take those into account, we have 1.3 people off an aircraft just to land in Sydney and
handle them. So any massive increase over $27.50 we could not sustain.

It is interesting to note that the other airports that have been sold have not been alowed to put their charges up.
Brishane is dtill on $27.50, and the others have been controlled in what they can put the fees up by—only the CPI.
Why Sydney can go to $100 | do not know. We have told that it will be phased in over afive-year period. It Sartsin
October. | have spoken to the Minister's office, and they do not know what the phase-in will be at this sage. So,
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basicdly, athough they have said it will be phased in, they do not know what the period will be. It could be over five
years, or it could be over two years. It will beamgjor burden on smal operators like myself.

| think enough has been said about landing feesin Sydney. Y ou probably have heard enough about it. In relation to
landing fees in regiona airports, | cannot complain about the councils of the five towns of Cootamundra, Y oung,
Cowra, West Wyalong and Forbes. We pay nothing at some airports, and a some we pay avery minima fee. Those
towns are more than happy to have the service and to provide the airport and terminalsfor us.

At the larger airports, | think it is quite evident that some of them are turning them into cash cows. They were given
to them by the Federa government, and now they are making a lot of money out of them. If it affected me, | think |
would holler abit louder than this. But, asfar asthetowns| service, | do not have any complaintsat all.

Asto the dlocation of dot timesin Sydney. Sydney is capped at 80 movements per hour, which is a political move.
Sydney will handle and operate correctly, | bdieve, with somewhere around 115 movements an hour. The dot times
is only a way of managing the 80 movements per hour and nothing else. It will be detrimental to the regiona
operators down the line. It isvery difficult to maintain the 80 per cent useiit or loseit for certain months of the year.
In January, we will have to cut flights back. We do combine flights. We base an aircraft at West Wyalong that does
West Wyaong and Forbes, and on days of light passenger loading we combine with Cowra because the Forbes
arcraft goes past 10 minutes before the Cowra one departs.

CHAIRMAN: Soyou do ahit of hubbing?

Mr McKENZIE: We do hub when necessary. The people understand it. You mugt redise that with a smal
operator like us, between 80 and 86 per cent of our passengers are regular users, business people, and they understand
that to keep it viable we do have to combine services. But, of course, that is detrimental to our retaining our dotsin
Sydney, so it will be an interesting meeting next week on dots to see whether, in their eyes, we have gone outside the
20 per cent of non-use. It will bevery close, but | do not think we will go over it.

Sotswill eventualy go to the mgjor cities. Y ou will find down the line that the peak period dots eventualy will end
up with the mgjor regiona carriers and will be taken away from the small towns. They should have been locked into
those small towns and not locked in with the airline itsalf. The dots should have been dlocated to the towns. No
doubt you could move them down the line with the right negotiation if the town became unviable. But | believe alot
of the small towns will lose their dots through takeovers. They only need to buy the business and the organisation to
move them; they do not need to operate under that name. They just need to buy the business and the organisation that
owns those dots. | think you will find down the line that the smaller towns will suffer from those dots being moved
to the bigger towns. Quite possibly too, with deregulation coming in, someone like mysdlf could move them off to a
larger centre. So they are not safe in any way, shape or form the way they are set up now.

If deregulation did come in, and we saw there was an opportunity to operate into alarger centre, and we needed the
dot from the smaler centre, it is not beyond the realms of doubt that for commercia reasons we may move those dots
oursalves to those larger centres. What | am saying isthat it is probably detrimental to me in many waysif they were
locked into the town, but | believe that in the interests of the communities those dots should be locked to the towns
and not to the operators.

Regarding the limit on smaller aircraft into Mascot, | suppose it is inevitable that they will try to move us out. But
Bankstown is certainly not acceptable in any way, shape or form. If they go ahead with Bankstown—well, they are
going ahead with Bankstown, going on the plans that have been drawn up—I believe that it should be at the option of
the operators as to whether they operate services to Bankstown as well as to Mascot. Very few of the people that we
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carry want to go to Bankstown. However, there may be other people who are driving who want to do businessin the
Bankstown-Parramatta area, and you may increase passenger numbers with extra services and cover both Mascot and
Bankstown. That isapossibility.

| think it is inevitable that Bankstown will have jet services to Brisbane and Melbourne. | think that is a foregone
concluson with the mgjor airlines that they will operate out of there at least to Brisbane and Mebourne. I that
happens, | beieve that some of the regionals will put services into Bankstown, but that will not be so with al services
because the mgjority of people either want to go to Sydney to do business in the central business district or that area,
or they want to connect with an oversess flight or a flight to somewhere ese that the jet services out of Bankstown
will not be servicing. So, to move out to Bankstown would basically ruin my business. | just do not think the number
of people would support that move. There may be the possibility of running one flight a day, on a hubbing system,
into Bankstown for people who want to go to that location.

On deregulation, | am completely down the middle of the road on the question. | ran on deregulated ports. All my
ports were deregulated. It was not easy. We had aregulator who was not doing his job, and you know the outcome of
what happened. But, while we have regulation there is no chance for me to expand. With deregulation, there is a
chance for me to expand my services, abeit possibly detrimenta to towns that | run because of the dot times into
Mascot. | do not believe that if | pulled out of those five towns tomorrow that any more than possibly two of them
would be serviced by another operator. | just do not think there is another operator who could run them viably. We
are fortunate that we own alarge aircraft maintenance company in Cootamundra called South West Aviation. That is
our main base. It would be very difficult for a Sydney-based operator to come out and run around those towns and
makeit vigble. Itisdifficult enough to keep it viable now.

So, if we went ahead with full deregulation—and | have run under it before, and it was not easy—then, yes, it dlows
me the opportunity to expand. If it remainsthe way itis, it just meansthat | will not have to go and borrow millions
of dollars and get more grey hairs. Basicaly, that ismy submission.

CHAIRMAN: If, & some later stage, you think of some other comments you would want to make, you might write
to us.

Mr McKENZIE: Yes.

CHAIRMAN: You did mention that the regulator was not doing hisjob. | takeit that that comment wasin relation
to the accident.

Mr McKENZIE: Yes.

CHAIRMAN: Did you have any more comments on that?

Mr McKENZIE: If weareon that subject. Itisnot part of the terms of reference.
CHAIRMAN: You aretaking about the safety regulator.

Mr McKENZIE: Yes.

CHAIRMAN: As opposed to the State governments regul ation.
Mr McKENZIE: Yes. They certainly were not doing their job back in those days. | think that became evident from
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the inquiry afterwards.
CHAIRMAN: That has changed though.

Mr McKENZIE: No. Itisabout to go to worse. Dick Smith is looking at downgrading al aircraft 10 seats and
under to what he calls air taxi. There was a meeting in Canberrarecently convened by Dick Smith. The government
would like to see the same level of safety for dl fare-paying passengers, whether it be a charter or regular public
trangport. Mr Smith said that it was impossible to lift the charter operators up to our standard, so we would have to
lower the standard of the smaller RPT operators. That has met with alot of resistance from us, because, on top of
doing that, he aso wants to change regulation 206(c), which says you must have alicence, et cetera, to run scheduled
sarvices and to advertise those schedules. He bdieves that with a service of 10 seets and under, anybody should be
able to advertise a service and run it without having the necessary licence. If he gets his way, it will be much worse
than it was before.

Operators like mysdlf, who are operating now, certainly will not lower our standard, which means that operators who
come in with a lower standard—not doing things like checking their pilots on the routes, et cetera—will have
operating cogts that are much lower, and it will be nearly impossible for us to compete with them. That consultation
in Canberrawas al done in an hour and a half, and | have seen now in a magazine that they have put out that they
are going ahead with the air taxi proposal. So that is probably going to have a greater impact than deregulation or
going to Bankstown. It will basically mean that, without any licences other than a charter licence, 1 can pull up at
Wagga Wagga airport on a Friday afternoon and say, "$99 to Sydney" and stick an advertisement in the paper, and
when it is full we will go. You will get alot of unsuspecting people who will jump on board. But that is what is
contemplated now.

CHAIRMAN: Isyour terminal outside the Qantas termind ?

Mr McKENZIE: | operate out of the Australian Jet Centre. It is very difficult to get termina space. | am in the
Qantas system, but there just is not termind space there. Even Eastern have difficulty getting enough ramp. Thereis
terminal space, but not ramp space. So | operate out of the Australian Jet Centre.

The Hon. J. GARDINER: [f dotswere able to be alocated to towns and not to the owners, are you saying you could
continue services to the smaller centres but then take the opportunity to perhaps capture some of the market share in
the regiona centre aswell?

Mr McKENZIE: What | said about the dots being allocated to the operator wasthat | believe that alot of those dots
from the smaller towns will end up in the bigger regional centres, being used by the bigger regiond centres. Thereis
no protection there for the smaler community to have adot time. If the operator who does Merimbula feels that he
would like to run another service out of Dubbo at 7.30 in the morning when he has a dot that comes in from
Merimbula, there is nothing to stop him from moving that dot to say Dubbo and Merimbula getting a flight at 10
o'’clock in the morning, and that does not suit business people. | think, down the line, the larger centres will win out
and the smaller ones will lose out.

The Hon. J. GARDINER: How many other businesses are roughly similar to yours?

Mr McKENZIE: Yanda Airlines, Dave Miller of Air Link out of Dubbo. There are only Yanda and mysdlf that
operate 10-seatersinto Mascot. We have Aeropelican operating 18-seaters, but the aircraft they operate are very dow.
The aircraft that we operate, athough they are 10-seat aircraft, do fit into the traffic flow much better than their
arcraft do. Wewill st right beside a 747 on parald runways dl the way.
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CHAIRMAN: Yandaisat Singleton, isit not?

Mr McKENZIE: Yes. Weareaminority that | think they would like to get rid of. But we do not in any way clutter
up their air space system, because our pilots are al trained to fly the aircraft about 30 knots than is norma on an
approach, and it does not hurt the aircraft. 1t iswell within its capabilities, but it puts usin at the same speed as the
jets on approach. We are dower on flying time, of course. It dl comes down to dollars—doallars to Mascot arport
when they sdl it. | might say that the State government probably should buy it; it would make a good cash cow.

The Hon. E. M. OBEID: Mr McKenzig, if we did have deregulation, what in your opinion would be the best way to
guarantee that small towns get service? Not consdering that people have to go by air for medica or other reasons
regardless of the cost, how do you provide that in some way they are guaranteed a service?

Mr McKENZIE: Only deregulating the towns over say 12,000 passengers ayear. Our main base is Cootamundra,
and the aircraft from Cootamundra goes to Sydney twice a day return. It goes Cootamundra, Y oung, Cowra, and on
to Sydney. The other aircraft that is based a West Wyaong does West Wyaong, Forbes and on to Sydney. We do
have the capability, with our timetable, to be ableto hub it if there is only aload for one aircraft.

The problem that | haveisthat, if someone came in under deregulation and took one of those towns away from me—
well, if they took any one, but if they took Cowra or Forbes, which are the two major ports—I would have to shut the
whole thing down. | could not run with any less ports. No doubt there will be some fly-by-nighters out there who will
try to do something like that. We have westhered them before, but whether | am interested in trying to weeather them
again and tear up alot of money, | don't know. So | would look very closdly at not deregulating anything under about
12,000 people. Now, that is towns much larger than | operate from. | carry around 10,000 peoplein total out of the
five towns.

CHAIRMAN: When you say 12,000 people, you mean 12,000 passengers?

Mr McKENZIE: | mean 12,000 passengers in and out of that port. It is a controlled deregulation. And let the
market forces sort out Wagga Wagga and Dubbo. | believe that one of the three mgjor regionasin New South Wales
will not survive deregulation, and | believe we will be back to two. | do not know whether Hazeltons could survive
deregulation if another operator came into a port like Dubbo. | may be wrong there. The other thing is that we have
only two reservation systems, and one belongs to Qantas and one belongs to Ansett. It is very easy for the reservation
system to put the other operator on the next page by going five minutes earlier. If you come up on the second part of
the screen, well, travel agents have a large turnover of daff, and even the airlines have a large turnover in
reservations, and if you try to make reservetions yoursdf it is like to talking to a brick wall very regularly. Mogt of
them do not even know to look at a second page and see whether there is another airline that operates. My estimate
would be two years and we would be back to two mgjor regional operators under deregulation.

CHAIRMAN: It has been proposed at a country summit that there be a charter of user rightsin an atempt to lock in
continued operation by regiona arlines into Kingsford Smith airport. However, it has been suggested to us this
morning that, unless that is done by legidation, or unless the legidation is amended to incorporate that proposd, it
would not be worth the paper it is written on. Have you got some comments on that? If you wanted to send
something dong in writing to us about what should be in the charter of user rights, you could send that in.

Mr McKENZIE: Y ou could writeit in there, unless there is something in there on charging.
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CHAIRMAN: Actudly, | think it is assumed that it is affordable guaranteed use.

Mr McKENZIE: Yes Unlessit isaffordable guaranteed use, there are two ways to regulate that.

CHAIRMAN: Have you got any comment to make on the difference between using a charter of user rights, which is
written in some document that does not have legidative force, or incorporating it in legidation? Do you have any
preference?

Mr McKENZIE: | would redlly have to think about that and find out the pros and cons of it.

CHAIRMAN: If you have some evidence on that particular subject, would you send us a letter? That would be
much appreciated by the Committee. | thank you very much for your time.

(The witnesses withdrew)
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JAMES LACHLAN GRANT, Regiona Manager, Southern, New South Wales Department of State and Regional
Development, and

FRANCIS HAROLD MILLEN, Member, Murray Regiona Development Board, and

GEOFFREY ANDREW LECOUTEUR, Project Officer, Murray Regiond Development Board, sworn and
examined:

CHAIRMAN: You have not put in asubmission, have you?

Mr MILLEN: That isright, Mr Chairman. We have only recently been able to complete it, and we would like to
submit that now.

CHAIRMAN: | now have someformal questionsto ask. Mr Millen, what isyour full name and occupation?
Mr MILLEN: FrancisHarold Millen, Computer Consultant.

CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Mr MILLEN: Asamember of the Murray Regional Development Board.

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

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

CHAIRMAN: We have just received the submission that you have tabled. Do you wish that to be included as part of
your sworn evidence?

Mr MILLEN: If youwould, Mr Chairman.
CHAIRMAN: Mr Grant, what isyour full name and occupation?

Mr GRANT: James Lachlan Grant, Regiona Manager, Southern, of the Department of State and Regiona
Development.

CHAIRMAN: Inwhat capecity are you appearing before the Committee?
Mr GRANT: AsRegiona Manager, Southern, for the department.

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 GRANT: | did.

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

Mr GRANT: | am, the agricultural one.

CHAIRMAN: Mr LeCouteur, what is your full name and occupation?

Mr LECOUTEUR: Geoffrey Andrew LeCouteur, Project Officer with the Murray Regiona Development Board.
CHAIRMAN: Inwhat capecity are you appearing before the Committee?

Mr LECOUTEUR: AsPrgject Officer for the Murray Regiona Development Board.

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

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

CHAIRMAN: If any of you should consider & 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.

Y our submission relates to the operation of regiona and rura air services. | take it that Jim Grant will have some
agricultural materia to table.

Mr GRANT: | have not read the terms of reference for the airports inquiry, and | will give my evidence in relation
to the agricultura inquiry only.

CHAIRMAN: Wewill ask Frank first to spesk to the submission.

Mr MILLEN: | would like the opportunity to speek to the submission. | think the Committee is probably aware of
the role of regiona development boards in New South Wdes. The Murray Regional Development Board covers an
area of southern New South Wales from Tumbarumba in the east to Wentworth, which abuts the South Austraian
border along the Murray River. The population within our region is about 120,000 people, and the region covers
approximately 90,000 square kilometres. The main population centres include Albury, Deniliquin, Corowa,
Holbrook, Tumbarumba, Moama, Jerilderie, Baranald, Wentworth, Moulamein, Culcairn, Berrigan, Finley and
Tocumwal.

Obvioudy, this region is quite remote from Sydney by road, taking anything from 7 to 14 hours to travel by road to
Sydney, and consequently air services are a very important component of the infrastructure and services available to
the communitiesin the region.

There are three mgjor regiona airports that are used by the region. There is only one actualy located within the
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Murray region, whichis Albury. However, there are also Wagga Wagga and Mildura, which islocated just acrossthe
river in Victoria, so they do provide a mgjor regiona service for the region. Out of those airports operate the regular
passenger transport to and from Sydney and indeed other airports.

Many business, professiond, local government, and government instrumentdity staff have a need to travel to Sydney
on aregular basis and consequently rely upon both those mgjor regiona airports and the rural airports throughout the
region. For many, it is an essential element of being able to operate or conduct their business that they have in the
region.

In the submission we have addressed dl of the issues raised in the terms of reference, but | might concentrate in this
ora submission on just the landing fees at regional airports with which we have particular issues, the impact of
deregulation of the air services in New South Wales, the alocation of dot times at Kingsford Smith airport, and the
proposalsto limit access to Kingsford Smith airport and divert that regiona traffic to Bankstown airport.

With regard to the landing fees a regiond airports, | might first say that even the smal rurd airports, where there are
not RPT services operating to and from, are very important for those communities that do utilise them. For example,
business people looking at business opportunities in that region can use those airfidds to fly in from Sydney, have a
look around, and fly out again. They are heavily used by aircraft that are used in agricultura operations such as agria
sowing, spraying and fertiliser application. Those activities are done from rurd airfields.

Also, there are charter flights that operate to or from other major regiona airports or from Sydney. That aso includes
charter flights that might be used by tourists or business. They tend to be used by aero clubs, gliding clubs, sky-diving
clubs, et cetera. They can be used for the delivery and dispatch of urgently required goods such as bank documents
that need to be delivered to Sydney, medical samples and other urgent deliveries.

Geophysica surveys and other mapping surveys are undertaken utilising those airfields, and even natura resource
management, involving for instance kangaroo population surveys, are underteken using the airfields. They are
obvioudy utilised by private aircraft operatorsin theregion. They are aso utilised by air ambulance, the Roya Flying
Doctor Service and other emergency services such as police, SES and fire services when there is a fire crisis within
thearea. They can be used for fire gpotting, mapping fires and fire suppression.

Landing fees are redlly the only source of revenue to the councils that do operate those particular airfields. Thereisa
table on page 4 of the submission that indicates those particular airfields that | am referring to.  That is the only
source of revenue available to the councils to maintain or upgrade the airports. However, many smdler councils are
reluctant to impose those landing fees, because anecdotal evidence that they have given us indicates that that can
discourage some of the sky-diving clubs, aero clubs, and gliding clubs. If they were to impose fees, those clubs, which
often draw visitors from out of town, will pick up their operation and move to another airfield. So most councils
actually sustain aloss on the airport operations due to that significant capita and operating expense.

Within that table on page 4 is an indication of the populations of those different local government arees. There is
certainly an impost asfar as the cost of that, on aper population basis, goes. Nonetheless, the councilsview them asa
community service obligation to their respective communities, and they also assist them with economic development.

Where landing fees are charged, that is normally done through the aircraft operators to calculate and remit the
appropriate amounts to the councils. Of course, that relies on an honour system between the aircraft operators and the
councils. An alternative would be incurring overheads employing council staff to undertake that collection, and that
would merely add to the costs of the overheads to the council.
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Because of that cost to council, the board believes it is worth investigating whether some additiona form of grant
could be considered, possbly using a formula similar to that utilised by the New South Wales Loca Government
Grants Commission, to enable some sort of compensation to be made to those rural councils that are operating
airports a aloss, so that there is not necessarily that larger impost on those smaler councils that have a very small
rating base.

I would like to move on to the issue of the impact of deregulation on New South Wales air services. The board
believes that the Albury-Sydney route is vigorous enough and robust enough to benefit from deregulation. Currently,
there are approximately 105,000 passenger per annum utilising that route. The board believes that a third carrier
could benefit that particular service through possibly the driving down of fares, which would obvioudy assist with
business development in the region and would assist the tourism element within the region aswell.

It is probable that that market could sustain only two carriers in the long term, but nonetheless the board would see
benefits in the deregulation of those larger airports. However, for the small regiond centres the board does have a
concern that that deregulation will have an impact on those smaller airports and airfields and believes that the State
government has a broader community service obligation to ensure that those more isolated communities do have
accessto air services. The concern of the board is that any carriers that are servicing those more remote airfields on
less viable routes could fal as a consequence of the impact of deregulation and through carriers looking at trying to
rationdise their operations to more viable routes.

Deniliquin is an example of this situation. It is approximately 2Chours from Albury by car. Until recently, they did
have RPT services operating between Albury and Deniliquin.  Unfortunately, the viability was margina and the
sarvice recently closed. We understand that there are some carriers looking at the possibility of re-introducing these
sarvices. Deregulation may have an impact there which may make them reconsider that. So, again, the board
believes that the State government could provide some sort of subsidy to carriers to either continue or commence
operations on some of those less viable routes, in a similar way to the sorts of subsidies that we understand ralil
sarvices get on fairly thin routes.

The other issue that | would like to alude to is the dlocation of dot times at Kingsford Smith airport. The board
understands that there is now a dot management system which does include the setting aside of dedicated regiona
dots for regiond airlines. We understand that these are not available for swapping or sale to domegtic interstate
operators or internationd services. We aso believe that new entrants will have access to those dots. But there are
some issues that we would like to raise.

Firgly, there is the issue of exigting carriers utilising their existing dots for newly entered routes. Under deregulation,
which isimminent, and the dot management system, the board believes that it is possible that airlines that currently
have routes within New South Wales but under deregulation would be looking to enter new routes that they have not
previoudy serviced, may be able to transfer their dot alocations from the less profitable routes to the more profitable
or lucrative routes. The hill does not seem to have much clarity on this point. It seems to be included with the dot
management system documents, which we have not been able to sight a this stage. That may lead to the less
profitable routes being abandoned by the carriers, and therefore having an impact on those more isolated rura
communities.

Secondly, there is the availability of dotsto new entrantsto New South Waes regional markets. Thereis an agpparent
commitment for those dot times to be alocated to new entrants. The board is not aware of the detail by which this
process will occur, and there is concern that if new entrants cannot gain access to pesk period dot times that could
affect the commercia viability of the servicesto regiona aress.
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Finally, with regard to this particular issue, there is concern that regiond carriers do continue to have access to pesk
period dot times. The board is keen that regiona carriers do have adequate access due to the importance of Sydney to
these peak period dot times.  Obvioudy, adverse dot times would affect business people and air travellers from
regiona communities in general being able to carry out their business in Sydney, which is such a key eement of
business and activity for communitiesin this area.

Mr Chairman, the final issue that | would like to talk on is the proposal to limit access to Kingsford Smith airport and
direct country services to Bankstown airport. The board is very resolute in opposing any proposals that would lead to
restrictions on regiona aircraft accessing Kingsford Smith airport by diverting those aircraft to Bankstown airport.
The board is concerned that the Federal government may plan to use Bankstown airport as an overflow, not only
during the Y ear 2000 Olympic Games but on an ongoing basis.

We are certainly concerned, as has been reported in the media, that the Minister for Finance and member for the
Badgerys Creek area, the Hon. John Fahey, is proposing that the overflow traffic from Sydney airport could be sent to
Bankstown ingtead of congtructing a second airport & Badgerys Creek. That, | suppose, raises a fear in the
community that there may be some vested interests that could adversdly impact on regional communities in other
parts of New South Wales.

We aso understand that from July this year the Bankstown airport will be managed by Bankstown Airport Limited, a
subsidiary company of Sydney Airports Limited, which we understand is the managing company for Kingsford Smith
airport. That raises suspicion in our minds that Kingsford Smith airport could increase the revenue by undertaking
some means of diverting smaller aircraft from Kingsford Smith airport to Bankstown airport.

We understand that regiona airlines make up 39 per cent of Kingsford Smith airport movements, or around 104,000
movements per annum. As | have stated, many air commuters from this region do travel to Sydney to do businessin
the central business area, or they have other air links to other regions of Augtrdlia, to other interstate services, or to
other international services emanating from Kingsford Smith airport. Obvioudy, if our regiona flights were
terminated at Bankstown, that would create enormous difficulty for those regiona travellers who are wanting to get
central Sydney or Kingsford Smith airport. We understand that a one-way taxi fare from Bankstown to central
Sydney commonly exceeds $40, and commonly exceeds 45 minutes in travel time, which has quite a significant
impact on hidden fare costs for any air travellers, as well as an addition period of time spent getting to and from either
central Sydney or Kingsford Smith airport.

We a0 believe that Bankstown airport is close to capacity. We understand the second Sydney airport draft EIS gave
Bankstown's capacity as 450,000 movements. We further understand that Air Services Audtrdia statistics for 1997
indicate that Bankstown's flight movements are 406,000 movements per annum. Obvioudy, if al regiond air
services were diverted from Kingsford Smith airport to Bankstown, that would exceed the capacity of Bankstown of
450,000 movements per annum. If this did happen, it is obvioudy going to have an impact in terms of going back to
the bad old days of Kingsford Smith airport where we spent alot of time circling Kingsford Smith airport waiting for
alanding dot, and generally creating inconvenience for passenger and additional costs for the airlines, and generaly
disrupting the type of businessthat the regional air traveller was looking to carry out in Sydney or beyond.

So | would certainly ask that the Committee ensures that regional communities are not hijacked by vested interests in
regard to Bankstown and Kingsford Smith airport, and that these issues that we have raised are considered by the
Committee. That, Mr Chairman, concludes the oral submisson. The Murray Regional Development Board would
like to thank the Committee for the opportunity to present these submissions and raise these concerns and issues with
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you. We do look forward to receiving your fina report.

CHAIRMAN: Your comments, and the comments of the Albury Council made this morning, suggest that you
cannot see any great disadvantages in relaion to deregulation and that there may be some advantages in price
dropping through competition. The council and another witness this morning suggested that they might get three
carriers for a period of time and that one of two things would then happen: they would either have fewer services and
smdler planes or one of the three operators would go broke. In fact, one of our witnesses nominated the one of the
three that would go broke. At the end of the day apparently there would not be a lot of difference in the current
services, He aso suggested that there would be a significant impact from deregulation on the smaller communities
with air services. Inherent in al that it would appear that there is a bit of cross-subsidy through the airport operator
subsidising the less profitable routes.

You suggested that, if there is deregulation, the way to get over that is for the government to make that subsidy. We
have yet to get evidence, but we have heard privately that that is the case in Queendand, that when Queendand
deregulated its air services for some of the unprofitable routes the government came to some arrangement with the
airlines to ensure that those services continued. So it would appear one way of maintaining those services would be
for the government, as a community service obligation, to subsidise those unprofitable routes that might suffer from
deregulation. The question that emerges from al of that is: What do you think might be the chances of subsidising
those unprofitable services, as distinct from letting the companies do that themselves?

Mr MILLEN: It isfairly dim, Mr Chairman, but | wondered if there was room for some sort of scheme for say
Avgas, similar to the 3 x 3 scheme for petrol; that is, whether there is some means of looking at that type of tax that
would enable the government to source some funds that could be passed on to those airfield operators. We have not
put that in submission.

CHAIRMAN: That is the firgt time | have heard that suggestion. You aso mentioned that from 1 July the
Bankstown airport would be run by the Sydney Airports Corporation.

Mr MILLEN: That ismy understanding, Mr Chairman.

CHAIRMAN: There might be some commercia reasons why the Sydney Airports Corporation might want to divert
the lower-paying smaller aircraft to Bankstown in future.

Mr MILLEN: Yes. | imaginetha under the changesin the landing fees at Kingsford Smith airport there would be
the possibility of increasing the revenue stream from landing larger aircreft rather than the smaler aircraft. Now, |
have not sat down and analysed that in any detail, but a quick overview of the changes in the landing fees at
Kingsford Smith airport would lead to that supposition that they would get a better income stream from a larger
number of passengersin larger aircraft with larger landing weights.

CHAIRMAN: Geoffrey, did you have some additiond thoughts on the airlinesissue before we go on to questions?

Mr LECOUTEUR: In relation to deregulation, you have raised the very critica areathat we have considered, and
that is whether aroute like Albury can sustain two or three carriers. There is a history there dready. Once upon a
time there was a single carrier who provided a jet service. Now we have a better service in terms of numbers of
services and times at which they leave, but they are on smaller aircraft, and they are dower services. | support the
board's view quite clearly.

If I could go back a step. Albury aready runs deregulated interstate services to Mebourne and to Canberra. They
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work quite satisfactorily, and | do not think anyone would voice any complaints about the way that they operate. We
would be fairly confident that, in the longer term, the deregulated service from Albury to Sydney will shake out to be
quite satisfactory. Clearly, there would be an advantage to the regional community, and possibly in terms of aircraft
movements into Kingsford Smith airport, if it was alarger jet aircraft running that route. But, again, it is difficult to
see how that could be deregulated. Redlly, it hasto bel€ft to the commercid interests to make that determination.

The Hon. J. GARDINER: A previous witness, speaking about the deregulation question, suggested that there
should be athreshold of perhaps 12,000 passengers per annum and that the market be deregulated for the larger areas
but that we till have managed regulation for others. Does the board have aview on that sort of suggestion?

Mr MILLEN: | do not think we have considered the particular question as to whether or not we could have a quasi-
deregulated market. | suppose, on the face of it, there may be some value in exploring that option to see whether that
would help to ease the impact on the more remote rural and regional communities.

CHAIRMAN: If there are any questions that you fed you might be able to get supplementary information on and
forward to the Committee, by al means do so. Y ou need not go away from the hearing today and think that that is
the end of your evidence. Y ou could send in any additional evidence you wish.

Mr MILLEN: We might take that question on notice then, Mr Chairman.
The Hon. J. GARDINER: Regarding your 3 x 3 Avgas proposal, have you canvassed that with any authority so far?

Mr MILLEN: No, not at thisstage. | suppose our knowledge of the air industry is not detailed, and we are not quite
sure as to what the current systems are.

The Hon. J. GARDINER: How isthe service from Mildurato Broken Hill going, do you know?

Mr MILLEN: | am not too clear on how that has been progressing. We do not get a greet deal of information from
the Mildura airport as to how the operations are going. | might ask Geoff to respond to that because there are
possibilities with the Addlaide to Milduraroute.

Mr LECOUTEUR: Thereisquite alot of interest in providing air servicesto that part of regiona Audtrdlia, and it
certainly has great benefits for us, the shire of Wentworth, which adjoins Mildura. There was only recently
introduced a service from Mildurato Sydney, and of course the Mildurato Mebourne routeis fairly well established.
The operators of that have been looking at potentia connections through Adelaide and other routes that would pick
up maybe places like Swan Hill and Deniliquin. My own view is that there is a commercia need for companies to
keep in contact with where the potential routes are, and that would be part of their normal activity. In relation to the
Mildurato Broken Hill service, that is not one with which we have had contact.

The Hon. J. GARDINER: The Mildura to Deniliquin problem might conceivably be helped by that Mildura to
Sydney route, the South Australian link.

Mr LECOUTEUR: Yes, it certainly could.

Mr GRANT: Mr Chairman, | beieve there are discussions currently taking place in relaion to one of those
Mildura-based airlines, picking up passengers through Deniliquin. There are certainly discussions currently under

way.

The Hon. E. M. OBEID: Anyone may wish to answer this question. Deregulation is al about having chesper fares.
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As much as you can trust politicians when they tell you "Trust me", can you trust private enterprise to ensure that the
bottom margin will not get bigger by deregulation, rather than the fares get smaller, affecting the smaller towns.

CHAIRMAN: Y ou mean likethe dairy industry?

The Hon. E. M. OBEID: The dairy industry is a very good example. | do not see how anyone can say, in fairness,
that the airlines will bring prices down as a consequence of deregulation. What is the incentive for the airlinesto do
that? All they are doing is cutting out the unprofitable aress that we have given them so that they can take the
profitable areas. | do not see how we can say to the government, "L ook, private enterprise wants to take the cream
routes, and we will leave you to subsidise aress that are unviable." It would be a grest world if we could do that, but
in essencethisisal about making sure that there are services for everyone. | do not know how we can deregulate and
alow the mgjor airlines to take the good routes and leave the smdll, less profitable sectors, which in most instances
feed into the main routes, for someone else to pick up the tab, whether it be the government or someone else. Do you
have acomment on that? It is hard to see how that would work.

Mr MILLEN: We share that concern with regard to the more remote rura and regional airfields that do not have
such ahigh passenger turnover as perhaps the likes of Albury. The other issue about Albury isthat, athough we have
two operators there, they are actually both badged under Ansett.

The Hon. E. M. OBEID: Competing against each other?

Mr MILLEN: Yes Our feding isthat if athird operator camein, it is likely to be a Qantas-badged operator who
might be more interested in trying to cut some of those fares on the Albury-Sydney route, which are often more
expensve than comparable interstate air fares at this stage because there is some commercia pricing there. But we
recognise that there is the view that fares may reduce if a Qantas carrier looked to enter that particular market. | think
your point is valid, and | guess the proof will be in the eating of the pudding as to whether we actudly see some
differencesthere.

The Hon. E. M. OBEID: We have not had great success at the moment with deregulating and expecting private
enterprise to do the right thing, unless we can legidatively force the issue.

Mr MILLEN: | will haveto leave that.
CHAIRMAN: We are abit pressed for time, because we have to get some agricultural information from you aswell,

0 if you are happy to send in more information on air services in New South Wales, we would be happy to receive
that.

(The witnesses withdrew)

(The Committee adjourned)
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