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INQUIRY INTO PROVISION AND OPERATION OF RURAL AND REGIONAL AIR SERVICES

MICHAEL JOHN DUBOIS, Airport Manager and Business Development Manager, Tamworth City Council and
Secretary, Northern New South Wales Airport Management Group; and

ALAN DAVID HARVEY, Airport Manager, Dumaresq Shire Council; sworn and examined:

CHAIRMAN: Mr Harvey, in what capacity are you appearing before the Committee?
Mr HARVEY: Asthe Airport Manager for Armidae airport.

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

Mr HARVEY: | did.

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

CHAIRMAN: Have you made awritten submission?

Mr HARVEY: | have not made a written submission, but | am party to the joint submission by the Northern New
South Wales Airport Management Group.

CHAIRMAN: Mr Dubois, in what capacity do you appear before the Committee?

Mr DUBOIS: | am appearing before the Committee today in two capacities; one as the representative of Tamworth
City Council, and secondly asthe Secretary to the Northern New South Wales Airport Management Group.

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

Mr DUBOIS: | did.

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

Mr DUBOIS: Yes, | am.

CHAIRMAN: You have made a submission on behalf of the Tamworth City Council and the Northern New South
Wades Airport Management Group. Would you like that submission to be included as part of your combined sworn
evidence?

Mr DUBOIS: Yes.

Mr HARVEY: Yes.

CHAIRMAN: If you should congider 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
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accede to your request and resolve into confidentia sesson. Mr Dubois, would you like to make a brief verbal
statement summarising some parts of the written submission?

Mr DUBOIS: Mr Chairman, our written submission has been ddlivered to the Committee. Rather than go through
that in detail, | would highlight a few points in relation to the submission. In relaion to landing fees at Sydney
Kingsford Smith airport, both the council and the northern New South Wales councils were happy to see the
reduction in the landing fees at Kingsford Smith airport introduced by the new Sydney Airport Corporation. However,
we do have some concerns in relaion to why they have eliminated peak period pricing at this stage. Under the new
Airports Act, there is the possibility that these peak charges can be re-introduced a some stage, because demand
charges are not capped under the lease agreement that eventudly will be signed by the lessee of Sydney airport.

In relation to dot times at Sydney airport, at the present time we are happy with the alocation that is provided to
regiond airlines. We believethisis fair and reasonable. However, once again, we do have concerns about the lease
arrangements that will come into play once that airport is leased out, and in particular that that lease does not cover
access to the airport by intrastate operations. We have had some rhetoric by a number of parliamentarians now that
this will dways be covered, however, we have concerns about that because Ministers come and go and governments
change. We would dearly love to see theinclusion of word "intrastate” in that |ease agreement specifically to provide
accessto the airport by internationd, interstate and intrastate operators. We fail to see why that cannot be included; it
issimply theinclusion of one additiona word that would certainly give alot of comfort to regional New South Wales
communities and to regiona New South Wales operators.

CHAIRMAN: Areyou only seeking inclusion of one word?
Mr DUBOIS: That is correct—inclusion of intrastate operations.
CHAIRMAN: Not "affordable access' for intrastate operators?

Mr DUBOIS: | think that will be something that the lessee will play with anyway. We would certainly like to add
"affordable”, but whether that comes about or not | do not know, but | expect there will be difficulty with the new
lessee. Another concern we have with dot times currently to Sydney airport is that, while we accept that the airline
needs flexibility in the dlocation of its dots and to be able to move those around on a day-to-day basis to auit its
operations, we do have concerns about the fact that the airline owns the dot, and not necessarily the community.

If an airline decides to go after another market, particularly if deregulation comesin, it can close down alesser route,
take those valuable dots, and apply them to competition on a more attractive market. What we would like to seg, if
dot times are going to be changed, is some consultation with that community prior to that decision being taken.
Either that, or that there should be a community representative on the dot committee, on which at the present time
they are not represented at dll.

In relation to deregulation of intrastate services, both my council and aso the northern New South Wales councils
have strongly objected to any deregulation of intragtate services. We do not believe that there will be any benefit
whatsoever in deregulation. Basicaly, you are talking about deregulating a market that is currently heavily regulated
by Sydney airport. The terminals there have long-term leases, that is, Ansett and Qantas. If you are not aigned with
one of those two airlines, then you will not get into those terminals.  Similarly, access to Sydney airport is dso
regulated through the dot times at the present time. So, what you are talking about is deregulating a service that has
got a heavily regulated market aready.

Basicdly, councils are subject to capita infrastructure costs to accommodate new entrants into their market. |If |
might summarise the position by saying we go through al the pain for no gain in the end. Our markets in regional
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New South Waes are reatively smal and stable. We do not have a huge market to draw from. Those markets
certainly have not increased substantially over the last couple of years. | think it is pertinent to note that even when
we have deregulation of the interstate routes, at the present time we are dominated by two airlines, and every time a
third airline looks like coming into being it never eventuates. Those two airlines have an enormous market on which
they can draw, and the restricted competition does not seem to work too well in that market.

That basicdly summarises our submission. We need access to Sydney airport. The option of putting us into
Bankstown airport is not viable at al. We need access to Sydney city, and we dso need access to Sydney airport so
that we will be able to join other domestic and international flights for both our communities. We need access to
Sydney. It isvitd for the redevelopment of New South Wales, but we dso need it for medica access so that the
communities of regiona New South Wales may go to Sydney for specidist treatment.

CHAIRMAN: Alan, do you wish to make averbal statement?

Mr HARVEY: Thank you, Mr Chairman. As| have said, we have not made a separate submission on behalf of the
Dumaresq shire. We are party to the northern submission. But | would expand dightly on that. Asfar asthelanding
fees a Kingsford Smith airport are concerned, it is our opinion that the flat fee per movement is not an equitable
charge to be applied across regional airlinesin particular. Smaller aircraft obvioudy do not need the same facilities,
runway lengths, heavy pavements, et cetera. It is our opinion that the annua tonnage/passenger fee is a more
appropriate and equitable charge that should be applied in those cases.

Hat fees are a thin wedge to pricing smaller aircraft out, and that would be to the detriment of our region. Asfar as
landing fees at regional airports go, in addition to what is in the submission, | would point out that Alan Tyrrell, the
CEO of the Regiond Airlines Association, on 30 April this year attended a meeting of the New South Wales division
of the Audraian Airports Association in Sydney and he stated that he did not consider the regiond airports are
overcharging.

In the submission it is pointed out that the regionals have to provide all facilities, whereas at Kingsford Smith airport
the airlines have to provide their own, so that one cannot directly compare fees and chargesin that way. In the case of
Armidale, since taking over full management of the airport in 1989 or 1991, the council has spent $517,000
upgrading the navigation system to get aircraft in. Initialy, we had a minimum of 1100 feet; that was the decision
height a which aircraft for the runway had a diversion. We are now down to 575 feet, and with the GPS approach
non-precison will be below 500 feet. That has made an astronomic difference to the service that we have been able to
provide to the local community.

Also, council has recently spent $3.3 million upgrading the terminal and the apron areas. Those facilities are made
available to the airlines as part of their flat fees, for their passenger and their tonnage fee. There is no rental charge
additiond for the buildings, or the use of facilities.

On the matter of dot times in Sydney, again our concern has been that there was no consultation with regiona
arports over the setting up of the dot system. An offer was even made at an airports meseting in Sydney that "We will
notify you of the next meeting." That never occurred. The meetings al went ahead. The regiona airport operators
were never involved. It is our concern, as Michael said, that the dots are owned by the airlines, and that they can
chop and change and decide, "Yes, | havea9 o'clock dot. It ismore important to me to take a plane in from a capita
city, or alarger regiona" and the smaller regionals can miss out and be alocated only lunch-time dots. Then you
have overnight accommodation problems if you have morning meetings in Sydney, plus possibly two nights if it runs
over and you have got to go home at lunch-time the next day.
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With regard to Bankstown, our concerns are that we have an extremely busy airport. It isjust about the busiest in the
country. To get regionds in there, it is no easier than getting into Kingsford Smith airport. The facilities at
Bankstown for passengers are virtualy non-existent, and there is a massive infrastructure cost to set that up. Trying
to get taxicabs and public trangport into the city, or across to Kingsford Smith airport for interconnecting flights, isa
nightmare, and an expensive nightmare.

As an example, in our case a Armidale, last year Lochheed-Martin committed to, and have gone ahead with, setting
up a satellite tracking station and communications station. Having direct access to Kingsford Smith airport, whilst it
is not the major, it was one of the major factors that influenced them to go to regiona New South Waes. | could
assure you that if they did not have that direct access, if they had to spend 40 minutes or an hour having to go from an
internationa or domestic terminal across to Bankstown to get to regiona New South Wales, we probably would have
seen that facility in Queendand or elsewhere. So it is important for regiona development and sustainability to have
that access, epecially for larger companies.

With regard to deregulation, in our case a Armidae the managed competition has helped us considerably. Having a
second operator, our air fares did reduce, our numbers increased, and it has been a very good market. Thereis clear
evidence that size of aircraft does matter. The smaller aircraft numbers have dropped off considerably. We have
another route that goes from Tamworth, to Armidale, to Brisbane, currently flown by Impulse. When they took over
that route they initially started off with smaller, unpressurised aircraft. They then expanded into a 29-seat pressurised
aircraft with cabin service. Their numbers did increase, but the aircraft was too big, and other things went wrong.

They then went back to the small aircraft and their numbers plummeted drastically and very quickly. They have now
settled on a 1900 aircraft with 19 seats, and their numbers have been continualy but dowly growing. But they drop a
lot quicker than they grow if they change their aircraft. In our case, we have Eastern with Dash-8s, Hazelton with
Saabs and Metroliners. Hazdlton has been increasing its Saab service. We have a growth of 3 per cent, and their
growth has been over 5 or 6 per cent. They are picking up more as they put more Saabs on in lieu of the Metroliner.
It does make a difference. If you deregulate and bring up smaler aircraft, the numbers will drop. And they are alot
dower to build up again than they areto drop off. As| said, our other fear with deregulation islosing the peak access
and the convenience of one-day tripsinto Sydney. Y ou could end up with two-day tripsif you have deregulation and
the larger aircraft are pulled out. Then we will be stuck with the smaller ones, which will have a mgjor economic
impact in our regions.

The other problem is that, if deregulation goes ahead, we will have concerns about compliance with Augtraian
Compstition and Consumer Commission (ACCC) requirements. As | have said, we provide the termina aress, the
counters, and the office areas. Our terminal is set up with three offices. There are sx counter spaces. The airlines
will not share offices. They have confidentiality requirements and they have security requirements. Our concern is
that if we had open deregulation and another operator or another two operators turned up and said, "We warnt to fly to
Sydney, you have to provide us with the same fecilities' we would not be able to afford to provide those facilities, and
we would run into ACCC problems. | think those are the main points that | would like to add to the other
submission.

CHAIRMAN: Michad, if | could direct a question to you first. You mentioned the number of people who are
flying, and that some of them are flying for medical reasons. Do you have any idea what the percentage of people
who fly are medica passengers, who are business passengers, or who are tourist passengers? Alternatively, could you
give the Committee the percentage who on-fly, because that is relevant when consdering a proposa about
Bankstown. We have heard from other people that between 20 per cent and up to athird actually hop on another
interstate or intrastate flight or go oversess.
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Mr DUBOIS: Mr Chairman, | do not have access to those figures, because they are airline confidentia figures. But
| can tell you that we notice that our market, particularly on the Tamworth-Sydney route, is quite business orientated.
Our worgt month of the year is January each year, when most businesses tend to close down. Then the business
traffic driesup. Yet that is our busiest month in terms of tourists and our Country Music Festival. 'Y ou would expect
that, with that festival, that would be our busiest month of the year for passenger numbers, but it is not by along way.
| think that is reflected right across regiona New South Wales that January is considered to be the downturn month
inthe aviation field.

In terms of medica access, Tamworth is used very heavily by the New South Wales Air Ambulance. On average, we
have one or two flights a day flying into Tamworth and going back to either Sydney or Newcastle airport. It isa
major regiond centre, with amajor trading hospital, and therefore is used quite heavily by the New South Wales Air
Ambulance, and dso by Westpac and Child FHight helicopters. In terms of actual numbers, | cannot tell you what the

percentage of passengers are.

CHAIRMAN: Mr Harvey, could you help in that regard?

Mr HARVEY: Itisasmilar answer on the numbers. | have agraph, which | hand up. It shows how the numbers
fluctuate. It is actualy the same result: in December and January they are lower figures. Our pesks are September
and April, which is assisted by the university camps. Discussions with the airlines at meetings at Armidale indicate
that they fed that about 70 to 80 per cent is for business travel, and that is especialy based on their frequent flier
regular passengers, whom they can track right through.

We started to do surveys. The response from the passengers was so poor that | do not think the figures could have
been credible. 1t was an titude of: we want to fly, we don't want to fill out forms. That was the generd result, so
that exercise was abandoned. | do not know whether the medical passengers are a significant number of our regular
passenger trangport. Similar to Mike, we have an Air Ambulance service on demand. It is probably four or five times
aweek that it comesin; sometimesit might be threetimesaday. | could not give you a break-up on that.

Mr DUBOIS: If | could add that the airlines guard their on-carriage vaue very closdly, but you would be looking &,
in terms of the Tamworth-Sydney route, of it being worth close to $4 million to $5 million for the two major domestic
airlines.

CHAIRMAN: Both of your councils would no doubt have management plans for a five-year period into the future,
and they would incorporate a number of things, like projections of humber of passengers and what plans you intend to
have for expansion and al that sort of material, as well as recoupment of costs. Would you take on notice to provide
uswith a copy of those management plans. If there are any other questions asked of you today that you would like to
take on notice and supply answers at afuture date, you may do that.

The Hon. Dr B. P. V. PEZZUTTI: Mr Harvey, how many flights aday to you have direct to Sydney?

Mr HARVEY: Eagtern provide three flights a day consistently and an overnighter. There is a morning flight that
leaves at 6.30; thereisareturn flight.

The Hon. Dr B. P. V. PEZZUTTI: Just how many. | do not need the timetables.
Mr HARVEY: Fiveflightsaday.

The Hon. Dr B. P. V. PEZZUTTI: How many passengers are taken to Sydney?
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Mr HARVEY: Approximately 60,000.

The Hon. Dr B. P. V. PEZZUTT]I: Isthat both incoming and outgoing?

Mr HARVEY: Yes.

The Hon. Dr B. P. V. PEZZUTTI: Orisitincoming only?

Mr HARVEY: No, both ways.

The Hon. Dr B. P. V. PEZZUTTI: So 30,000 go to Sydney?

Mr HARVEY:: | would not guess on the split. But 60,000 isour passenger number.
The Hon. Dr B. P. V. PEZZUTTI: Mr Dubbos, how many flights out of Tamworth? | think you told me 11 earlier.
Mr DUBOIS: That is correct.

The Hon. Dr B. P. V. PEZZUTTI: How many passengers, dl up, both ways?

Mr DUBOIS: We have 76,000.

The Hon. Dr B. P. V. PEZZUTTI: Interms of dot time allocation, my understanding is that the dot times are set
by acommittee made up of al airline companies. Isthat your understanding?

Mr DUBOIS: That is correct.

The Hon. Dr B. P. V. PEZZUTTI: Given that the number of passengers into Ballina is 100,000, or 110,000
actualy, and Badllina has four flights to Sydney and back a day, do you think it is equitable for Bdlina to have four
flights carrying 100,000 with four dot times, compared to Armidae with five, carrying 63,000 passengers, and
Tamworth with 11 flights carrying 76,0007

Mr DUBOIS: That depends on what the airline bids for and the type of equipment that they operate on that
particular route.

The Hon. Dr B. P. V. PEZZUTTI: If dot times become the red issue, in other words the rea pressure on Sydney
Kingsford Smith airport is dot times, and when people can land, do you think it is equitable for regiond people that
Tamworth has 11 dots and Balina has four?

Mr DUBOIS: That isup to Balina, | suppose, to bid for more with the airlines.

The Hon. Dr B. P. V. PEZZUTTI: | asked you if you thought it was equitable.

Mr DUBOIS: | cannot answer that. That depends on each council.

The Hon. Dr B. P. V. PEZZUTTI: Intermsof accessto Kingsford Smith airport, at some stage there will be alimit
reached, whether it is under managed competition or open deregulation. What difference would it make with open
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competition or with deregulation in terms of the number of dot times allocated to Ballina?

Mr DUBOIS: At the present time, my understanding isthat thereisapool of dots available for regional New South
Wales which the airlines bid on. Now, if they require more dots at Ballina, | am sure the airlines would bid for more
dotsfor Balina

The Hon. Dr B. P. V. PEZZUTT]I: If that comesat a cost to Tamworth or Armidale, what would be the response of
Tamworth and Armidale?

Mr DUBOIS: We would object strongly to it if we had dots taken from our particular route and applied to another
route.

CHAIRMAN: All dotsare not used at the moment.

The Hon. Dr B. P. V. PEZZUTTI: | am aware of that. But at some stage, if there were deregulation and Ballina
got 11 dots aday—which would be redlly nice for the people of Ballina because they could travel alot more—

Mr HARVEY: | don't think it would be.

The Hon. Dr B. P. V. PEZZUTTI: | amjust saying in terms of choice. It could easily cover that sort of route with
that many passengers, with the same size agroplanes that Tamworth has, because it is carrying amost as many times
again the number of Tamworth passengers.

Mr HARVEY:: Y ouwould downgrade the service.

The Hon. Dr B. P. V. PEZZUTTI: How would Tamworth respond to a reduction in dot times, and what can you
do about it?

Mr DUBOIS: We would certainly object very strongly to both the dot committee and aso the State and Federd
governmentsif we wereto lose our dots.

The Hon. Dr B. P. V. PEZZUTTI: Who determines where the alocated dots go? You say it istheairlines. What
do you recommend that the Committee does to ensure that communities have access to Kingsford Smith airport,
rather than it being atrade thing for the airlines?

Mr DUBOIS: | believe that the community should be consulted if those dots are going to be taken from them.

The Hon. Dr B. P. V. PEZZUTTI: Even if they could be consulted, what do you think this Committee could
suggest to the government as an action plan, rather than just a consultation? | mean, governments always consullt.
Thisinquiry is about the Parliament requiring the government to consult, and the government did not consult when it
brought in the legidation into the lower House. Apart from just talking, do you think there is something that the
government can put in place to ensure that communities have equitable access to Kingsford Smith airport?

Mr DUBOIS: It could be done in either of two ways: either that they are given adot time for that particular route—
and it may be that there is a reduction in the number of dots that they currently have—or, dternatively, there may
have to be some form of hub and spoke operation whereby they have gill got accessinto Kingsford Smith airport.

The Hon. Dr B. P. V. PEZZUTTI: | have in mind whether there could be some equitable formula. Obvioudy,
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there is a need to protect the small routes, those carrying less than 11,000 or 12,000 passengers, places like Inverdll
and so on. But, for the bigger routes, like, Tamworth, Lismore and so on, should there be a dot time on the basis of
the number of people who fly, or access on the basis of distance? On what distance do you think we could make a
reasonable argument to government, so that we could ask the Commonweslth to regulate to make sure that Kingsford
Smith airport, when it is privatised or even under its present arrangements, could have a formula that everyone
thought was fair and that everybody could work to?

Mr HARVEY: | bdieve that regionaly there needs to be an alocation of dots in the pesk aress for at least one
serviceto get into Sydney at the peak times.

The Hon. Dr B. P. V. PEZZUTTI: How many aeroplanes can land in Sydney in any one hour?
Mr HARVEY: Eighty isthe capped redtriction.

The Hon. Dr B. P. V. PEZZUTTI: Given that that includes dl of the international and interstate jets and that,
looking from thisligt, there would be at least 60 regiona airports, how would you ensure that regiona airports have a
reasonable and fair share of accessto Kingsford Smith airport, without just using our grunt and our political pressure?
What would be afair and reasonable way in which we could suggest to government that it might ded with thisissue,
whether it is regulated or deregulated, because the same issues apply whether there is regulation or deregulation, do
they not?

Mr DUBOIS: That is correct.

The Hon. Dr B. P. V. PEZZUTTI: Have you thought of afair formula that Kingsford Smith airport could usein
allocating dot times?

Mr HARVEY: Not so much aformula, but a the moment virtually every regiond airport has a pesk dot access—
well, there are two or three that do not have peak dot access, and that was a decision of the airline to not use that dot
for that airport. As| said before, | believe there are dots available and the time is there so that the airports could be
allocated at |east one peak dot time per regiond airport, but not so much aformulabut a requirement.

The Hon. Dr B. P. V. PEZZUTTI: Looking at this map, | do not know how many dots are there, but there are
certainly more than 40.

Mr HARVEY: | would not guess a the number of dots. But, as | say, a the moment virtudly al regionas have
peak accessinto Sydney, and that is at the airlines discretion.

The Hon. Dr B. P. V. PEZZUTTI: What was the value of the land and infrastructure that was handed over to
Dumaresq Shire Council by the Commonwesalth when it handed over the control of the airport to you?

Mr HARVEY: At thetime of the actual handover, the airport ground itself was approximately haf the size that it
currently is.

The Hon. Dr B. P. V. PEZZUTTI: | am asking you the vaue in 1998 vaue terms.

Mr HARVEY: Our current valueis $9.26 million, of which we have invested over $5 million worth. So about $4.5
million was the vaue.
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The Hon. Dr B. P. V. PEZZUTTI: Thereisdepreciation in the middie.

Mr HARVEY: There has been depreciation since then, yes.

The Hon. Dr B. P. V. PEZZUTTI: So you have never redly had to recover the full cost of a $9 million investment,
whereas Kingsford Smith airport, as | understand, now operating as a corporation, has to recover the full accrua
accounting cost of itsinfrastructure.

Mr HARVEY: Wearein the process of doing full accrual accounting.

CHAIRMAN: The councils have the same accounting processes, and they must do exactly the same. It isastandard
accounting method.

The Hon. Dr B. P. V. PEZZUTTI: What other incomes do you get from your airport?

Mr HARVEY: We haveleasesin the building areafor tenants for a restaurant, we have a service station tenant, and
we have severa tenants on the airport with hangers and aircraft maintenance facilities.

The Hon. Dr B. P. V. PEZZUTTI: Arethey direct tenants to the council or to the airport?
Mr HARVEY: To the council. They lease the land from the council.

The Hon. Dr B. P. V. PEZZUTTI: If somebody made a complaint about the operation of their business on that
land, who would dedl with that complaint?

Mr HARVEY:: It would depend on the nature of the complaint. If it isa matter relating to the airport itself, then |
would be the person who dealswith it. If it isan environmental matter, it would be a combined matter for mysdlf and
the Environment Protection Authority.

The Hon. Dr B. P. V. PEZZUTTI: Intermsof theflights, you have two airline operatorsinto Armidale.

Mr HARVEY: From Sydney, yes.

Mr DUBOIS: We havetwo.

The Hon. Dr B. P. V. PEZZUTTI: There used to be three.

Mr DUBOIS: Only two.

The Hon. Dr B. P. V. PEZZUTTI: Given that you have got small numbers of passengers, isit difficult for the two
operators to operate into your two airports?

Mr DUBOIS: In the case of Tamworth, Tamworth is most probably about a one and a half airline route. 1 think
once you start to look a round about 100,000 passengers, it becomes viable for two arlines.  Above 100,000
passengers you are starting to get into athree-airline operation.

The Hon. Dr B. P. V. PEZZUTTI: In the current arrangements, if somebody has a licence and does the bid with
the Air Trangport Council and gets access to a licence, do you know whether there is any pendlty if the operator does
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not comply with the licence?

Mr DUBOIS: Atthisstage| do not believethereis. The operators smply lose their licenceif they do not perform.
The Hon. Dr B. P. V. PEZZUTTI: Andthereisno pendty for theloss of that licence?

Mr DUBOIS: No.

The Hon. Dr B. P. V. PEZZUTTI: Can they negotiate with the Air Transport Council for a change of size of
aeroplane without further consultation with the community?

Mr DUBOIS: Yes.
Mr HARVEY: Yes.

The Hon. Dr B. P. V. PEZZUTTI: And when they go for the bids for the licences, while the community might be
consulted, who makesthefinal decison?

Mr DUBOIS: The Air Transport Council.

The Hon. Dr B. P. V. PEZZUTTI: In other words, the local community has ho final say asto either the operator or
the size of the aircraft?

Mr DUBOIS: That is correct. In actud fact, that is one of our comments. that maybe it should be I€eft to the loca
councilsto tender for their air services.

The Hon. Dr B. P. V. PEZZUTTI: What substantiad difference would that make between a regulated and a
deregulated service, from acommunity control point of view?

Mr HARVEY: | am sorry, would what make—Michadl's comment or what?

The Hon. Dr B. P. V. PEZZUTTI: In other words, given that the final say is with the Air Transport Council, and
that the dealings between the Air Transport Council and the licensee about the size is entirely without further
consultation, what difference would it make whether it was regulated or deregulated, in terms of community input?
Mr HARVEY: If it were deregulated, there would be no community input. At the moment, we do have the
opportunity to have input on the licensing. That input is taken into account. My appreciation of what is happening
with our licensing is that the community'swishes arefairly closely listened to.

The Hon. Dr B. P. V. PEZZUTTI: But they do not come back to you if thereis a change in the licence conditions.
Mr HARVEY: That iscorrect. They do not haveto.

CHAIRMAN: No, they do not haveto, but it isin the Act thet they can.

The Hon. Dr B. P. V. PEZZUTTI: They can, but they don't.

Mr HARVEY: | understand that in some cases they have. But we can aso go to them and raise our problemsif we
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hear that this is happening, or complain about what has been happening and find out what can be done. But their
hands are tied by the legidation that they have to operate under.

The Hon. Dr B. P. V. PEZZUTTI: In your submisson, Mr Dubois, a page 3 you ded with landing fees at
Kingsford Smith airport. Y ou talk about the difference between a Boeing 747 with more than 400 passengers, versus
a19-36 passenger regional. Y ou want to look at charging on a per-seet basis. Given that the jets are operating on an
international market and the regionas are operating on an internal market, can you not see that that would
dramaticaly skew landing fees at Kingsford Smith airport and make them uncompetitive internationally?

Mr DUBOIS: It depends on how you alocate. What | am saying is that any increase in landing fees at Kingsford
Smith airport are more reedily absorbed by a Boeing 747 on a per-head basis than they are on aregiona aircraft with
only 36 sedts.

The Hon. Dr B. P. V. PEZZUTTI: | am aware of that.

Mr DUBOIS: If you put up your landing fees by $100, it is easier to offset that cost over 400 than it is over 36.

The Hon. Dr B. P. V. PEZZUTTI: Ye we have not received very much complaint a al about the standard
minimum charge in any of the evidence that we have received so far.

Mr DUBOIS: From regiona airlines?

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

CHAIRMAN: | think we have.

Mr HARVEY: | think there was relief that it actually went down.
The Hon. Dr B. P. V. PEZZUTTI: That isright.

Mr HARVEY: They had fought vehemently against the charge, and | think they have become resigned to the fact
that there is going to be a minimum charge, and so they have fought hard to keep it aslow as possible.

The Hon. Dr B. P. V. PEZZUTTI: They wererdieved that it was set at the rate that it was.

Mr HARVEY: | think if you set anything high enough, anyone will be rdieved when it is dropped.
CHAIRMAN: Becauseit went from $27.50.

The Hon. Dr B. P. V. PEZZUTTI: Yes and now itisaset fee.

Mr DUBOIS: | think there was rdlief to start off with, but over the next four years the actual price will increase to
above what they are currently paying now.

The Hon. Dr B. P. V. PEZZUTTI: Isthat s, or isthat afear?

Mr DUBOIS: No, that isaset fee of $100.
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The Hon. Dr B. P. V. PEZZUTTI: Butisit your fear, or isit redl, that it will increase over the next four years?

Mr DUBOIS: Weél, it will increase over the next four years, because a the present time a Metroliner only pays
about $56 for alanding in Sydney. That fee will actualy double. The smaler aircraft will pay more.

The Hon. Dr B. P. V. PEZZUTTI: But, over four years, from thefeethat is set to sart from—

Mr HARVEY: Itisset a $100, and it goes up to $120.

CHAIRMAN: It takes about four yearsto get to the $100.

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

CHAIRMAN: Whenit getsto the $100 in four yearstime, he will actualy be paying double.

The Hon. Dr B. P. V. PEZZUTTI: Yes Apart from that, are you concerned that it will go higher, or that the
Metroliners will be priced out? And what can we do about it? What we are trying to find out, as quickly as we can
because we have not got much time, is what you think we should suggest to government to deal with this matter.
That iswhy | am asking for definite answers so that we can get evidence.

CHAIRMAN: | think itisonly limited for four years.

Mr DUBOIS: That isright. But, a the present time, under the lease arrangements, with the airport thereisa cap on
those sort of landing fee prices that can be s, in that you cannot increase them dramatically above a set formula, but
there is no cap placed on a demand price, and a demand price can be a peak period price. So, while at the present
time they have eliminated the peak period pricing and put in this base $100 minimum charge, in another two years
time the airport operator can come out and say, "We are now putting in demand prices." Then, the peak period
charge may be $500 to land at the peak period time.

The Hon. Dr B. P. V. PEZZUTTI: Given that that is afear, what can we do?

Mr DUBOIS: What | am saying is that there should be a cap on demand prices as well, so that the lessee cannot
turn around and start charging peak period pricing again.

The Hon. Dr B. P. V. PEZZUTTI: What other mechanism would an operator at Kingsford Smith airport, whether
it is privatised or government owned, have to regulate the large number of small and large operators wishing to access
something which is very limited, like 80 dots per hour?

Mr DUBOIS: The 80 dots per hour is not set by the airport operator; that is set by the government.

The Hon. Dr B. P. V. PEZZUTTI: Do you think the government should increase it to 120? Isthat the solution?
Mr DUBOIS: Certainly. Theairport hasafar greater capacity than 80 dots an hour.

The Hon. Dr B. P. V. PEZZUTTI: Do you think it is more redlidtic, or less redigtic, to believe that in 2003 any
government will allow Kingsford Smith airport to operate 120 flights an hour?

Mr DUBOIS: | cannot answer that for the government becauseit is very politically motivated.
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Mr HARVEY: Therestriction is anoise-based restriction.
The Hon. Dr B. P. V. PEZZUTTI: Yes
Mr HARVEY: Regiondly, it is not anoise problem.

The Hon. I. M. MACDONALD: Isit posshble to increase it to 120 but to restrict the additional number to lighter
arcreft?

Mr DUBOIS: Exactly right.

Mr HARVEY: At aconference in Sydney we raised exactly that issue with John Fahey. That was about September
two years ago. His answer was, "Eighty is the number, regardiess of mix." We believe that the mix is an important
part of the 80.

CHAIRMAN: The Sydney Airports Corporation has actudly told us that that mix is very important. It wantsto see
the regiond airlines continue to land there because that 30 per cent or 40 per cent of flights are not noisy.

Mr HARVEY: Yes.

The Hon. Dr B. P. V. PEZZUTTI: Sotheredity isthat it would not be possible to increase it to 120, just to alow
more of the less-noisy aeroplanesin, because otherwise you would then have 80 noisy aeroplanes coming in and out.
So, given that that is not likely to happen, what other mechanisms, apart from price, could the airport operator use to
ensure that the owner, first, got vaue for money and, second, gave reasonable access to regiond airports?

Mr DUBOIS: That isthe use for smaler runways for regiona aircraft. They do not need the larger runways; they
can land on the cross runway. That then becomes a matter for decision between Air Services Austrdia as well,
because it comesinto the picture.

The Hon. Dr B. P. V. PEZZUTTI: But there are only 80 an hour. What other mechanism can Kingsford Smith
airport use, apart from price, if the pressure becomes extreme?

Mr HARVEY: The 80 an hour is a problem at peak times only. The demand on pesgk is not necessarily an
international demand; that is a scheduling thing. Most internationd passengers do not have a problem with off-pesk
landings.

The Hon. Dr B. P. V. PEZZUTTI: They land & 6 o'clock in the morning.

Mr HARVEY: But they are working in with other arrangements. The mid-day runs are not important to the
international passengers.

The Hon. Dr B. P. V. PEZZUTTI: | am taking about the peak, which iswhen loca people want to get to Sydney
between 8 and 9.

Mr HARVEY: Oneway isto take internationals out of the pesk area.

Mr DUBOIS: We cannot do that.
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CHAIRMAN: Wewill move on.

The Hon. J. R. JOHNSON: Gentlemen, are your airports affected by fog?

Mr HARVEY: Weare.

Mr DUBOIS: At Tamworth, no. Wewould probably be closed with fog twice ayear, if that.
The Hon. J. R. JOHNSON: Doesthat have an effect on your landing rights?

Mr DUBOIS: Yes, it does. Obvioudy, if the arline cannot leave Tamworth to get its dot into Sydney, it has to
apply for another dot.

The Hon. J. R. JOHNSON: Doesit run into difficulties?

Mr DUBOIS: If itisinto the peak period, yes, it would.

Mr HARVEY: It doeson ours. It causes considerable problems. When they cannot get off the ground at Armidale,
they have to reschedule their dots, and then when they could get off they could have another holding time on
Armidale because they do not have another dot into Sydney for another 20 or 40 minutes.

CHAIRMAN: They cannot get off?

Mr HARVEY: Some morningsthey cannot. Y ou must have aminimum 400 metres of vighility for take-off.

The Hon. J. R. JOHNSON: Do your transport operations at your airports make a profit?

Mr HARVEY: Theairport does make a profit, yes.

Mr DUBOIS: Tamworth makes aprofit. Whether the airlines make a profit is up to the airlines, | suppose.

The Hon. J. R. JOHNSON: | am just concerned about the loca councils. Tamworth of recent times has had to
write off a consderable amount of money because one of the airline operators went belly-up.

Mr DUBOIS: That is correct.

The Hon. J. R. JOHNSON: How much wasthat?

Mr DUBOIS: $210,000 at this stage, providing we do not get any recovery under the deed of arrangement.

The Hon. I. M. MACDONALD: Mr Dubois, a page 2 of your submission is a comment that | would like you to
amplify. "Thereisaso concern that under the Airport Act the eventud lessee of Sydney airport can re-introduce peak
period charges as no capping will apply to demand charges." Y ou have dedlt with thisafair bit under the question of
the Hon. Dr Pezzutti. Do you bdieve that when the airport is privatised—as | understand it will be in the next few
years—that the Federal government should stipulate some conditions to dleviate the point that you make?

Mr DUBOIS: Definitely. | believeit isan avenue that is available to the lessee to increase his profit by introducing
demand prices.
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The Hon. I. M. MACDONALD: So the condition would be of some control?
Mr DUBOIS: Controlsthat demand charges cannot be introduced.

The Hon. I. M. MACDONALD: Later on, a 0.4, you say, "Airport congestion was a mgor problem with
deregulation in Canada and the US on which IPART based their recommendations for New South Wales." Can you
give us further information about this situation that developed in Canada and the United States because it is very
interesting?

Mr DUBOIS: Bascdly, if you have a look a what occurred in the United States, it went through a period of
upheaval, where quite a number of operators joined to operate services and that is now starting to settle down, and the
smaller operators are falling out. It is getting back to what it was originally under a regulated market, where you had
just the mgjor operators operating. What | am saying is basicaly what | said earlier to you: you go through this
deregulation period, and eventualy you only ever end up with two operators because they control the facilities at
Sydney airport. So, unless you are aigned with one of those two operators, you just do not go anywhere. | am saying
that we are trying to introduce deregulation into what is a very regulated market. So, in the end, what will we achieve
by deregulation?

The Hon. I. M. MACDONALD: You havelooked a evidencein relation to the United States.

Mr DUBOIS: That isright. That was presented by IPART as part of its submisson—that they based it on the
Canadian and United States scenarios.

The Hon. I. M. MACDONALD: Have you looked at deregulation in other States?
Mr DUBOIS: It occursin most other States, but they do not have the problems that we do at Sydney airport.

The Hon. I. M. MACDONALD: Was the argument that deregulation is a success in other States, such as South
Austrdiafor instance? Would you believe that would be applicable to our situation?

Mr DUBOIS: No.

The Hon. I. M. MACDONALD: Arethere any other factors that you believe would be negative in the experience of
other States?

Mr DUBOIS: | am not aware of their situations, but | think what has happened over there has grown up over a
period of time. They Hill have the problems where new operators come in and fail because they cannot compete
against the mgjor playersin the reservation systems.

The Hon. I. M. MACDONALD: Would you agree that Western Australia has a much lower population and many
fewer regiona centresthan New South Wales?

Mr DUBOIS: Yes. But while in Western Augtrdia it is a deregulated market, the licences are till issued by the
State government. So thereisaform of regulation.

The Hon. I. M. MACDONALD: So thereisa process that they have to go through.

COFFS HARBOUR, 27 AUGUST 1998 269 MR DUBOIS AND MR HARVEY



STANDING COMMITTEE ON STATE DEVELOPMENT

Mr DUBOIS: Yes.

Mr HARVEY:: Also, one of the differencesin Western Australiais that there is a State trangport strategy. While the
air trangport part may be deregulated, there isalot of assistance and strategy put into where the airports are and how
they will operate. The financing of the airport is dso partly State-funded in those cases. So it is a different strategy.
Itisnot just asingle part of deregulation through there as well.

The Hon. I. M. MACDONALD: IPART placed alot of storein what had gone on in other States.

Mr DUBOIS: Yes.

Mr HARVEY: Yes.

The Hon. I. M. MACDONALD: For instance, would you not agree that one could not compare Victoria with New
South Wales, it being asmaller State, with fewer airports?

Mr DUBOIS: Yes.
Mr HARVEY: Yes.

The Hon. I. M. MACDONALD: The stuation with Tullamarine would be quite different from the situation at
Kingsford Smith airport, would it not?

Mr DUBOIS: Yes.

Mr HARVEY: Vey different. Also, Victoria has a very different road network, and for other than the extremities
of Victoria, peoplein the regiona aress of Victoriawho wish to get to Melbourne for business or other purposes have
never been so much reliant on air transport.

The Hon. I. M. MACDONALD: Itisamuch smaller State, iswhat you are getting at.

Mr HARVEY: Yes.

The Hon. I. M. MACDONALD: What about Queendand? They seem to have some sort of community service
obligation arrangement that backs up their system.

Mr DUBOIS: They do have acommunity subsidy for alot of those airlines that fly into the more remote regions.
The Hon. I. M. MACDONALD: So IPART's argument that New South Wales should follow the other States you
believe would be comparing apples to oranges?

Mr DUBOIS: Exactly.

Mr HARVEY: Itisvery sdective.

Mr DUBOIS: | think New South Walesis aunique State as far asair trangport system is concerned.

The Hon. I. M. MACDONALD: It would have many more regiona centres with above 10,000 passengers than any
other State?
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Mr DUBOIS: Yes, very much so. That iscorrect.

The Hon. I. M. MACDONALD: With its distances, the demand in this State would be higher for those sorts of
regional services.

Mr DUBOIS: Yes.

Mr HARVEY: Another fact isthat in other States they aso have their mining and other industries, such as the gas
industry in Western Australia. There are higher airport numbers. Their State population are less, but there are areas
with 200,000, 300,000 and 400,000 people going through their airports. A lot of that is charter, but alot of it isnot as
well.

The Hon. I. M. MACDONALD: Thereisnot only the industry factor but the distance factor that would count there
aswdll.

Mr HARVEY: Yes
The Hon. I. M. MACDONALD: Thereisnot atrain from Kununurrato Perth.
Mr HARVEY: No.

The Hon. I. COHEN: Mr Duboais, in terms of the regiond centres in New South Wales and the overwhelming
network of routes, if there were deregulation would there be a decrease in routes, and therefore a possible advantage to
country commuters, with an increase in the hub and spoke operations?

Mr DUBOIS: Hub and spoke probably is not shared totaly by the northern New South Wales councils. Certainly,
from Tamworth's point of view, we bdieve that hub and spoke is most probably the way that it eventually will occur if
access to Kingsford Smith airport becomes limited, that they will be forced into a hub and spoke arrangement. The
trouble with a hub and spoke arrangement is that while the actual hub to the capita city is a profitable route, the
spoke links become very expensgive to operate. Then you have to get an operator who can actualy operate the spoke
links at a profitable rate to enable the operator to continue to operate. If itisdl part of anetwork by alarger operator,
then, yes, the cost can be offsat on the mgor leg. Buit it is very difficult because a lot of councils obvioudy are
proactive and they want their own direct air servicesto Sydney.

In the end, most particularly from Tamworth's point of view, we see that hub and spoke is a situation that will be
forced on operators and communities in years to come; that, as the prices obvioudy will increase a Sydney airport,
that will become the only viable way to operate. We currently work out of Dubbo, and it works very well, but then you
are looking a much longer distances when you go from Lightning Ridge into Dubbo or from Caobar into Dubbo. You
are looking at long distances and therefore it becomes economic to run those spoke legs. If you start looking at hub
and spoke around the Tamworth region, and you are looking at the Morees, Glen Inneses and Inverdlls flying to the
hub centre & Tamworth, those spoke flights become quite expensive legs because of the distance that you are
travelling and the equipment that you are operating.

Mr HARVEY: The hub and spoke system is very good for the hub, and the hub area will grow, as Dubbo has done
as businesses will probably gravitate more into Dubbo, the hub area, from where we are now. If wewereto gointo a
hub and spoke situation with Tamworth, we would more than likely find that the businessis going to go to regiona
New South Wales. It will not be going to Gunnedah and Narrabri; it will go to where the direct hub is for the mgor
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businesses. So you could find that the danger is that the businesses that dready exist in the Inverells and places like
that will say: well, to get there, we have got to get a decent agroplane to Tamworth, then get into a smaller aircraft
from there, so let's set our business up in Tamworth where we have a direct link and we will save oursalves two hours
travelling. That isthe danger of hub and spoke; it can be to the detriment of those other aress.

The Hon. I. COHEN: Ontheissue of size of aircraft, | think it was Mr Harvey who mentioned that there was avery
rapid and substantial drop when the size of aircraft was reduced. Isthat due to a safety perception, or isit comfort, or
are there specific needs that passengers have that are not being met with those smaller aircraft? | am concerned that
sndler aircraft with a grester penetration could service what would otherwise be uneconomic nodes of the air
trangport system. | am interested in how outlying communities can be adequately serviced.

Mr HARVEY: It isacombination of factors. Y ou do have a safety perception. It isunreal, but once they have their
licences the operators al have to meet the same requirements, and the airlines themselves will not do an on-carriage
to another operator which does not meet the operating requirements. With the smaller, unpressurised aircraft, thereis
a definite comfort problem. We had at Armidale not a smdll aircraft, but alarge 36-seet short aircraft that Hazelton
initialy had in its fleet. They cannot get out in bad weather in the tablelands areas to get up and down. Passengers
were getting very sick. Luggage with aerosol cans and shampoos exploded when they got up in the air pesks. It took
along timeto get that out of the minds of those who experienced that happening during the summer storm season.

With the smaller aircraft, you will notice that when people are flown in and do an interconnection either off ajet or a
larger 36-seat aircraft into an 18-seet aircraft, when they hop into it, especidly the smaller Metroliner with the small
fusdlage, and they bend down to st down, they will straight away look around and say to themsdves, "How many
others are going to fit in here, and how will it be?' Thereisacomfort factor in that aswell. So it is a combination of
factors. A lot of people do not mind flying around in small aircraft, but there are alarger majority who do mind that.

I think you have probably experienced that yourselves.

Mr DUBOIS: If | could give you an example of a Tamworth case. In the East West days, prior to the demise of that
company, Tamworth was serviced solely by jet aircraft, the F28 and then eventudly the 146 aircraft. When East West
terminated their services, those were replaced by turbo-prop aircraft. This was a perfect example of a community
perception that you were not flying in as safe an aircreft as the jet, and yet the flying time between Tamworth and
Sydney is no different in aturbo-prop aircraft asit iswith ajet aircraft. | would say that that occurred in 1992 and it
most probably took three to four years for the community finally to accept the turbo-prop aircraft is a safe and reliable
aeroplane.

The Hon. I. COHEN: Mr Harvey, you mentioned flat fees and movements were not appropriate.

Mr HARVEY: | fdt they wereinequitable. | waslooking at the larger Size of aircraft.

The Hon. I. COHEN: Could you give an example of where theflat fees are a problem?

Mr HARVEY: Asl| have said, asfar as Mascot goes, if you are paying aflat fee that isthe same for alarge jet as it
isfor aregiona aircraft, theregiond aircraft smply does not need that runway infrastructure.

The Hon. I. COHEN: Isthat occurring at the other end too, at the regional airports?

Mr HARVEY: To my knowledge, most regionas are charging a tonnage and a passenger head fee for the airlines.

In our case, from 18 seats and upwards we charge a tonnage and a passenger head fee. Below 18 seets, it isonly a
pure tonnage fee for the use of the facilities.
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The Hon. I. COHEN: From your perspectives, has Bankstown got anything going for it?
Mr HARVEY: Itisavery good training airport.
The Hon. I. COHEN: But that is not to beincluded in our deliberations.

Mr DUBOIS: One of the concerns that | have with Bankstown airport is that the air traffic control system operates
on what they call GAAP procedures. It is basicaly that the pilots separate themsalves once they arein the air. The
only separation that occurs by air traffic controllers is on the runway. Y ou need that environment if you are under a
very heavy training regime, such aswhere you have 340,000 movements ayear.

| have grave concerns about putting passenger-type aircraft into that operating environment. While Tamworth has a
very heavy training environment as well, we do not operate under gap; we operate under primary separation contral,
mainly because of the fact that we have training aircraft mixed in with routine passenger transport operations.

CHAIRMAN: Why is the collection of landing fees a problem with some councils, and what are they doing to
rectify those problems?

Mr DUBOIS: Tamworth is lucky in the fact that we have an air traffic control tower, and so we record al our
flights. Our charging regime therefore we are able to gpply across the board to everyone who uses our facility. That
goes for routine passenger transport, private aircraft, and so on. Everyone gets charged at Tamworth. There are no
exceptions a dl. Even the military aircraft pay a fee these days. So we are able to capture our broad spectrum of
users.

| know that a some airports, Armidae is probably a case in point, unless you have someone out there recording who
actualy lands, it becomes very difficult to send bills out to people. Then, of course, one has to weigh up and anayse
the cost of providing someone out there for the return that can be gained in landing fees.

Mr HARVEY: Inour case, we use Avdata services, which is atape-recorded system. They do al the billing. Some
who park on the airport full time pay an annua fee, and Avdata is notified of their registration numbers so that they
do not get a separate bill per movement. We tend to find it works very well. Thereis a very smal percentage—the
survey showed only about 2 per cent—con compliance with use of radio, and that was a survey done by the Civil
Avidion Safety Authority (CASA), which put a fellow up there for a week at different times. So we are happy to
work that way.

We were told last week by Avdata about threats by smal operators saying, "If you don't give us an exemption from
landing, we will take our business somewhere dse, and you will never get small arcraft here” Avdata had that
happen in one area. They |€ft their recording facilities in, and after the fees were abolished there was no difference in
the movements on the airfield. So, as far asthe threat of "Don't charge us, or we will not come", some of it may be a
game of bluff. Inour case, wework with Avdata. If they get behind, we ingdigate recovery procedures very quickly.

CHAIRMAN: Y ou have some association with CASA in that you are on a committee. | wonder whether that safety
issue concerns you personally. | suspect there might have been an occurrence recently when one of our staff privately
flew into one of the country airports and the RPT service had to bank very quickly to get out of the way of an
aeroplane that should not have been there because he did not record on Avdata that he was there because he was
trying to avoid paying the Griffith council landing fees.

Mr HARVEY: My association with CASA and air services has got nothing to do with it as far as that matter goes.
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It is purely on satdllite navigation issues and so on. But there is a concern about the use of the radio. There is
technology coming forward now that uses trangponders. It is an advancing technology by which transponders can be
fitted to aircraft so that they continually send out a message of their exact GPS location. Many other things can be
entered into that message, including the aircraft registration number. The full-blown system, looking at jet aircraft, is
afull flight integrated flight management system and a full communications system. CASA has set up a committee
that will be looking into the advancing of that technology. They have their first meeting on 10 September. Sweden
hastrialed the system extremely successfully.

The Hon. Dr B. P. V. PEZZUTTI: The Victorian taxicabs are on it aready.

Mr HARVEY: It is the same sort of technology. It was developed in Sweden to monitor snow ploughs on the
runways so that they did not take out the lights or run into each other.

CHAIRMAN: Soit may not necessarily be very expensive.

Mr HARVEY: | could not tell you the cost of it at this stage. That isbeing looked at. It may be something that can
be used to overcome the problem of non-radio use. The advanced part is that an aircraft can have in the cockpit a
radar-like display showing al the other aircraft in the vicinity. The basic one, for the smaller aircraft, is just to send
out the signd, then you are tracked as to exactly where you are in three dimensions.

CHAIRMAN: Have airport managers any mgjor difficulties since the Federal government transferred ownership to
loca councils?

Mr HARVEY: We are running into some difficulties, and | think more airports are going to run into those
difficulties. When we were under the wing of the Federal government their inspectors assisted and gave directions as
to the works required on the airports, and you were redly held by the hand. In taking over full operation of the
airports, | think virtualy everyone has assumed that the operational standards will stay the same.

We have now found that alot of standards &t airports do not meet, and never did mest, the rules and regulations. Itis
now gradudly being introduced by them a direction that: you have never met this requirement; we will give you time
to come up to it. For ingtance, our runway lighting does meet the requirements for instrument non-precision
approaches, but those were the lights that were put in when the approaches were put in. The Commonwedth was
prepared to carry that sort of stuff.

So there will be things come up. It is the same as the maintenance of the obstacle surfaces around the place, apron
markings, and things like that. Some are very smple, and some can be a mgjor cost. But those things are now
gtarting to come out, and the owners are starting to find out about them, and they are dso starting to find the read and
full maintenance costs. We are now getting into the next resealing cycle and heavy maintenance cycles for many of
these airports during the next few years, and they will find that it is an expensive businessif you have not budgeted for
it carefully.

CHAIRMAN: That iswhy we mentioned the five-year management plans.

Mr HARVEY: Yes.

CHAIRMAN: Michad, do you have any comments on that?

Mr DUBOIS: Since 1992 Tamworth has operated the airport as a separate business entity of council. We operate on
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pure business grounds. Obvioudly, there are political implications that come into it, such as the loss of $210,000 in
landing fees. But we operate as a business, we do our forward planning, and any profits—

The Hon. Dr B. P. V. PEZZUTTI: Do you pay adividend to council?

Mr DUBOIS: Yes, we do pay adividend to council. That is more to do with corporate overheads. But any profits
that Tamworth airport makes go into the airport reserve for future development works.

CHAIRMAN: | take it those management plans will detail the return on assets.

Mr DUBOIS: Yes.

The Hon. I. M. MACDONALD: Regarding that loss of $210,000 to Tamair, how did you let it run up so much?
Mr DUBOIS: That isapalitica decision that council had to take. Y ou have got to be careful in what you do. Do
you put out of operation a business that is employing more than 80 people in the city? That was a matter that the
council had to weigh up very heavily. Did it financialy support this airline and keep those people employed, or did it
terminate it? We got to a situation where that level of debt was a lot higher than the $210,000 and we said to the
airling, "That'sit. We are not prepared to go any further. In fact, we are going to start recovery of this outstanding
debttous" Wehad that in train at the time.

The Hon. I. M. MACDONALD: What wasthe full amount of the debt then?

Mr DUBOIS: Probably around $290,000.

The Hon. 1. M. MACDONALD: How long had that debt been accumulating for?

Mr DUBOIS: Over aperiod of three years.

The Hon. I. M. MACDONALD: So Tamair virtudly, right from the beginning of its licence period, refused to pay
or did not pay the landing fees?

Mr DUBOIS: It was most probably a combination of not paying landing fees and being late in payments so that the
amount built up and built up.

The Hon. Dr B. P. V. PEZZUTTI: | asked you before what could be done about the extra loading and extra cost for
aeroplanes landing at Kingsford Smith airport. Do you think there is a place for a community service obligation
payment by the State government to ensure equity of access, in the same way that the government subsidises trains to
Dubbo, Armidale, Tamworth, Ballina and Lismore? Do you think that there could be a mechanism for community
service obligations which would alow equity of access but would not stop Kingsford Smith airport operating as a
commercial entity?

Mr DUBOIS: | think that is probably areasonable approach that could be applied.

The Hon. Dr B. P. V. PEZZUTTI: Haveyou, or could you, put your mind to how such a scheme could operate, so
that it would be transparent enough for State governmentsto live, and not to be taken advantage of by operators?

Mr DUBOIS: That is something that we would need to work on in conjunction with the airlines to determine what
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is their profitability, so that when air fares reach a certain level there is obvioudy a downturn in patronage of that
particular service.

The Hon. Dr B. P. V. PEZZUTTI: If, for example, the flight to Inverdl went to Inverdl, then from Inverdl to
Armidale as a hub for example—and people hate flying in little agroplanes, as you quite clearly point out—but, to get
people reasonable access with bigger aircraft would be uneconomic unless there were some form of community
sarvice obligation component.  You are in the business, and we are not, but is there some mechanism that could be
used which would not be an unending dush fund for companiesto rort, but which would ddliver that equity of access,
and perhaps encourage people to hub and spoke?

Mr HARVEY: | believe there could be. It is certainly not something on which we come up with a solution this
morning.

The Hon. Dr B. P. V. PEZZUTTI: Could you put your mind to that? Our inquiry will be going forward for another
four or five weeks.

CHAIRMAN: | think wewill have to report before then.

The Hon. Dr B. P. V. PEZZUTTI: | wonder if you would put your minds to thet issue—not by way of a 50-page
gatement, but to give a couple of scenarios, which we could consider, that could service your area, which is that
north-west area, which is capable of hubbing and spoking. | will ask that of some of the other areas. Even Moree
could hub and spoke, aswell as Gunnedah and Narrabri.

Mr HARVEY: Moree does Moree and Narrabri now under atriangulation.

The Hon. Dr B. P. V. PEZZUTTI: They do, but they could hub and spoke to Tamworth, in the same way that they
could hub and spoke quite comfortably to Dubbo. | wonder whether there is away in which we could get decent-size
aeroplanes, a areasonable codt. | hate the word subsidy, but that is the redlity. We are talking about a community
service obligation payment, in the same way that there is a community service obligation payment for the train to go
to Broken Hill, which is just enormous. There is no community service obligation to support the air trangport services
to Broken Hill, gpart from the |solated Patients Trangport and Accommodation Service (IPTAS), which is a scheme
to do with health.

Mr HARVEY: | think your Committee or someone associated with it would have a better chance of getting from the
Queendand department some figures and what sort of formulathey use. They certainly would not release them to us.
| have tried Western Augtraliaon asimilar basis, and have even taked to the Minister over there.

The Hon. Dr B. P. V. PEZZUTTI: Mr Chairman, could the Committee ask the Department of Hedlth to give some
idea of the IPTAS payments to airlines, because dthough that would not pick up al the medica transport, it would
reveal the community service obligation payments that the States are currently making, which is aform of subsidy to
the airlines because they actualy pay to go on the aeroplane or the train. There is a community service obligation
payment aready in place, so | am not inventing something; it is aready there and at the moment nobody is taking
much account of it because IPTAS paysthe full fee, but the State government is refunding through the IPTAS scheme
some of those air flights.

CHAIRMAN: We could ask the Queendand Department of Transport what their CSO payments are. Alan, you
referred to achart earlier. Would you formally table that?
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Mr HARVEY: Yes, | tablethat.

CHAIRMAN: We have dso been asked to look at a charter of user rights, as has been suggested by the country
summit: that there be developed a charter of user rights to lock in continued affordable access to Kingsford Smith
airport.  Some councils, however, have suggested that it should be more than that, that it should be enshrined in
legidation because the Airport Act mentions only internationd and interstate flights, not New South Wales flights.

Mr HARVEY: They had said they were going to changeit, but that did not occur.

Mr DUBOIS: At the last meeting that we went to | think it was Minister Sharp who said he would put it in
regulations, or something like that. But | do not think regulations override the lease conditions once those lease
conditionsarein place.

CHAIRMAN: So you would prefer to seeit in both the legidation and in the lease?

Mr DUBOIS: Yes, and in the lease, and then there can be no argument about it whatsoever. All it involvesis the
inclusion of oneword.

CHAIRMAN: The Glen Innes and Inverell routes have effectively been deregulated, or it has been suggested that
they have. Do you have any comments on that?

Mr DUBOIS: We were surprised. We thought it was going to be a licence issued to one operator, not tota
deregulation. How that will affect those combined routesis yet to be seen, because what you may seeisan air service
to Inverell, but you may end up seeing the loss of an air service to Glen Innes, because in recent times, particularly
with the problems that Tamair has had—and Alan can probably verify this—we have seen a transfer of those Glen
Innes passengers down to Armidaeto catch Armidaeflights.

Mr HARVEY: That has been happening. The same thing happened when Impulse changed their service under
their origind licence. When Impulse had the route, it was two flights a day; but they then changed to a lunch-time
service, and when that happened we got a marginal increase in our numbers, from both Inverdl and Glen Innes.
Now that you have a bitumen-sedled road from Inverel with access to Armidale, which was not there before,
sometimes we have Inverell passengers driving down to Tamworth. So the deregulation of it, or the opening of it up,
could be an interesting scenario.

CHAIRMAN: The Air Transport Council is actually going up to Tamworth?

Mr HARVEY: To Tamworth, but not to Inverell and Glen Innes.
Mr DUBOIS: Thereisahearing a& Tamworth next Thursday on the review of air services.

CHAIRMAN: Arethey inviting Glen Innes and Inverel?
Mr DUBOIS: | do not believeit is, becauseit isonly to ded with the Tamworth-Sydney route.

Mr HARVEY: The hearing in Tamworth is for the second licence from Tamworth to Sydney. Aswe understand i,
the Minister's decision to open up the licence for Inverdl and Glen Innes effectively separates them as two identities,
s0 that there is no obligation to service both, and has virtualy said, "We are open for any offers. Anyone who can
meet the Augtralian Airports Corporation criteriawill be given alicence" It may be one person, or it may be two, but
they are not going to make a stipulation or go through a public hearing, as we understand it.
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CHAIRMAN: But they are not coupling it with Tamworth?

Mr HARVEY: No, they are not coupling it with anything. Those have been left as two airports, wheress they were
themsalves triangulated to Sydney, and were not coupled with Tamworth previoudy.

CHAIRMAN: Do you have any comments that you would like to make in addition to those aready made, or any
final comments that you would like to make to the Committes?

Mr HARVEY: No.

Mr DUBOIS: One of my concernsis that we regularly have an unfortunate situation where airlines come in—and |
think Tamair is a perfect example—and are undercapitaised. | think that is poor airlines management, and that
results in the demise of that airline. Thisis a problem that you will face constantly with deregulation: people may be
able to meet an AOC requirement but they simply will not have the capital behind them to operate an air service.

The Hon. J. R. JOHNSON: In the initial stages, when Tamair went belly-up, within a day or so ancther airline
started up with the same personndl.

Mr DUBOIS: No, with different personnel.

The Hon. J. R. JOHNSON: That isnot right?

Mr DUBOIS: No. Impulse actualy came in and operated on the Saturday and Sunday under a charter licence, until
such time on the Monday they were actualy awarded an interim one-month licence by the Air Transport Council or
by the Minister.

Mr HARVEY: Are you referring to that one, or to the few weeks previoudy when they actualy closed trading as
Tamair and started up as New England Airwaystrading as Tamair?

Mr DUBOIS: Now, thereis a perfect example of where that went through the Air Trangport Council and there was
no reference back to our community whatsoever, and we took that issue up with the Air Transport Council.

The Hon. J. R. JOHNSON: And they acted onit?

Mr DUBOIS: | am sorry, not on our submission. It was done before we knew about it.

Mr HARVEY: The firg time that Tamair ceased operation and then started up on the stroke of a pen as New
England Airways trading as Tamair, they just continued on virtually as if nothing had happened as far as the
licensing went. There was no reference back from the Air Transport Council or anything else; they had their AOC
certificates, and they met the criteria, and they continued with their licensing.

The Hon. I. M. MACDONALD: Y ouwould not have much difficulty getting another operator, would you?

Mr DUBOIS: In Tamworth, no.

CHAIRMAN: Tamworth would not have a problem, but Inverell and Glen Innes might.
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The Hon. I. M. MACDONALD: | am just wondering why there was thisimperative to save Tamair.
Mr DUBOIS: From our point of view?

The Hon. I. M. MACDONALD: No, the Air Transport Council for a start, and then in effect your council because
you dlowed them to accumulate such a significant debt.

Mr DUBOIS: There was obvioudy some sort of parochidism by the council. The local operator saw it as most
probably areplacement for Eagt West, and they continued to support it.

The Hon. I. M. MACDONALD: Why did the ATC then sanction this change so readily?
Mr DUBOIS: | cannot answer that. That is a question that you would have to put to the Air Transport Council.

CHAIRMAN: | asked you a question a short while ago about Inverdl and Glen Innes being linked to Tamworth
because they have a direct route. The Air Transport Council had issued licences to one particular company, and that
included some good routes and some not so good routes, meaning that the way in which it operated alowed for some
cross-subsidisation from the more productive routes and better paying routes to the less used ones, like the Glen
Inneses and the Inverells. It isnot directly linked, but it is linked in that way. Therefore, | suppose to some degree,
regulation in the way that it has been practised has obviated the necessity for community service obligation payments.
To deregulate, obvioudy you have got to start to look at some CSOs, otherwise the whole thing can fdl apart. Could
you see any valid reason why the government would look at paying a CSO, rather than just continue regulation and
letting the companies effectively pay for their own CSOsin that way?

Mr HARVEY: It is sx of one and haf a dozen of the other, in a sense. By doing it by regulation there is not a
government payout of the CSO, as | seeit. | think it is probably alot cleaner in that way. As Dr Pezzutti said, how
do you set up aCSO to be sure that it cannot be rorted? By regulation of licensing there are no payments made out, so
the rorting obvioudy would be impossible.

The Hon. I. M. MACDONALD: It would be a substantiad CSO, would it not? If you took out the high-usage
profitable routes—the 16 to 24, or whatever it is—and there are over 60 regular flight destinations, for those other 38
to 40 locations it would be a substantial CSO, would it not?

Mr HARVEY: | believe it has the potentid to be very subgtantial, yes. It has happened through other, blindly-
driven user-pay situations that have resulted in exactly such things. It is very nice and profitable. The only other
thing that | would like to add, which leads on from the CSOs, is that with Air Services in particular, which is going
through a review or a procedurd trandtion, or something that the Department of Trangport and Regiona
Development at the Federd level is putting that body through, there is pressure on them aso to take out of their
system navigation aids that are not used en route by al airlines, to go to a user-pays stuation for navigation aids at
airports and things like that.

On the committee on which | serve, on GPS implementation, a scenario out of GPSisthat alot of navigation aids can
be turned off at arports, because you can do instrument approaches and things like that, but there has to be a
background or back-up system. One of the things being addressed by that committee is who pays, and how is the
system to work, because the initial proposal from Air Services and some of the airlines, and especialy the light
aircraft industry, was that they should be given or sold to the airports and that it be their problem.

A scenario that we put to them, which has put that on hold but there is no saying it will not eventuate, is. How can
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this be afforded? We have the continued operation of these that has to be paid for, for their maintenance and
replacement, and most of the airports that |1 am referring to would not have the funds because they are aready
subsidising the running of their airports. So, in respect of this community service obligation payment, | think it needs
to be kept what could be looked at potentidly in two yearstime.

If the satellite navigation system progresses at the speed thet it is, there will be alot of redundancies. Thereisapush
from within the airlines that they should only be paid for at those airports. So the cost of running an airport in
country New South Wales, to ensure that if there is a glitch in satellite navigation, that those aeroplanes can get in.
The back-up system could be quite expensive for those airports.

Mr DUBOIS: We currently have a situation like that at Tamworth at the present time, in that we have a visud
omni-range navigationd aid that is used by the aircraft that land a& Tamworth but is very a non-route aid for every
domestic and internationa aircraft that flies up the north in inland New South Wales. If they turn that back over to be
our respongibility cost-wise, how do | recover the costs when it is used by the overflying aircraft?

We recently did a little exercise where we switched the thing off, and within 30 seconds we had Brishane control
telling us to turn it back on again because it was affecting the overflying aircraft. We are going to need awfully
powerful binocularsto catch every aeroplane that isflying over Tamworth using the VOR at 30,000 to 40,000 feet.

The Hon. I. M. MACDONALD: What doesit cost you per annum?

Mr DUBOIS: | do not know at the present time because that is currently serviced by Air Services Audtrdia. They
do the maintenance on that themselves as part of their navigational cost. But there is a push to turn that back over to
Tamworth, in the same way as they are currently looking at handing over the air traffic control system to Tamworth
aswdll.

The Hon. I. M. MACDONALD: They would only be pushing to hand it over if there are a lot of savings to be
made.

Mr DUBOIS: Of course. | have taken up with Air Services that we are prepared to take over the air traffic control
tower on the basisthat | only take over the facilities that are used to talk to traffic in the Tamworth control zone, that |
am not interested in maintaining or paying for equipment that is an en-route navigational system, and that if they
want that in the tower they continue to pay the operational cost. | think that has thrown a spanner in the works.

Mr HARVEY: We are taking about $30 million to $40 million nation-wide for annual maintenance of the
navigational system. There are some who believe that can be taken down to single, million-dollar figures by passing
it on or closing them down. In 1991 we put in a distance measuring unit and that cost us $129,000. It only costsusa
few thousand dallars a year to operate it—and it is used en route by alot of others—however, it is now nearly eight
yearsold. It has got alife cycle, and we will have to look at replacing it at some other time. These other things that
they may want to hand over are in the same stuation: they are aged infrastructure.

Mr DUBOIS: At Tamwaorth we have our instrument landing system that we installed oursdlves & a cost of $1.4
million, and that was done as part of the college training development. But the flight test cost of those, which are
twice ayear, were averaging around about $110,000 ayear.

The Hon. I. M. MACDONALD: How is that arrangement going that you have with training? | think they are
overseas companies that are based there.
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Mr DUBOIS: Yes, that isright.

The Hon. I. M. MACDONALD: How isthat going?

Mr DUBOIS: Exceptionally well.

The Hon. I. M. MACDONALD: Isit lucrative to the overdl operation of the airport?

Mr DUBOIS: Yes, very much so. We have fees and charges that we apply to them. They are set fees and charges,
basicaly, with an inflation factor for each year.

The Hon. I. M. MACDONALD: What would it beraising in terms of revenue?
Mr DUBOIS: At the present timeit is probably in the order of $400,000 ayear.
The Hon. I. M. MACDONALD: How many people are employed around the airport because of it?

Mr DUBOIS: The college employs directly about 90 people. They have just been successful in winning the major
defence contract for the next 10 years, to train defence personnd in Austraia—Air Force, Navy and Army. That isa
very lucrative contract and it will have spin-offs for oversess organisations as well, but we will get additional training.

The beauty of those kinds of contracts for the city, for example, isthat at the present time we do alot of training for
Vietnam, China Airlines, Taiwan, and also some from Chinatoo.

The problem with those sorts of training contracts is that, while the college gets its fees and charges, the disposable
income that those people have is very limited, so that the spin-off for the city is not huge. But you pick up the defence
contract and the possibility of contracts coming from Singapore and Malaysia as well, where the disposable incomes
are alot higher and therefore there is alot more spin-off for the city in terms of spending money that actually comes
back into the city. So we are very encouraging in that, and we work closaly with the college to ensure that we win
those contracts.

CHAIRMAN: Areyou both very happy with your current services?

Mr HARVEY: Yes.

Mr DUBOIS: Yes, very much so. We believe that the managed competition that we have gives us good service,
reliability, flexibility of schedules, and there is enough competition there to stimulate the market in terms of the range
of pricesthat you can get.

CHAIRMAN: Do you agree with that, Alan?

Mr HARVEY: Yes.

CHAIRMAN: Findly, | am sure you have both read the Independent Pricing and Regulatory Tribuna's report
entitled "Review of Regulation and Licensing of Air Service Operators in New South Wales'. It recommended

deregulation, and in particular in the foreword said:

Larger rural 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 fair packages.
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Every town mentioned in that already has said that it does not agree with that.

Mr DUBOIS: It could not get any more competitive than the competition that we have currently got with two
operators.

Mr HARVEY: The second licence did that. That was achieved with the second licence.
CHAIRMAN: So you do not agree with that statement made by IPART?

Mr HARVEY: | do not believe that. With deregulation we could end up with a potentia variety in the short term,
but in the longer term we could have a market that has been good being degraded and it could take along time to pick

up again.

CHAIRMAN: | thank you very much for coming along.

(The witnesses withdrew)
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RICHARD HAROLD HAMPARSUM, Deputy Mayor, Kempsey Shire Council; sworn and examined:

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

Cr HAMPARSUM: Richard Harold Hamparsum. | am a retired airline captain and Deputy Mayor of Kempsay
Shire Council.

CHAIRMAN: Inwhat capecity are you appearing before the Committee?
Cr HAMPARSUM: | am Chairman of the Airport Committee for Kempsey Shire Council.

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

Cr HAMPARSUM: | did.
CHAIRMAN: Areyou conversant with the terms of reference of thisinquiry?
Cr HAMPARSUM: Yes.

CHAIRMAN: Y ou have made a submission which you have tabled. Would you like that to be taken as part of your
sworn evidence?

Cr HAMPARSUM: | would.

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

Cr HAMPARSUM: With your permission, Mr Chairman, could | take you through my submission, not verbatim
but just subject by subject if | can. Badcdly, | am from Kempsey, which is on the mid north coast. As you see, we
have a population of 28,000 people. We have asmal CTAFF airport, which means it does not have a control tower,
it does not have an air traffic control per se, and that is over the airport area itsef. We obvioudy are not very
enthusiastic about deregulation. The reasons are that, with the suggested pro forma that has been put forward, it
would mean that the passengers on the smaller airport per head would be paying more than the passengers on larger
arport.

Landing fees. We understand they have to be brought into consideration but, in line with the report, | will not
elaborate on that any further. | will leave it to you to ask individual questions. As you can see, we charge $10 at the
moment. We are il having a dight shortfal of $22,000 per year for the running of our airport. | am very happy to
say that that is less now because, with the increase in business that we have been receiving, Impulse's figures—and |
stand to be corrected, and | will emphasise that—are between 13 and 15 per cent increase as againgt the figures as of
last year. S0, therefore, those figures can be brought down, but | have not got a definite figure.

The light airport fees give us atotal aggregate of only $4,500; and, with the Avdata system, which | heard earlier this
morning has been highlighted to this Committee, after they take their 33 per cent fee, does not leave us alot of fat at
the end of the day.

COFFS HARBOUR, 27 AUGUST 1998 283 CR HAMPARSUM



STANDING COMMITTEE ON STATE DEVELOPMENT

As to the future maintenance and development of the airport, we work on the basis that the good Lord helps those
who help themselves. We are not sitting here bleating and crying to the government for help. We are grateful for the
assistance that we have had in the past, and for any further assistance we can get. However, we are, a the moment,
having talks—only talks at the moment—with Hastings Council, with the idea of one day in the future maybe putting
one airport of international standard between the two places. There is nothing finalised. It is only at the discussion
gage. We are the incumbent council, and we fed that the legacy that we would like to leave for those following usin
yearsto comewill perhaps addressthis Situation. But, at the moment, we are on adight loss. But we are very keento
keep the airport going in the capacity a whichitis.

We have a lot of things going for us at the moment which are perhaps pie in the sky, but we think a little more
redigticdly than that. We have a potentid hydro-electricity pump storage scheme which is to be put up between
Kempsay and Armidae in the Dumaresq shire, at a place caled Lower Creek and the Karri Plateau. At the moment
Lend Lease holds the lega control over that, and in the last two years it has done quite a number of site levels and
core sampling, which is very encouraging. Hopefully, our governments of the day will soon sort out the eectricity
system, or what will happen with the grid system and what is going to happen in future, so that they then will bein a
position to go ahead with this project. If it does, that obvioudy will change the complexion of our airport and our area
to a grest extent. We have a pecan industry which is growing, and growing very strongly at the moment. The first
shipments out have achieved avery high standard.

Coming to dot times: we have no difficulty with dot times, except with the grandfathering of provisions, which |
understand that everybody here is familiar with, the reason being that if they are not taken up a some stage they end
up with the main players of the day, which is not redlly spreading the net as much as we would like to have it spread.

We obvioudy fed very strongly about access to Kingsford Smith airport. We find that Bankstown does not have afull
ar traffic control system, as has been said earlier here this morning. Its location geographically for business people,
and people who need medical attention, and things of that nature, realy puts it beyond the pae. We enjoy an
extremely good service with Impulse—three services aday, and it is growing and isworking.

CHAIRMAN: Isthat three each way?

Cr HAMPARSUM: No. Two each way, and one in between. It is coming through Port Macquarie in most
instances, which we are not uncomfortable with a all. It isworking very well. Mr Chairman, | do not think thereisa
great deal morethat | can say. If | can just say that the council remains constant in its support of that determination.
Hence the support for continued regulation for those people in the categories such as oursalves, with a 30,000 category
sarvice. | will leaveit a that and make mysdlf available for questions. | would like, with your permission, to extend
on one other areawith regard to safety, but which is actualy outside the parameters of the brief thismorning. | would
like to pass over that very lightly, if | could.

CHAIRMAN: Would you like to mention that now?

Cr HAMPARSUM: Yes, Mr Chairman. Asyou are dl aware, at the moment there is a movement—not a fait
accompli—from 7 October 1998 that the Civil Aviation Safety Authority (CASA) and Air Services Australia propose
to withdraw dl traffic information from airport operating beyond radar coverage in the New South Wales coastal
corridor from Canberra to Ballina. This means, in simplistic form, that for the most part airport operating below
6,000 feet, or 2,000 metres, will not have a traffic information service. Thisis of grave concern to anyone who has
professional exposure to aviation—
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CHAIRMAN: Including members of Parliament.

Cr HAMPARSUM: as this low dtitude traffic information is relied upon for the separation of aircraft in this very
busy corridor. Pilots will have to attempt to gain an impression of the traffic picture by making genera radio
broadcasts and hoping that any conflicting aircraft will recognise the danger and respond in time for the pilot to
arrange safe separation.  Reliance on these types of broadcasts has been proven to be a fata error in a number of
oversess accidents. It is precisely this type of genera broadcast environment which led to the mid-air collision of two
military jet aircraft off the African coast two years ago, and the mid-air collison of two regiona aircraft in Canada
three years ago.

In short, Mr Chairman, New South Wales is being badly neglected we fed, with respect, by CASA and Air Services
Australia for many years. Now, Queendand are operating outside controlled air space and are giving radar-based
traffic information service when they are in radar coverage and a directed traffic information service when they are
beyond radar coverage. We are unable to see good reason why New South Wales should not provide the same high
qudity of services as Queendand, instead of being subject of the policies, et cetera. That is the other point that |
would like to put before this Committee, and | thank you for the opportunity to express that.

In short, we come back to asking avery smple question. Rural towns that have airports, and rural towns that do not
have airports, let uslook a the two of them. | think we will find that airports that do have an airport such as ours—
smdll, but functioning at best—have a certain advantage. |1 think we will get back to the fees in a moment. | thank
you, Mr Chairman.

CHAIRMAN: What size planeisit that flies?

Cr HAMPARSUM: We have the Beech 19, which isthe Impulse one, which carries about 18 people.
CHAIRMAN: Where did you get that information that you raised in that last issue?

Cr HAMPARSUM: | would be very happy to leave a copy of it with you. It is actualy written by a wonderful man
by the name of Captain Les Carver, who isthe President of the Australian Federation of Air Pilots.

CHAIRMAN: Y ou might formally table thet, if you wish.

Cr HAMPARSUM: Thank you very much, | will.

CHAIRMAN: Before other members of the Committee ask you questions, | would take issue with one item in your
submission under the heading "Landing fees at Sydney (Kingsford Smith) Airport”. Y ou finish the second paragraph
by saying "Now, more than a any other time, country people need to be reassured that they are not being forgotten
and that they are not the victims of unstoppable economic rationaisation.” | would take umbrage with the word
"ungtoppable’. | think that iswhy we are here.

Cr HAMPARSUM: If that remark is offensive, | would humbly seek that it be withdrawn. Could | say that we are
here asfamily, not enemies, or them and us.

CHAIRMAN: Wewould share your concerns about economic rationdisation. We hopeit is not unstoppable.

Cr HAMPARSUM: Weare hurting alittle bit medically in another field at the moment, as you are no doubt aware.
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The Hon. Dr B. P. V. PEZZUTTI: With laundries and food and thelike.

Cr HAMPARSUM: Weédl, my daughter is a nurse, and as one patient said to me, "I don't enjoy me tucker coming
from Lismore" There is an old saying that when something is in place and it's doing well, why disturb it? Our
laundry service has been extremely effective, cost-wise, and very efficient. It beats the sox off many other competitors
for years. Secondly, | think that the quality of our hospital cuisne—which is a pretty hard thing to make decent; |
mean, hospital tucker, at the best of times, is not the best—has adways been good. Now, | guessit comes back to your
idedls. Education and health, where do they come from?

The Hon. I. M. MACDONALD: | support most comments made on those issues.

Cr HAMPARSUM: Thank you.

The Hon. I. M. MACDONALD: Regarding this proposal that you have with Hastings, how far away from
Kempsey will the airport beif it isacentraly located one?

Cr HAMPARSUM: At this stage there is no geographic point that has been determined. Twenty or 25 years ago—
and please do not hold me to that—there was a feding that Kundabung, which is more or less hafway between
Kempsey and Port Macquarie, had areas of land that would have lent itsdf to the construction of an internationa
arrport. Sadly, | would suggest for more parochial reasons than others—and | think our council was more guilty than
anybody else—it did not cometo fruition.

The Hon. I. M. MACDONALD: What isthe distance—about 50 kilometres?

Cr HAMPARSUM: We are 53 kilometres from Kempsey to Port Macquarie.

The Hon. I. M. MACDONALD: So you could really build quite an efficient set-up there to service both cities?

Cr HAMPARSUM: Absolutely. In other words, instead of maintaining two airfields, we could reduce it to one, and
it would be modern and efficient and be taking care of the future.

The Hon. I. M. MACDONALD: Arethose discussions getting anywhere?

Cr HAMPARSUM: At this stage, no, because Frank Harrison, the Mayor of Hastings Council, | think today or
tomorrow is having a council meeting. | understand that it is tabled for discussion with the councillors, and we are
planning further meetings with them. That is as far as it has gone. So, please, | do not want anyone here to
misconstrue theidea. But it is an intention which we are taking very serioudly.

The Hon. I. M. MACDONALD: It, of course, isasubstantialy larger throughput airport.

Cr HAMPARSUM: Port Macquarie?

The Hon. I. M. MACDONALD: Yes.

Cr HAMPARSUM: No. Our runway length isthe same as Kempsay's.
The Hon. I. M. MACDONALD: Passenger throughput.

Cr HAMPARSUM: Oh, yes. They are enjoying a much larger passenger turnover. The only reason that this
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element or line of thinking came to fruition is that Frank Harrison said to our Mayor the other day, "Bdieveit or not,
| have been approached by a very large developer who would like to buy the airport, develop it for housing, and future
development a Port Macquarie," which probably—and it is not my place to comment on Port Macquarie, but, having
built a high-rise building there mysdlf, | would suggest that the airport's proximity is coming closer and closer to
urban development there, and it is going to be a problem.

The Hon. I. COHEN: Councillor, we redly have a hub and spoke, or do we, in terms of Port Macquarie and
Kempsey?

Cr HAMPARSUM: Moreatriangulation, | think | would describeit as.

The Hon. I. COHEN: Could you indicate to the Committee the percentage of passengers to Port Macquarie and
Kempsey respectively?

Cr HAMPARSUM: No, | could not. | do not have that information.

The Hon. I. COHEN: Three flights a day—or two, with one stopping over in Kempsey—are there more flights
coming into Port Macquarie that do not do that triangulation?

Cr HAMPARSUM: Yes.
The Hon. I. COHEN: Isit amore active airport?
Cr HAMPARSUM: Yes, itis.

The Hon. I. COHEN: We are redlly dedling with a relatively short distance in this part of the world between Port
Macquarie and Kempsey, arewe not? | mean, it isredly only ahalf hour'sdrive.

Cr HAMPARSUM: ltis, yes.

The Hon. I. COHEN: Especially with the highway being upgraded.

Cr HAMPARSUM: Yes, that is correct. But, of course, hopefully with the development that will be happening in
our areawith the proposed or suggested projects, we look forward to a better future. We are not looking at things as
we see them today.

The Hon. I. COHEN: Are you not perhagps moving forward of time? | mean, these projects have been on the book
for many years. Arewe not moving beyond whét is gppropriate these days with some of those proposas?

Cr HAMPARSUM: In regard to the last project | have mentioned, if you have heard about them in the last few
years then you know morethan I. | happen to have comeinto it because—

The Hon. I. COHEN: The Karri Plateau irrigation project has been on the table for along time, and it has had
significant opposition from the environment movement.

Cr HAMPARSUM: Which one are we referring to—the Styx River one or the sdf-sustaining hydro scheme, which
isapump storage scheme?
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The Hon. I. COHEN: | know the Styx River oneisof concern.

Cr HAMPARSUM: The Styx River one has absolutely nothing to do with the other one. The Styx River one was
one of 200 megawatts. The hydro-electricity pump storage scheme that | am talking about is 1,300 megawatts, and
likely to go to 1,700 megawatts. And Lend Lease has been keeping this very much under the Iap, so | would be very
surprised if it has become quite common knowledge, with respect. The difference is that the Styx River took water
from theriver, and the Karri one is self-sustaining. That is why the Styx River one fell flat, because the idea to dl of
us to rip water out of a river was abhorrent. We wanted a system that would stand by itself, and the one that | am
talking about, the Karri one, or Oven Mountain as it is called, has an upper dam of close to 80 hectares and a lower
dam of 100 hectares, and al the headworks and infrastructure will be done through the solid granite escarpment,
which isroughly 3,000 fest.

The Hon. Dr B. P. V. PEZZUTTI: It will kill the worms under the ground there!

Cr HAMPARSUM: Interestingly enough, we have talked to the environmental groups, and they are very
enthusiastic because of ecotourism and the idea of the construction of the two dams.

The Hon. I. COHEN: Y ou mentioned that Kempsey airport was actualy running at aloss.
Cr HAMPARSUM: Yes.

The Hon. I. COHEN: And that you were having to make up that loss. Given that it is so close to the Port
Macquarie arport, how red is the potential to sdll or change over the function of the Port Macquarie airport?
Between Coffs Harbour, Kempsey and Port Macquarie you have a significant number of airportsin areatively small
region. | also have concerns about a mgjor internationa airport at Kundabung—and | cannot pronounce it, but |
know the area.

Cr HAMPARSUM: Kundabung. It means black applein the Aboriginal language.

The Hon. I. COHEN: That is going to radicaly transform this area, to replicate the facilities that attract people to
Coffs Harbour, so you could actudly be killing the goose that laid the golden egg. Is it redly the way to go, to be
looking at an internationa airport when this areais quite well serviced by airports?

Cr HAMPARSUM: | take your point of view, which | respect. | would not agree with you, because, having beenin
aviation al my life—and | am coming up to 61 years of age, and | started flying at 16—and | am from the Air Force
and an airline background—I think you have to look 20 years ahead. | stand to be corrected, but there is dso a
rumble that, in the Clarence, Grafton and Coffs Harbour may well get together, as you are fully aware—and our
learned friend to my left [Bevan Edwards] will highlight this at a later date—there has been untold trouble about
extending the exigting airport at Coffs Harbour. But, can you just take two concepts: an international airport in the
Clarence, an internationa airport down in the Hagtings area: that would reduce the overheads and expenses to run
four airports, as againgt two. And that would cover avery large area.

The Hon. I. COHEN: It is redly sgnificant overkill, is it not? You are saying that the loca community is well
serviced at the present time, and in the Kempsey areayou are redlly in arura community and looking at one of the
magjor industries that you saying is a growth industry, the pecan production industry. Are they shipping that out by
plane?

Cr HAMPARSUM: No.
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The Hon. I. COHEN: So you have got road and rail for the shipment of an important crop. | do have concerns that
the nature of the Kempsey area is being changed, rather than facilitating what the community needs in terms of air
trangport, business and medical and some tourism to fecilitate the movement of people from Sydney. Are you not
going off and cresting something that the community does not readly want?

Cr HAMPARSUM: With respect, | do not seeit that way. With respect, you are looking & it asit standstoday. We
are avery fast-growing area. People, strangely enough, are moving out of big cities, particularly Sydney—they find
the water, for example, very paatable in our part of the world, without being facetious—and therefore we are getting
alot of people who areretiring. South West Rocks is developing fast. So, to it and look &t the Situation as it is today
is sad. We must aways look ahead. | think that is the biggest legacy that we can leave to the incoming local
governments or councils of the future. | think that has been the biggest problem in our area: we have been too
conservative, and we have not moved with the times. | praise Port Macquarie, because they have been less
conservative and they have forged ahead.

The Hon. Dr B. P. V. PEZZUTTI: You are aware that Coffs Harbour has dready done some trials of international
flightsto New Zealand a couple of years ago.

Cr HAMPARSUM: Yes.

The Hon. Dr B. P. V. PEZZUTTI: Given the nature of the 767, which | think iswhat they trialed with, was it not?
Cr HAMPARSUM: | understand it was, yes—or 737/400s, | think it might have been.

The Hon. Dr B. P. V. PEZZUTTI: How many sedts have they?

Cr HAMPARSUM: The 737 have about 123 seets, and the 767 is much bigger.

The Hon. Dr B. P. V. PEZZUTTI: Did that particular aeroplane cause any problems, given the airport runway at
Coffs Harbour?

Cr HAMPARSUM: | think the 767 had difficulty with runway length. The 737 was reasonably comfortable. | am
not familiar with the statigtics of Coffs Harbour airport.

The Hon. Dr B. P. V. PEZZUTTI: What istheregtriction at Coffs Harbour airport? Isthat restriction due to noise?
Cr HAMPARSUM: | think noise abatement was one of the factors.

The Hon. Dr B. P. V. PEZZUTTI: | will come back to those later. Interms of your ideg, has land been set aside for
such an international airport?

Cr HAMPARSUM: No, it has not.

The Hon. Dr B. P. V. PEZZUTTI: Given the short travel distances, as was raised by the Hon. lan Cohen, between
Kempsey and Port Macquarie—and, in his own area, he would be aware of the distances between Lismore and
Casino is 20 minutes and Lismore and Ballina is about 20 minutes, and there are three airports within a 20-minute
drive of Lismore, and | do not see any of those closing themselves down, and they have dl got fairly high trave ligs.

Cr HAMPARSUM: Yes.
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The Hon. Dr B. P. V. PEZZUTTI: Why isit that people want to have an airport right next to them, whereas the
people on the north shore of Sydney travel an hour to get to an airport and they are perfectly happy to do that? The
people from western Sydney travel by aeroplane, but if they travel by air they must travel for an hour to the airport as
well. Why isit that the people in the country are not prepared to drive for an hour to get to an airport?

Cr HAMPARSUM: Within our area we have a variation of attractions, and people come up here to retire, and
people come up here for recregtional reasons, and | think their expectations are that they should be able to gain access
to airports. We are also looking long-range for tourism.

The Hon. Dr B. P. V. PEZZUTTI: Yes, | accept that. But, if atourist comesinto Sydney, then the shortest travel
time they are going to have to get to the centre of Sydney, after they get their bags and get out of the airport, is about
35 minutes. And Sydney is the usual destination for them. Why isthat people from the country want to have atravel
time of less than 30 minutesto get to an airport and put up with the noise and so on? Every council wants an airport.

CHAIRMAN: How far do you travel, Brian?

The Hon. Dr B. P. V. PEZZUTTI: Half anhour. 1 gotoBdlina Itis20 minutesto get to Lismore. | travel for 20
minutes, and that just happens because | happen to live there. But why is that country people are not prepared to
travel for haf an hour whereas city people aways haveto travel half an hour? If they trave less than that, dl they do
iswhinge about the airport.

Cr HAMPARSUM: 1 think it is an interesting question, but psychologicdly, rightly or wrongly, country people fed
that they are somewhat disadvantaged in many ways, and therefore access to other places in a more flexible manner
than oneis accustomed to if onelivesin acity is perhaps something that they expect.

The Hon. Dr B. P. V. PEZZUTTI: You are proposing, with your new international runway, to make both the
people from Kempsey and the people from Port Macquarie travel further to their airport.

Cr HAMPARSUM: Not redly, not in essence. Our airport geographicaly is located to the western part of
Kempsey. Frankly spesking, thereis not agreat ded of differencein travelling time. But we arelooking at the idea—
and, | repedt, it is only an idea—but can you imagine that if we build an international airport in that area, it means
that we can get overseas people directly, bypassing Sydney and the capitd cities, which | understand is redlly the
biggest problem. | mean, | flew in and out of Sydney for years from oversess; | did not operate within Augtrdia
because | was flying internationally, and we used to bring them in by the loads, and they hated coming into the big
cities. Many of them wanted to go directly to the rural aress.

The Hon. Dr B. P. V. PEZZUTTI: Mog evidence we have received, even from places like Bdlina, is that a fairly
hefty percentage of the travel is businesstravel. Would you envisage a large business clientele in 20 yearstime, for a
sarvice Tokyo to Hastings, or from New Zedland to Hastings, or would that be mostly a tourism thing that you would
be looking at?

Cr HAMPARSUM: At thisstage, | think it would be alittle bit ambitious to think much above the tourism level.
The Hon. Dr B. P. V. PEZZUTTI: Andwhat sort of plane are you taking about?

Cr HAMPARSUM: It would be wide-bodied, but medium size.
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The Hon. Dr B. P. V. PEZZUTTI: What sort of Szein terms of seats?
Cr HAMPARSUM: A 767, or thereabouts.
The Hon. Dr B. P. V. PEZZUTTI: So about 150 to 200 seats?

Cr HAMPARSUM: Yes. But, again, it dependsin 20 years time what type of aircraft will be coming out. If you
see the capacity of the 777 now, and the economy of it, and its single-engine performance, with two engines only, itis
remarkable.

The Hon. Dr B. P. V. PEZZUTTI: | am used to people from the Hastings having wide visons. The Hastings 2000
concept is one that comes to mind, and now we have this one. | mean, the Hastings is a very rapidly growing area,
and it has huge attractions. Why have you decided on 20 years as a planning time?

Cr HAMPARSUM: Perhaps | have lived in the Far East too long, but it is one thing | have learnt from the Chinese;
they think in 20-year cycles. That is something that we Europeans miss out on. Their planning is not necessarily for
Rick Hamparsum today and my wife; it is for my children and my grandchildren. | see Maaysia and Singapore—
which are having a bit of a down, and so are we, a the moment, but it is only a temporary one—and | see the
planning that is going on over there, and | fear that if we do not get in there and go with it, we are going to be left
very far behind.

The Hon. Dr B. P. V. PEZZUTT]I: This Committee, in respect of another inquiry, visited Maaysia and Singapore.
| was impressed thet they were on their seventh five-year plan.

Cr HAMPARSUM: Yes.

The Hon. Dr B. P. V. PEZZUTTI: They doitin five-year cycles, but they do have a plan for the five years beyond
that. Has the Hastings Council and the Kempsey Council to your knowledge decided, as part of its planning under
their LEPS, put that land aside for that purpose?

Cr HAMPARSUM: No, we have not at thisstage. Thisiswhat | said, and | repeat, we arejust et the initia talking
gtages. | do not believe it needs to be placed in camera, but the Mayor, Councillor John Bowell, has authorised me to
discuss this with you if the Chairman and the Committee would be so kind to accept the comments | am making.
But, as| said, Frank Harrison said that a developer had approached them to buy up the airport for development, and
therefore obvioudy the need for a new airport is going to have to be consdered. So why butt each others heads
together? Why not work together and create something from which we can both benefit?

The Hon. Dr B. P. V. PEZZUTTI: To do that, of course, the investigating party would have to do an EIS and the
like.
Cr HAMPARSUM: Of course.

The Hon. Dr B. P. V. PEZZUTTI: What do you think it would cost to build from the beginning in the Hastings
Valey an international standard airport with the appropriate handling facilities, because | think you have got fairly
good, flat land there?

Cr HAMPARSUM: The expression is that when the kangaroos go to the Kundabung area they take a packed lunch
with them; it is pretty hard country. Other parts of our valley are extremely fertile. In fact, they are even asrich as
the Po Valley in Italy, which | understand has one of the most fertile strips of land in the world.
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The Hon. Dr B. P. V. PEZZUTTI: | am talking about the cost of development, plus the infrastructure for the
connection to the highway and the EIS process dl included. Has anybody got a ball-park figure of, say, $14 million,
$20 million, or $5 million?

Cr HAMPARSUM: | would haveto take that question on board, because | have no idea.

The Hon. Dr B. P. V. PEZZUTTI: A lot of other places are interested in this.

CHAIRMAN: | was going to ask you to provide us with a copy of the council's management plan.

Cr HAMPARSUM: | will be happy to do that.

The Hon. Dr B. P. V. PEZZUTTI: Some people from Goulburn may have done a feasibility study and the costing,
because there has been alot of talk about an international airport at Goulburn and Parkes.

The Hon. I. M. MACDONALD: Areyou taking about an international airport or acombined regiona airport?

Cr HAMPARSUM: Basicdly spesking, if you look at airports that are being constructed all over the world, at
Singapore, throughout Malaysia and China today, we do not build airports on a regiond or a domestic basis any
longer. AsPeron did in the Argenting, he built an internationa airport and everyone said he was crazy.

The Hon. I. M. MACDONALD: Hewasadictator.

Cr HAMPARSUM: But look et it today. It works today.

The Hon. I. M. MACDONALD: | don't think he would have had to have an EIS.

The Hon. Dr B. P. V. PEZZUTTI: What you talk about originaly would be to have an LEP set aside for a parcd of
land that is capable of housing an international airport, with the idea of combining your regiona airports in the one
place and then selling off the land a Port Macquarie for development aswell, with the ability of doing the EIS so that
it isunder the LEP and is capable of being expanded.

Cr HAMPARSUM: Yes.

The Hon. Dr B. P. V. PEZZUTTI: | mean, you would not put in two miles of runway and an internationa-style
arport de novo. But the ideaof combining two airports has considerable merit, because that means that under the dot
times and access to Kingsford Smith airport would be very much shorter for both towns if you had a bigger aeroplane,
and that would give you much more certainty. What are the loadings out of Kempsey and Port Macquarie a the
moment?

CHAIRMAN: 1tis 8,500 out of Kempsey. Do you know what it is out of Port Macquarie?

Cr HAMPARSUM: | do not know what it is for Port Macquarie, no. They are certainly higher than ours, but | do
not have those figures.

The Hon. J. R. JOHNSON: With dl of the services that you provide to the travelling public, | suppose you redise
that if the GST isfoist upon usthey will dl raise by 10 per cent.
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Cr HAMPARSUM: Without being facetious, | have yet to come to fully understand the meaning of the GST.
CHAIRMAN: You are not donein that.
Cr HAMPARSUM: | am sorry, but | do not quite follow your question. Could you repest it?

The Hon. J. R. JOHNSON: Inrespect of al of the servicesthat you now provide to the airlines, your charges to the
travelling public will increase by 10 per cent.

Cr HAMPARSUM: Yes.

The Hon. J. R. JOHNSON: Would that not have an effect?
Cr HAMPARSUM: | would suggest no, hot at this stage.
The Hon. J. R. JOHNSON: | wish you wdll.

Cr HAMPARSUM: Thank you.

CHAIRMAN: Thank you very much for coming aong today. |f you would provide that additiona informetion, the
Committee would gppreciate that.

Cr HAMPARSUM: | will do so.

(The witness withdrew)
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BEVAN GEORGE EDWARDS, Airport Manager, Coffs Harbour City Council; sworn and examined:

CHAIRMAN: Mr Edwards, in what capacity are you appearing before the Committeg?
Mr EDWARDS: | am appearing on behalf of the Coffs Harbour City Council.

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

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

CHAIRMAN: The council has made awritten submission. Would you like that to be included as part of your sworn
evidence?

Mr EDWARDS: Yes.

CHAIRMAN: If you should consider at any stage during your evidence that in the public interest certain evidence or
documents you may wish to present should be heard or seen only by the Committee, the Committee will be willing to
accede to your request and resolve into confidential sesson. Would you like to give us a brief overview and then we
will ask you some questions.

Mr EDWARDS: Thank you, Mr Chairman. Firstly, on behalf of council, | would like to thank the Committee for
the opportunity to make a submission and appear before the Committee today. | confirm that council is an active
member of the Northern New South Wales Airport Management Group, o we support their submission, but of course
we have made a submission on our behalf to express matters of particular interest to the port of Coffs Harbour.

By way of background, council is an active member of the aviation industry. We get involved with the Airports
Owners Association of Augtralia, and we see as an airport owner and as a participant as a very important one. With
the Federa government handing over ownership of just about al airports to other bodies, and particularly to loca
government, local government as a body needs to get in there and pick up skills and go with the running. That is
what this council has been trying to do.

Council has invested alot of time, money and effort in recent years in planning and developing the airport. Council
sees the airport and air services as a crucia part of the development of the city and the adjoining region. We are
uniquely stuated in our location between Sydney and Brisbane, so that we have a great opportunity to compete,
particularly in the tourist area, and get some of those tourists who are whipping off to Queendand and not staying in
New South Waes. We see that as an important part that we can play for this region and for the State. The beauty of
it is that we are not tapping into a market-place that this city and region aready have; we are tapping into a market-
place that New South Walesislosing to our northern neighbours.

Aswdl asthe submission, | would like to table for the information of the Committee an example of some promotional
material. | make the point that that particular document shows an Ansett aircraft on the front. We are not biased
towards one particular company.
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The Hon. I. M. MACDONALD: Haveyou charged them?

Mr EDWARDS: No. We have amarketing budget of $300,000, which in marketing termsis not a big budget. We
try to expand that where we can by joining with other organisations, airlines and whatever, and thereby get our dollar
to go alittle bit further. We have been involved in a number of rather large campaigns, particularly in Sydney and
Melbourne, promoting the area. That promotiona materid is an example of what we are trying to do with our lean
and mean marketing dollars.

The other document in that material is a document that council at present has on public exhibition. It is a financia
model for the airport for the next 15 years. Going by the questions that you have asked earlier on, it might not answer
all of those but it is certainly a trangparent model of how we spend our income, what we plan for our airport for the
future, and how we are going to fund that.

CHAIRMAN: Do you formally table that?

Mr EDWARDS: | formally table that. It isin the brochure, but | will give you another copy. Council takes the
position with its airport that it has to be self-funding, and that council will not be taking money out of genera revenue
to fund it. It operates asabusiness. But council seesit as reasonable that the airport makes some sort of return. There
isaproposa at this stage to return a 10 per cent dividend to the community, based on income, and that would be alot
less if based on the capital vaue of the ste. However, that may change if we are pressured on the provision of air
traffic control. That may eat into our dividend a little bit. But that remains to be seen, because there are a lot of
unanswered questionsin that regard.

| would reiterate that, although one may argue that because the Coffs Harbour-Sydney route, being the busiest in New
South Wales, is more open to deregulation than any other, we would like to make the point that, because of our
stuation, and because we fed we need a high level of service by jet to promote the best destination to tourists from
both Mebourne and Sydney for conferencing—and it is very important to have a larger aircraft available on stream
for conferencing and for internationa inbound passengers, that is people coming through Sydney and tending to hop
on a plane and fly usudly to Queendand, we want to retain our high level of service so that we can attract those
peopleto our area. Wefed that anything but managed competition would dilute our market-place sufficiently that we
could lose jet operations, or alarge-Sze jet.

I would also mention that council islooking, in conjunction with an aviation training school and the Southern Cross
University, to develop through the university and the arport—and bearing in mind that the Southern Cross
University campus is very close to our airport—and international aviation college, which is not just another pilot
training organisation, because there are too many of those in Austrdia aready, and the market is saturated with
them—a complete aviation college. | said before the Southern Cross Universty; it is actudly the Coffs Harbour
education campus. It involvesthe university, the TAFE college and the senior high school.

We are able, through the university and TAFE, to give a wide spectrum of training for aviation, including ground
handling, cabin service, baggage handling, pilot training, and air traffic control, et cetera. There is nothing that we
would not be able to give through this consortium in the way of training for aviation. There is nothing like it in the
southern hemisphere, and there are only one or two like it in the northern hemisphere. Soitisarea opportunity, and
that is something that we are pursuing.

| take this opportunity to answer a question that you have asked of my colleagues relating to the handing over of
airports from the Federal government to local government and the problems that derive from that.

COFFS HARBOUR, 27 AUGUST 1998 295 MR EDWARDS



STANDING COMMITTEE ON STATE DEVELOPMENT

The Hon. Dr B. P. V. PEZZUTTI: Firg of dl, the value of the property first, and then what problems arose.

Mr EDWARDS: Asto the value of the property, because | am alate entrant in my involvement with Coffs Harbour
airport | cannot give you the values back in 1991, and there was actualy atrangtion period anyway. However, what |
cantell you isthat the airport land at Coffs Harbour is vaued at about $6 million. | can confirm these figures.

CHAIRMAN: If you would take that question on notice and give us the 1991 figure and the current figure. But,
could you give us an approximate idea.

Mr EDWARDS: The vaue of the asset we think, including the land, is in the order of $17 million. That is after
depreciation. We do review that every year under our asset system.

The Hon. Dr B. P. V. PEZZUTTI: Wasthe new termina after 1991 or before then?

Mr EDWARDS: The new terminal was before 1991, but it has been upgraded three times. The new termina was
in 1986. What you see out there today is not what was there in 1986.

Some of the other problemsthat | have seen with the handing over of airportsredly relatesto legidation, in that when
the Commonweslth owned al the airportsit also had legidation that blanketed the whole of Australiaand enabled the
Commonwedlth to operate its airports with reasonable ease. Not being a practitioner in the Federal area, | cannot
give you afull cross-section of what some of those sections might be. We only discover them when we trip on them.
But | can give you two examples. One rdates to the collection of landing fees. The Federa law alowed the
Commonwealth government to collect landing fees. That right was not handed over to locd airport owners.

We are very fortunate in New South Wales—and | thank the State government—that the State government changed
the Local Government Act in recent times so that councils that own airports can recoup fees from aircraft owners, but
privately owned airportsin New South Wales still cannot recoup fees.

The other issue that | am aware of is the control of buildings, building heights, control of foliage around airports—a
crucia issue. If itisan airport like ours, where the local council isthe owner, then it can control at least the building
sde of it by its own planning documents. However, if it is a privately owned airport, or an airport near an adjoining
local government area, then the airport owner may have problems with control of building height. Even councils that
do own their own airports may have trouble with the control of foliage, trees and that sort of thing.

The Hon. Dr B. P. V. PEZZUTTI: They do not fed that they have a conflict of interest in that they own the
property, do they?

Mr EDWARDS: It goes beyond the property. Itisland adjoining—
The Hon. Dr B. P. V. PEZZUTTI: That iswhat | mean. They are protecting their investment.
Mr EDWARDS: Yes. But probably protecting it no differently than the Commonwesalth would have done.

The Hon. Dr B. P. V. PEZZUTTI: The point of that was: but not if it was a private owner. They look after their
own.

CHAIRMAN: But council hasless controls over a private owner than they do if the airport istheir own property.
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The Hon. Dr B. P. V. PEZZUTTI: But they move, in planning processes, in terms of height of trees above
buildings and other surrounding development in order to protect their own investment, which they would not do if it
was a private owner that had it. | think thereisasubstantia conflict of interest.

CHAIRMAN: No, thereisnot. | could give you a dissertation on the Local Government Act and the Chinese town
planing wall.

Mr EDWARDS: Bethat asit may, Mr Chairman, that is a problem for us.

CHAIRMAN: You gave us an ast figure of $17 million, and you refereed to 10 per cent of operating, but that is
about $200,000. It actually works out at areturn of about 2.5 per cent return on your asset.

Mr EDWARDS: Yes.

CHAIRMAN: You have covered pretty well that | would have asked of you, but there is one quote that | would like
to make to you from the foreword of the Independent Pricing and Regulatory Tribund's report of July 1997 entitled
"Review of Regulation and Licensing of Air Service Operatorsin New South Wales'. Intheforeword it said:

The overwhelming conclusion that emerges from this Inquiry is that the State as a whole will benefit
considerably from deregulating air services.

Larger rural 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 fair packages.
Deregulated air routes across Australia generally have lower per kilometre fares than comparable regulated air
routes within New South Wales.

Do you have any comment on that? Y ou are thelagt of the councils mentioned that we have visited.

Mr EDWARDS: | do have comment on that, Mr Chairman. We were introduced to managed competition in 1991
with the introduction of a second airline into Coffs Harbour, and we certainly did benefit from that. But those benefits
were long coming, and we were squeezing alittle bit more out of the airlines, we think, astime goeson. But themain
benefit for uswasto be amainline port for Ansett and to enjoy al the benefits of being amainline port for Ansett, and
in turn bringing in their competitor, the Qantas network, and we enjoyed the benefits in savingsin air fares through
being part of amainline airport that we may not enjoy if we had just regional status.

But thereisarule of thumb in aviation in New South Wales that 100,000 passengers per year is about the limit for an
arline, so that, as Mike Dubois from Tamworth said, if you are running at just over 100,000 you are redly only
looking a one and a half airlines. We are in a similar position with 177,000. As | said before, we are a little bit
different in that we want to keep our jet services to provide a better level of service to compete with our northern
competitors. But we fed that managed competition isthe way to go in aviation in New South Waes.

If you look at Audrdia, we are really a two-airline nation. That tends to filter down through al levels of airlines,
Compass | and Compeass |1 shows that maybe we are not ready for a third airline yet. | believe there is one in the
offing, and it will be interesting to see how it fares on the mainline routes.

CHAIRMAN: Likeal the others, you would not agree with that comment made by IPART?
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Mr EDWARDS: No. We definitely do not, Mr Chairman.

The Hon. J. R. JOHNSON: What recommendations would you like to see from this Committee?

Mr EDWARDS: In terms of regulation of air services in New South Wales, we would like to see managed
competition in the busier routes and possibly regulation in the smdler, quieter routes. | think the point raised earlier
on about community service obligations versus linking a network with cross-subsidisation is a very good point; and
the cross-subsidisation side of it, not burdening the government with community service obligations, and the hasdes
that go with that, is probably the better of the two.

The Hon. J. R. JOHNSON: Youtel usthat yoursisthe most used airport in New South Wales.

Mr EDWARDS: Intermsof regiona passenger numbers, yes.

CHAIRMAN: Itisabout 177,000, isit not?

Mr EDWARDS: Yes, 177,000 people ayear go through the airport.

The Hon. J. R. JOHNSON: Y our shire council does not have to put money in?

Mr EDWARDS: No. Theairport returns quite a hedthy profit. It isavery good business.

The Hon. J. R. JOHNSON: Doesit pay adividend to the council, or doesit retain the profit?

Mr EDWARDS: Thereis areserve for the airport—which is about $3 million a the moment, and it is detailed in
that document that | have tabled. There is a smal dividend returned to the community in the way of provison of
marketing money and the provision of a sports co-ordinator. One of the jobs of that sports coordinator is to promote
Coffs Harbour as a detination for large sporting events. We had the New South Wales Masters Games here recently.
Also, an amount of money is paid to the council to cover administration costs.

The Hon. J. R. JOHNSON: How much isyour landing fee?

Mr EDWARDS: Our landing fee for light aircraft and generd aviation aircraft is $5.50 per tonne; for the domestic
regular passenger serviceit is $5 per tonne and $8 per person through the terminal.

The Hon. J. R. JOHNSON: If you get aGST, that $8 will be $8.80.

Mr EDWARDS: Y ou are probably right.

The Hon. J. R. JOHNSON: That will have adramatic effect on your revenue.

The Hon. Dr B. P. V. PEZZUTTI: Arethelanding fee and the facility fee separate?

Mr EDWARDS: Not if you are on a regular passenger transport service. For the aeroplane that you would have
flown in to get up to this meeting, the airlineswould pay us those two fees combined.

The Hon. Dr B. P. V. PEZZUTTI: But if you are a generd aviation user and you do not use the facility it is $5 per
tonne. If you walk through the terminal it is $8 per person aswell?
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Mr EDWARDS: Intheory, but not in practice. We do not charge people for their $8.

The Hon. Dr B. P. V. PEZZUTTI: For Kingsford Smith airport there is a landing fee and then there is a facility
fee

Mr EDWARDS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: | think thet is the only evidence we have of someone in the country who does
that. | think that isright.

The Hon. J. R. JOHNSON: Yes.

The Hon. Dr B. P. V. PEZZUTTI: The reason that | asked you about the property that was handed to you by the
Commonwedlth, which handed you the land and the termina building, athough you have upgraded and changed it
over time, isthat it was afairly good kick forward by the Commonweslth at the time.

Mr EDWARDS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: And afair incentive, without immediate outgoings, for council to generate
income.

Mr EDWARDS: Yes.
The Hon. Dr B. P. V. PEZZUTTI: And then develop it further.

Mr EDWARDS: Yes. Just onthat point: council did contribute partly to that upgrading as well originaly. | do not
have those figures, but | can get them.

The Hon. Dr B. P. V. PEZZUTTI: | know that most councils did. Were there any other bidders, or were the local
government bodies the only bodies that were offered these properties?

Mr EDWARDS: To my knowledge, locad government was the only body offered it. It was part of the airport loca
ownership program of transition.

The Hon. Dr B. P. V. PEZZUTTI: | know the Coolangatta one was up for bids in the early phase when the
ownership was handed over, and the councils were offered it, and they decided not to teke it. Soitistill in the hands
of the Federd Airports Corporation. If other councils had not taken up the offer, would the Federd Airports
Corporation continue to own them?

Mr EDWARDS: | suspect so.

The Hon. Dr B. P. V. PEZZUTTI: So there was afair bit of foresight on the part of the loca government bodies
when they took up those offers.

Mr EDWARDS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: And there has been afair bit of input from and pain for local government in
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maintaining those facilities in terms of ratepayers and noise and so on.

Mr EDWARDS: Yes, that isright. We are fortunate in Coffs Harbour in that the airport has always paid its way,
but other airports are a burden on the local government.

The Hon. Dr B. P. V. PEZZUTTI: Council used to get alot of complaints from the Toormina people when the F28
wasflyingin. Isthat till aproblem with the 737 and the BAE1467?

Mr EDWARDS: Certainly not so much with the BAE146, and for that matter not really with the 737. Surprisingly,
the complaints that we get relate to night flights, which isthe newspaper plane.

The Hon. Dr B. P. V. PEZZUTTI: On theissue of managed compstition and licences, when the licences were last
decided, which | think wasin 1965, isthat correct?

Mr EDWARDS: 1995, yes.

The Hon. Dr B. P. V. PEZZUTTI: The Air Trangport Council went out to collect bids and then came to locd
government and the community generally, and had hearings up and down the coast on what people thought they
needed.

Mr EDWARDS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: But the final decision on what was acceptable at that time was the Air Transport
Council. Isthat correct?

Mr EDWARDS: That is correct.
The Hon. Dr B. P. V. PEZZUTTI: Sothe decision was not made locally; it was made in Sydney.
Mr EDWARDS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: If Ansett decided tomorrow to vary its jet service, even though it is a condition
of the licence | assume.

Mr EDWARDS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: | know it isacondition of the licencein Bdlina.

Mr EDWARDS: | think you are right, yes.

The Hon. Dr B. P. V. PEZZUTTI: If they decided to change down to Saabs from the jet, there is no requirement
for the Air Trangport Council to come back to Coffs Harbour Council, to your airport, or to anybody before it does
that. Isthat so?

Mr EDWARDS: | believe you are correct.

The Hon. Dr B. P. V. PEZZUTTI: What isthe effective differencein terms of local control, and the wishes of Coffs

Harbour Council and the wishes of the community generdly about the jet in terms of tourism, between a deregulated
market and aregulated market?
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Mr EDWARDS: In this particular case we have the opportunity to go to the Air Transport Council if our service
provider is not providing the service that we think he should. We have the opportunity to go to the Air Transport
Council inthat instance. Mind you, we aso have the opportunity to approach the provider himself, and we have done
that. We have a quite good dialogue with Ansett. But we have found that in recent times the Air Transport Council
has been very receptive to approaches on behdf of councils.

The Hon. Dr B. P. V. PEZZUTTI: For example, when Hazelton pulled out of a number of routes for which it had
licences after the last round, there was no pendlty, was there?

Mr EDWARDS: Not that | am aware of, no.

The Hon. Dr B. P. V. PEZZUTTI: | cannot see what the difference is between managed competition and open
competition for routes such as Coffs Harbour, where you have two airlines vying for business. | mean, tomorrow
Qantas could decide to bring in ajet, could it not?

Mr EDWARDS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: It could upgradeif it wished?

Mr EDWARDS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: Inthe sameway, Anstt, with afair bit of public pain, could downgrade.

Mr EDWARDS: Yes.

The Hon. Dr B. P. V. PEZZUTTI: But a third operator, like Internationa, simply could not start a service.
International isathird player that seemsto be emerging.

Mr EDWARDS: The difference is that Coffs Harbour—and | can only speak for Coffs Harbour in that regard—is
working very closely with both airlines to make this port a viable and growing port. But, whilst managed competition
isthere, we do not have to worry about athird operator coming in.

CHAIRMAN: Itisinthe Act that if one of the airlines were to downgrade its services, the Minister can re-advertise
the route.

The Hon. Dr B. P. V. PEZZUTTI: Yes. Butwhat | am trying to point out isthat that is not alocal decison. That
isadecision taken by the Air Trangport Council sitting in Sydney.

CHAIRMAN: Yes. But the council could object to the Air Transport Council and ask the Air Transport Council to
re-advertise. That isthe only avenue open to the council.

Mr EDWARDS: Another point to note is that, particularly in the northern New South Wales area, we have a close
liaison with the Air Transport Council. The Northern New South Wales Airport Management Group meets quarterly.

The Hon. Dr B. P. V. PEZZUTTI: With the Air Trangport Council?

Mr EDWARDS: No, the group itself. But the Air Trangport Council representative isinvited to those meetings, and
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they try to attend as many as they can. They do not get to dl of those meetings, but certainly they do come and listen
to our concerns and give us updates.

The Hon. Dr B. P. V. PEZZUTTI: | bet they would not bother going to Dubbo. | would not mind a trip to Coffs
Harbour once a fortnight.

Mr EDWARDS: They are not dways at Coffs Harbour. Thelast onewasin Inverell.

The Hon. Dr B. P. V. PEZZUTTI: Dubbo gets 11 flights a day Monday to Friday. That meansthey arelanding 11
times and taking off 11 times from Sydney. Y ou are getting five flights a day, are you not?

Mr EDWARDS: Seven, including Eastern.

The Hon. Dr B. P. V. PEZZUTTI: Given that Dubbo has about 108,000 passengers, you have till got vastly more
than has Dubbo, and Dubbo is using four more dot times, if push comes to shove, how do you think dot times can be
rationaised to ensure equdity of access for business and other travel from regiona New South Wales, where the
number of dot times available in peak timesis limited to 80? |s there a mechanism that you have thought about that
you could advise the Committee, who could then advise the State Minister, who could then advise Mr Vaile, on what
is going to be a more and more difficulty task for regional New South Walesto hold those important dot times?

Mr EDWARDS: There is no doubt that the demand will outstrip the supply in years to come, and that there are
going to be people at small airports saying that they deserve their dot times. But, without mentioning ports, the
logical extension would be to work either a spoke and hub or a route where there is not a direct flight; where you go
from asmall port to alarger port, pick up more people and go into the city.

The Hon. Dr B. P. V. PEZZUTTI: Do you think the north coast would be well served if, for example, Qantas
entered the market with a BAE146 that did what Ansett used to do, which is Sydney-Coffs Harbour-Balina, Ballina-
Coffs Harbour-Sydney?

Mr EDWARDS: That is certainly one solution.

The Hon. Dr B. P. V. PEZZUTTI: Rather than have al these Saabs flying up and down. There are only 80 dot
times, and if there are three Saabs they take the same time to land as three big jets. So how do you think we can
protect smaller services from being pushed out by bigger services?

Mr EDWARDS: One cannot redly protect smaler services from being pushed out by the bigger services.

The Hon. Dr B. P. V. PEZZUTTI: Even with managed competition?

CHAIRMAN: Orthedot times.

Mr EDWARDS: Yes, you havethe dot times.

The Hon. Dr B. P. V. PEZZUTTI: The answer to that is that, no, you cannot with managed competition, but you
can with dot times.

Mr EDWARDS: Y ou can with dot times, providing the dot times are introduced and managed in conjunction with
reasonable landing fees.
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The Hon. Dr B. P. V. PEZZUTTI: Hang on, before you get to landing fees. We have got to teke thisa step @ a
time, because we want to get answers to each of the questions. The dot times are currently allocated by a meeting of
airline operatorsto eech airline. Isthat correct.

Mr EDWARDS: That iscorrect.

The Hon. Dr B. P. V. PEZZUTTI: What would stop Ansett from transferring one of its dot times from Dubbo to
Coffs Harbour?

Mr EDWARDS: Thereis absolutely nothing to stop that transfer.

The Hon. Dr B. P. V. PEZZUTTI: What can we do to protect a dot time that might be dlocated to Deniliquin
being transferred by Hazelton to Lismore?

Mr EDWARDS: Y ou dlocate the dot to the port and not to the airline.

The Hon. Dr B. P. V. PEZZUTTI: Then how do you, in equity terms, work out a formula by which a certain
number of paying passengers get a dot time? | mean, you cannot dlocate a dot time if one aeroplane is going to
come in with five people onit. That would be absurd. Have you or your airport committee thought of a formula that
might be equitable?

Mr EDWARDS: No, we have not. | think that is a difficult question. At the moment, as you would be aware, it is
just based on grandfather rights, and if you are lucky enough to have one now, you are lucky; if you have not got one,
you are out of luck. That is primarily the Situation.

The Hon. Dr B. P. V. PEZZUTTI: Given that the Sydney Airports Corporation is going to be privatised, and that
four or five arports, including Essendon, are going to be privatised, what legidative process should be put in place to
protect the rights of regiona people to land a Kingsford Smith airport? Secondly, what can be done about the
grandfather clauses?

Mr EDWARDS: It needs to be written into the Airport Act. We have the assurance of the Minister, but we do not
haveit in writing.

The Hon. Dr B. P. V. PEZZUTTI: Isitinregulations at the moment?
Mr EDWARDS: | am not aware of it being in regulations. 1t may be, but | am not aware of that.
The Hon. Dr B. P. V. PEZZUTTI: Aredot times regulated at the moment, or are they smply agreed?

Mr EDWARDS: They are agreed to by adot alocation committee, | think.

The Hon. Dr B. P. V. PEZZUTTI: Interms of cogts, given that Kingsford Smith airport has to manage its cogts,
like you manage your costs, and make provision for the future, it has only 80 landings an hour on which to determine
its costs, and those cogts are gpportioned in some way which will be more and more commercia: do you think that
there is a place for a community service obligation payment by a State government to ensure that the people in this
State have reasonable access to Kingsford Smith airport, by way of a community service obligation payment either to
people, like it does with the Isolated Patients Transport and Accommodation Scheme (IPTAS) for the travelling sick,
or to an airline to help overcome the problems of the cost risesfor smdl aeroplanes?
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Mr EDWARDS: The community service obligation approach is one approach. My recommendation to the
government would be that, if it is going to follow that peth, it does so in such away that it minimises the ahility to
abuse that payment and also make it easy to manage. But that is only one option.

The Hon. Dr B. P. V. PEZZUTTI: Perhaps, because of restriction of time available to this Committee, if you have
any ideas on how that sort of idea could be implemented fairly, or if you have a number of options that you could set
out in writing to the Committee, even if it is haf a page, that would be helpful. Would you give some thought to
recommendations on methods and possible difficulties. 1 am sorry for interrupting you, but there is not much time.

CHAIRMAN: And any other questions that you go away from here and think, "1 should have said such-and-such,"
would you add those commentsto it aswell.

The Hon. I. COHEN: Mr Edwards, before | ask a question, might | compliment you on your "subtropical holiday
playground” promotion. Do you think it isworking? Areyou aware that Tourism New South Wales is lying through
its back teeth in promoting tropical New South Wales further up the coast, which | am glad your council has not
included itself in because it actualy denigrates the concept of subtropical? Is it working as an attraction to Coffs
Harbour of tourism? What sort of tourism istaking place by air?

Mr EDWARDS: Itisworking. | wasn't aware that Tourism New South Waeswastdling little fibs.

The Hon. I. COHEN: Big fibs, actudly.

Mr EDWARDS: The make-up of our customers has gone from basicaly 60 per cent business and 40 percent
tourism to 65 per cent tourism and about 35 per cent of business. We are tapping into mainly the short-stay market.
We are pulling people out of degtinations like Maroochydore and the Gold Coast, and possibly even Cairns, mainly in
the short-stay market.

The Hon. I. COHEN: Dr Pezzuiti spoke of the number of flights and made comparisons with Dubbo, which | fed is
not a good comparison. What effect does that type of market have on the vehicles that you bring into Coffs Harbour?

Mr EDWARDS: At the moment it does not have a great dedl of effect because we have plenty of capacity in the
service that we have got. But it would—

The Hon. I. COHEN: Isit working with lessflights of bigger capacity? Isthat the way to go to increase the market?
Mr EDWARDS: That is effectively how it will work. [t is dways a baance between frequency of flight versus the
economy of scale that you get from introducing a larger aircraft. But there is dways a point where you cannot
introduce alarge aircraft too early because it will not pay for itself. There is a point where the operator will decide to
step up to the next size.

The Hon. I. COHEN: You said that this council area was not happy with deregulation, and you described it is
managed competition in the big airports and regulation in the smaller ones. What isthe difference?

Mr EDWARDS: Very little.

CHAIRMAN: Many of the smdler airports have only one service, o it is regulated, where as with managed
competition there are two players.
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The Hon. I. COHEN: Nevertheless, with such a healthy potentia, why are you so keen on managed competition or
atype of regulation?

Mr EDWARDS: | think to keep the whole process sensble. There is an old saying in aviation that if you want to
make a small fortune you gtart off with abig one. There are alot of people out there who fed they would make a go
of it in aviation, but you see companies going to the wall from time to time, as we have seen recently. By having
managed competition, we are redly protecting people from themselves.

At the moment the Coffs Harbour-Sydney route is operating quite well with two people competing against each other,
and there will come atime in the future when three will be acceptable. But, if you introduce a third one too soon, in
the case of Coffs Harbour it could dilute our market to the point where we go back to the smdler aircraft.

The Hon. I. COHEN: Y ou mentioned that there were some problems with noise pollution from aircraft, particularly
with the newspaper aircraft coming in out of hours. Are there many complaints about noise? |s there potentia for an
increasein the noise? | mean, the corridor is pretty well north-south, so that you are flying over some fairly populated
aress. Is this something that, with the upgrading of tourism and the operation of bigger aeroplanes, could be a
problem?

Mr EDWARDS: There is no doubt that noise is an issue for the community of Coffs Harbour as it relates to the
airport. The concept that bigger aeroplanes are noisier is not true. In fact, the bigger aircraft that we have in Coffs
Harbour at the moment is quieter than the smaller F28 that we had. Our figures indicate that it will not be so much
the number of aircraft that we will increase, but the size of aircraft, that there will be the step up to the next level. So
we are working on the basis that over the next 15 to 20 years the number of aircraft that we get here each day will not
increase al that much. And the noise problem redly only relates to our southern suburbs; it is not such a problem to
the north. We are fortunate that, even though there is a noise problem, we do not have alot of development right up
against the airport, so that the aircraft are actualy going over at areasonable dtitude.

The Hon. I. COHEN: |s Sawtdl anoise affected area now?

Mr EDWARDS: It is, yes, to asmall degree. Toorminais directly in line with the runway, so it isthe areathat is
affected the most.

The Hon. I. COHEN: Other than that, are the people of Coffs Harbour, both in the tourism industry and also
residents, happy with the frequency and efficiency of the airport in terms of accessto Sydney?

Mr EDWARDS: | think generally they are. The only commentsthat | have received in recent timesisthat thereisa
fairly big gap in the afternoon for services out of Sydney. Our services tend to be seasonable; we have more services
in the summer time. | think that gap isfilled in the summer time. Whether the community are happy or not with the
arport is a question that our paliticians here are asking. We have been through an EIS recently, as well as alot of
community consultation.

My gut feding is that a lot of people are happy with the airport and the direction it is going. We were with the
Chamber of Commerce yesterday, and they were certainly positive about it. We have a resort in town here cdled
Pecific Bay which was built and then stood idle for quite a number of years. They opened for business simply on the
premise that the airport was here and that it was providing a good service and the council was managing it and was
willing to expand it asthe need arose.
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The Hon. I. COHEN: When you say expand it, are you talking about physically lengthening the runway? Are you
going to have a problem with the mela euca wetland?

Mr EDWARDS: Council has looked a a number of options for upgrading the airport, one of which includes its
lengthening. Council has not yet made a decison. Those documents that were put before you are looking at a
widening only, and not a lengthening of the runway. | cannot pre-empt what council is going to do, but if | were a
betting man | would suggest if they do anything it will be related to widening and not to lengthening. But, if
lengthening does go ahead, it will not go into that sendtive area.  We have some issues relating to Aborigina
heritage, and council has looked at that. That is more of an issue than the wetlands. | do not think that council will
go in and disturb that land.

The Hon. I. M. MACDONALD: It intrigues me that a number of councils which to al intents and purposes, under
a deregulated market, would do very well, have al come out heavily againgt deregulation. Do you see any potential
benefitsin deregulation for the Coffs Harbour regiona airport?

Mr EDWARDS: Not in the situation in which we find ourselves a the moment, no. We fed quite strongly that it
would be a disbenefit to us.

The Hon. I. M. MACDONALD: It would not mean greater frequency of flights? For instance, today the flight out
isat 12 o'clock, and then there is not another flight to Sydney until 7 o'clock. It seemsthat that, for a centre that has
177,000 passengers, is an inordinately long time.

Mr EDWARDS: That is definitely an unsatisfactory gap in our schedules. And, yes, deregulation would produce
extraservices, and if | were an operator that is where | would be dotting a plane. The reason we are in that situation
is that at the moment we are being serviced by 737s, which would be a little bit too big for the winter period, but
certainly not for the summer period. But we are willing to accept that because we are planning for the future. We are
not looking at today or tomorrow; we are looking et five years down the track. In five years time that will not be a
problem for us.

CHAIRMAN: | think the point is that in the summer time the mgjority of your traffic, 65 per cent, is actualy
tourists. So that later in the year, in summer, you would have additiond afternoon services. Isthat so?

Mr EDWARDS: Yes. And thereis aso another very practical operational reason why there is not a service in the
afternoon, and that is to force people onto the jet. That would be my guess.

The Hon. I. M. MACDONALD: To force people onto the 12 o'clock jet.

Mr EDWARDS: | suspect that is something that the operator has considered and used.

The Hon. I. M. MACDONALD: | must say | was very surprised. | have been to some smaller venues like Lismore,
which has far fewer passengers and quite a gap in facilities at the airport, but it has just as many, if not more, flights
than yourselves.

The Hon. Dr B. P. V. PEZZUTTI: No. Thereare only three out of Lismore.

The Hon. I. M. MACDONALD: But there was one a around 5 o'clock in the afternoon. It seems to me that they
have been scheduled for the convenience of the airlines.

The Hon. Dr B. P. V. PEZZUTTI: They are.
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The Hon. I. M. MACDONALD: And not for the convenience of the passengers.

Mr EDWARDS: It isaways afunction of providing a service and having the equipment that is suitable. They have
got to use the equipment that they have the bet that they can. It isnot good to have aircraft sitting on the ground.

The Hon. I. M. MACDONALD: But deregulaion could mean that you would have three or four flights in the
afternoon.

Mr EDWARDS: Yes.
The Hon. I. M. MACDONALD: That would bein the short term.

Mr EDWARDS: That would be in the short term, and it would be at the expense of the larger aircraft, and it may
well be more disruptive to the southern suburbs as well.

The Hon. I. M. MACDONALD: What isyour growth rate at the moment?

Mr EDWARDS: At the moment it is 8 per cent. Over thelast 10 yearsit has hovered around the 8 per cent. | think
over thelagt five yearsit would have averaged out a about 5 or 6 per cent.

The Hon. I. M. MACDONALD: Sointheyear 2000 you could get roughly 200,000 passengers?

Mr EDWARDS: That particular document | gave you on the financid projections has our conservative projections
for growth.

CHAIRMAN: Over 15years.
Mr EDWARDS: Yes. Weredisethat asyou get bigger the growth rate dows down.

The Hon. I. M. MACDONALD: Y ou were saying before that Coffs Harbour is how starting to compete with the
Gold Coast and even further north. What evidence do you have of that?

Mr EDWARDS: The evidence we have is that in the last 18 months the Maroochydore figures have gone down
from 17 per cent to negetive for a period. Coolangettais negative. Kingsford Smith airport domestic services were
negative. We have stayed positive, except for afew months in the earlier part of last year. We think our marketing
programs are working, and we think we are stedling from some of our competition.

The Hon. I. M. MACDONALD: Ballina, if | recall correctly, has asignificant increase per annum aswell.

Mr EDWARDS: Weél, Bdlina is out there marketing, plus it is now aso providing a jet service, and are now
attracting people who would have gone to Coolangattato fly to Sydney, but are now travelling south to fly to Sydney.

The Hon. I. M. MACDONALD: | noticed there were three airlines coming in there. Isthat right?
Mr EDWARDS: Impulse services Brisbane, Coolangatta and what we call the milk run.

The Hon. I. M. MACDONALD: Isthat adaytime service?
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Mr EDWARDS: Itis spread acrossthe day. But | cannot keep track of Impulse because they keep changing their
timetable. But they are providing services direct to Brisbane, direct to Coolangatta, down to Port Macquarie—

The Hon. I. M. MACDONALD: How istheir passenger turnover going?

Mr EDWARDS: Their passenger turnover is not growing as rapidly asthe Sydney route, but it is growing steadily.
The Hon. I. M. MACDONALD: It isnewer, with the Brisbane connections.

Mr EDWARDS: No. We have had those services for some years, but it was a different airline. Last year, we had
Eastland Airlines come in as well, and they were competing with Impulse on that sector. They lasted about nine
months and gave it away.

The Hon. I. M. MACDONALD: Y ou had connectionsto Lord Howe or somewhere in the past, did you not?

Mr EDWARDS: Y es, we have direct flights out to Lord Howe with an airline that has since got into trouble with the
Civil Aviation Safety Authority.

The Hon. Dr B. P. V. PEZZUTTI: Could you take this question on notice. Could you give us some idea of what
happened when you tridled your internationa flights directly to New Zedland? What was the result of that trial and
any surveys that you did? Secondly, why is it that people in Sydney have to travel one hour to their airport and
nobody whinges about it too much, and yet people in the country want to get to their airport in 10 minutes? Hasthere
been any research on that? Or do you have any other explanation?

Mr EDWARDS: | could only give an explanation from my personal experience.

The Hon. Dr B. P. V. PEZZUTTI: | am sorry, you might take that question on notice because we have run out of
time.

Mr EDWARDS: Alright.

(The witness withdrew)

(The Committee adjourned)
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