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AIR TRANSPORTATION IS VITAL IN ATLANTIC CANADA

Atlantic Canada’s economic growth and standard of living depends on the export, import and
movement of products and resources. Our transportation systems allow us to move people and
goods and are critical links to our future prosperity. In Atlantic Canada air fransportation specifically
is more vital fo our economic agenda than other modes of fransportation; our region s rail system
is limited and our major cities are more than a 10 hour drive from other major Canadian centres.
Air fravel links our region both domestically and internationally and is critically important to trade,
economic development and tourism in Atlantic Canada. Our citizens depend on airlines daily to
keep them and the economy moving — delivering both people and goods to their destinations.

AIRPORTS ARE ECONOMVIC ENGINES

As integral components of the transportation system, the Atlantic region airports are significant
economic generators. The economic impact of air passenger and cargo fraffic through Aflantic
Canada'’s airports is over $2.6 billion. This represents $560 million in wages and 16,700 person year's
of employment.

The Atlantic region airports have rebounded since the 9/11 tragedy in 2001 and have been expe-
riencing a steady growth in passenger traffic over the past six years. Nearly 6.9 million passengers
passed through Atflantic Canada’s airports in 2008. During this six year period there has been an
average annual growth rate of 5.5%.
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V/ Although airports in the region have experienced positive growth over the past six years, airport
operating and capital improvement costs have outpaced revenue streams. Since the fransfer of
airports from the federal government from 1997 to 2000, airports in Aflantic Canada have self-
financed over $368 million in capital improvements. For the maijority of airports, keeping up with

infrastructure demands and safety requirements while balancing the books is an ongoing fiscal
challenge.



CHALLENGES AHEAD

The airline industry is facing significant challenges, with the state of the U.S. and Canadian econo-
mies, environmental concerns and continually expanding security and safety regulations: Air Canada
lost $1 billion in 2008 and capacity is expected to decline by three to four percent in 2009. Our
neighbors in the U.S. are projecting 41 million fewer passengers in 2009.

Airlines continue to face a very difficult operating environ-
ment; therefore the result is that maijor airlines, including
both Canadian and U.S. carriers are decreasing capacity
to a number of destinations.

Transport Canada is projecting a 6% decline in air travel in
2009, and in Atlantic Canada, airports are forecasting a
decline in traffic of between 2% to 3%. This will make it the
first fime in seven years that the region has experienced
negative results.

In addition to the lagging economy, Canadian carriers are
forced to contend with federal and provincial fuel excise
taxes, security fees and airport charges that are amongst
the most expensive in the world today.

Canada needs a more competitive business environment in order to allow more carriers to respond

to market demand for international and domestic air service. There are three main policy areas that
the federal government could change that are negativey impacting airline and airport competitive-
ness today:

&

* Airport Rent
* Airport Infrastructure Funding
* Canada Border Services Agency Services

AIRPORT RENT

Canada’s National Airport System (NAS) airports have been
paying rent fo the federal government since the National
Airports Transfer Policy was instituted in 1994, Nearly $2.5
billion has already been paid for the infrastructure associ-
ated with these Canadian airports that were only valued at
$2 billion at the time of transfer.

Canada’s airports pay nearly $300 million a year to the federal government in airport rent - a heavy
financial burden for which these airports receive nothing in retumn.  In Aflantic Canada, the Halifax
Stanfield Infermnational Airport pays over $4 million in rent annually and St. John's International Airport
pays approximately $700,000. Rent is the largest expense that is passed on fo airlines through airport
landing fees. Canada is competing in a global economy and our aviation sector must be globally
competitive. This is currently not the case, as Canada is one in only a handful of countries in the
world tfoday that collect rent from airports. Airport rent is a significant burden to airports the size of
Halifax and St. John's that are working to invest in operations and infrastructure in order 1o grow pas-
senger and cargo traffic to improve Atlantic Canada’s economy. In addition, this policy is of great




concern 1o Atlantic Canada’s five small NAS airports, Fredericton, Gander,

Charlottetown, Saint John and Moncton, as the current federal govemn- ;grenl\[/ﬁz%ng(lﬁlsrlzggf gfj
ment airport rent policy stipulates smaller NAS airports will begin paying airports across Canada.
rent by 2016. These airports do not have annual operating revenue that  These eight large and
can sustain this additional cost. Small NAS airports struggle financially 18 small airports are

to fund their capital intensive assets as they do not qualify for federal located in nafional,

provincial and ferritfo-
rial capitals and other
strategic locations. They
link the country from

As gateways 1o the communities they serve, Atlantic Canada’s airports coast-to-coast and are

have an integral role in furthering the economic prosperity of this country,  considered essential
In order to remain competitive, federal policies and programs should fo the air fransporfa-

. . tion system in Canada.
aim to facilitate and foster growth. There are seven NAS qir-

ports located in Aflantic
Canaaa.

funding assistance for airside safety projects through the Airport Capital
Assistance Program (ACAP).

AIRPORT INFRASTRUCTURE FUNDING

Airports in Atlantic Canada submitted 22 shovel-ready infrastructure projects to the federal govermn-
ment for consideration in the 2009 federal budget. These projects, valued at $182 million, included
such projects as extension and resurfacing of runways, apron rehabilitation, installation of centerline
lighting and terminal expansions. The federal budget approved infrastructure projects for virtually all
forms of fransportation with the exception of airports. Roads, harbours, cruise and rail all received in-
frastructure support. The airports in Atlantic Canada are essential to the region’s transportation system
and require federal government funding support
for infrastructure improvements. As infrastructure
funding lbegins to flow through various programs,
such as the Building Canada Fund, we hope to
work with our Members of Parliament to ensure
that money will be available for strategic projects
at Atflantic Canada'’s airports.

According to Transport Canada, the Airport Capi-
tal Assistance Program (ACAP) was intended to
provide an indirect means of retuning revenues
to the regional/local airports from lease revenues
paid to the federal government by Canadian
Airport Authority’s operating the larger airports.
Despite the fact that Transport Canada’s net
financial result for airports has changed from a
negative $130 million annually in the late 1990s fo a positive $300 million annually today, capital assis-
tance in support of smaller airports has not reflected this improved performance. In fact, ACAP fund-
ing has not changed since 2000 and is funded at $38 milion on average annually. This represents
only 12.5% of the funds being collected by the federal government through annual lease payments.

Under the existing ACAP program there is insufficient funding to meet the demand of small local and
regional airports. Approximately 200 airports are eligible for ACAP funding and the $38 million avail-
able annually through the program is clearly not meeting the safety requirements of these airports.
Since 2000, the funding in this program has not changed, while the cost of doing business has risen
considerably. For example, the cost to resurface an average-sized, 7000 foot runway is now $10.5
million; a cost increase of 50% since 2000. Airports are currently struggling to maintain capital infra-
structure as ACAP is drastically under-funded and, in many cases, is the airports’ only source of capital.



The fact that small NAS airports do not qualify for ACAP funding also presents a challenge, particu-
larly in Atlantic Canada. These small regional airports have significant capital expenditures and the
revenue collected from traffic volumes is not sufficient to sustain their capital intensive assets. These
airports require sustainable, predictable federal funding for essential safety-related airside capital
projects. The parameters and funding levels of ACAP need to be adjusted to include small NAS
airports. These airports struggle to meet the same capital and operational demands as non-NAS
airports.

The timing is right for the federal government to review the overall funding levels and parameters of
ACAP. The current five-year program comes to a close in 2010.

[t is imperative we maintain and improve the infrastructure at our 13 airports in Aflantic Canada.

These vital links require significant investment and we will need the partnership of the federal and
provincial governments to meet this challenge.

CANADA BORDER SERVICES AGENCY

The airports in Atlantic Canada have been working with the Canada Border Services Agency (CBSA)

to improve the level of services at the regions’ airports. CBSA has undertaken a review of core servic-

es in the mode of air fravel and a new Air Policy Framework will be implemented in April 2009 which
provides a means by which airports can submit a business case on the infroduction or expansion of
border services. Airports in Atlantic Canada are very pleased with the changes that CBSA has intro-

duced over the past year which has resulted in expanded service at four Atlantic Canada Airports. I
In 2008, the Charlottetown Airport, the Fredericton International Airport and the Greater Moncton
In‘rer.no’ﬂonol Airport received expon.ded .cus’ro.ms i - .
services to meet the needs of growing air service. . a e
Customs services at these three airports has im- .] U ‘ a\ ~
proved from eight hours a day to sixteen hours a W«} £t
day and there are already measurable examples O :
of how these expanded customs services have
franslated info increased business for the region.
More recently, as of March 2009, the Deer Lake
Regional Airport received Airport of Entry (AOE)
designation, which will enable the airport to re-
ceive seasonal CBSA services 1o meet the needs
of infernational flights.

Atlantic Canada'’s airports and the communities
they serve require CBSA services to be provided
in such a way that they meet the needs and keep up with demand at no additional cost. CBSA pro-
vides customs services at certain designated hours; however airports must absorb the cost of cover-

age outside of these regularly scheduled hours. This cost recovery policy affects the ability of airports

to affract transborder and infernational flights. V
The CBSA cost-recovery program is unfair to air fravelers and the air tfransport industry as the federal

government covers these costs for businesses and travelers using land border crossings.  Airports / ‘
would like o continue to work with the Canada Border Services Agency to provide greater flexibility in

their designated hours to eliminate the need for cost recovery services.
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YOUR SUPPORT

With the significant challenges that are facing the fransportation sector today the global health of the
airline industry is in jeopardy. We look forward to continuing an effective dialogue with parliamentar-
ians with a view fo creating sound public policy in support of our industry’s international and transbor-
der air accessibility and our region’s quality of life.

ABOUT THE ATLANTIC CANADA AIRPORTS ASSOCIATION

The Atlantic Canada Airports Association is a not-for-profit body representing 13 airports in the Atlantic
region:

e Bathurst Regional Airport * Halifax Stanfield International Airport
e Charlottetown Airport e Miramichi Airport

* Deer Lake Regional Airport e Saint John International Airport
 Fredericton International Airport  Stephenville International Airport

e Gander International Airport ¢ St. John's Infernational Airport

* Goose Bay Airport e Sydney Airport

* Greater Moncton International Airport

Representatives of each provincial
govermnment and the federal govern-
ment are associate members of the
Association. ACAA speaks on behalf of
the airport industry in the Atlantic region
with @ mandate to undertake on @
region-wide basis collaborative action
on policy issues. The majority of ACAA
member airports and the ACAA itself
are also members of the Canadian
Airports Council (CAC).

WORKING TOGETHER

Through the Aflantic Gateway platform, Atlantic Canada’s airports are working with the federal gov-
ernment on a number of marketing and business development initiatives to further develop cargo
and passenger service in the region. Air service growth is critical to the success of the Atlantic Gate-
way project and we look forward to continuing to work with all stakeholders to enhance the econom-
ic agenda of our region.




