Qantas Airways Limited

ABN 16 009 661 901
Qantas Airways
Level 2
Qantas Centre Building B
10 Bourke Road
Mascot NSW 2020
Australia

27 May 2015

M.J (Mal) Osbourne
Chief Executive Officer
Town of Port Hedland
PO Box 41

Port Hedland WA 6721

Re: A proposal by the town of Port Hedland to enter into a major land transaction for the
long term lease of Port Hedland International Airport.

Dear Mr Osbourne,

This letter is in response to the request for public submissions for the proposal by the Town of Port
Hedland to enter into a major land transaction for the long term lease of Port Hedland International
Airport. Qantas welcomes the opportunity to enter a response to this proposal. Please accept this
letter as a written submission from The Qantas Group (“Qantas”) for the Town of Port Hedland’s
review and consideration.

This proposal has been discussed with Qantas at a conceptual level over the past year. There are
elements of the proposal which may require detailed consideration to ensure the long term
sustainability of the proposal. These include;

e The lessee’s expectation of the Landing Fees and Passenger Service Charges revenue and
the viability of charge increases for sustainable operations;

e The Town of Port Hedland’s long term expectations and obligations of revenue from
Aeronautical fees and charges;

e The sharing of risk and the obligations for consultation with airport users;
The provision of services with improved quality and efficiency;

e The $40m in funds from the lease of the airport land to be used for airport development as
intended,;

e The use of retained profits and airport reserves for aeronautical use;

» Ability of the lessee to access Government grants for regional airport development;
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e The lessee’s obligation to adhere to the Government endorsed Aeronautical Pricing
Principles intended by the Government to apply to all airports;

¢ Recognition that Port Hedland International Airport provides an essential community service
for the region’s economic benefit;

e Provision of land for services essential to airport operations such as Jet fuel facilities,
terminal navigation, meteorological, aeronautical rescue and firefighting services at a
peppercorn lease rate; and

¢ Encouragement for the development of non-aeronautical services that complement aviation
activities

Qantas understands the intent of the proposal is to provide the increased opportunity to develop the
airport lands for the benefit of the Town of Port Hedland and the community. The current local
Government laws hinder the active development of commercial interests, and this proposal allows
the lessee to access a range of funding options to develop the area. The intent of the proposal is
supported by Qantas in order to remove the funding and approvals restrictions for mutually
beneficial developments.

Please appreciate Qantas’ concerns given privatisations of other airports have resulted in a range of
experiences from airline and customers perspective that have been far from ideal. Airports are
critical components of the national economic infrastructure and all sectors of the Australian
economy rely directly or indirectly on the efficient movement of people and freight through airports.
Australian airports possess significant market power and are natural monopolies. With respect to
Port Hedland, alternative options for air travel are either many hours by road or via Karratha Airport
some 250km away at similar price.

In its annual Airport Monitoring Report for 2013-14, the ACCC found that for the four monitored
airports, despite relatively low passenger growth, have continued to report substantial increases in
aeronautical revenues and margins, yet there has not been any substantial increase in the overall
average quality of service indicators. Thus without any effective regulation and in the absence of
local Government laws, there will be little constraint on the lessee'’s ability to exercise its market
power.

Airlines, including larger network airlines such as Qantas, lack any real countervailing power in
respect of the use of airport services at major airports. This is because airlines have no choice but
to use the services of airports located in the destinations to and from which customers wish to fly.
Aviation charges represent a significant cost to the Qantas, constituting approximately ~8-9% of
total expenditure.

A number of regional airports particularly those in Western Australia arbitrarily increasing aviation
charges by more than CPI, despite passenger activity growth being higher than CPI levels. An
outcome which should ordinarily result in reduced, rather than increased, charges to airlines. Since
2010 the passenger volumes at Port Hedland International Airport have increased by 70% and the
charges by 41%. Currently Port Hedland has the highest aviation charges in Western Australia

-
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compared with other similar sized airports. Should airlines dispute these increases airports revert to
litigation to enforce unilaterally imposed price increases.

In recent years passengers at Port Hedland International Airport have experienced high levels of
congestion at peak times. Over the past five years various plans for expansion have been tabled
without any progress. Land was leased to mining companies with a sum of $40m in payments to be
used for the development of the airport which were subsequently used as a loan from Airport
reserves to build a marina for Port Hedland. It is a concern that passengers and users have been
prefunding airport development in Port Hedland and retained profits and airport reserve funds may
ultimately not be used for aeronautical purposes.

Any lessee of Port Hedland International Airport should to be aware that cost recovery is an
inherently difficult exercise for airlines. The activity profile of Port Hedland routes is such that it is
increasingly difficult to match aircraft size with demand. The demand on particular days in one
direction is high with the return flight being very low. There is a wide distribution of loads on flights in
any given week. This an inefficient operating model from an airline perspective and unsustainable in
a tightening market. It cannot be assumed that all costs of services are, or can be, passed on to
passengers. Moreover, it has proven increasingly difficult, if not impossible for carriers to recover
increased costs through sustainable fare increases on many regional routes without relying on
airline network efficiencies. There is, inevitably, a limit to how far airlines can sustain such
practices.

Finally, we acknowledge that the Town of Port Hedland are committed to business best practice and
will be undertaking a complete reassessment of operations and ongoing cost structures. You have
indicated that this will include developing processes to quantify the costs of providing infrastructure
and services, and will include a consideration of future charging options. We trust that this process
will include consultation with the airlines and the opportunity to develop a mutually agreeable and
sustainable methodology for future price setting.

We appreciate the opportunity to provide this written submission to the Town of Port Hedland for
consideration prior to entering a major land transaction for the long term lease of Port Hedland
International Airport.

We look forward to continuing working with you.

Yours sincerely;
/"’i_ = g
&= ‘
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—

Jean Elverton T
Head of Strategic Procurement - Fuel, Aviation Charges & Carbon
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5. The Port Hedland Community Progress Association
Incorporated and the public have not been able to access
independent planning recommendations for a major transaction
of this size.

6. This is one of the biggest transactions in Port Hedland’s history.

7. Let us not regret this through haste.

8. Let us not repeat the mistakes of 1960’70 with State agreement
acts, where Council lost its ability to rate major projects.

9. Let us not repeat the mistakes of the past where all gas
royalties leave our shores.

10. Let us not make 50 year decisions in 50 days....!!!!

11. Let us think of our children’s children.
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4, | understand from recent discussions that the Airport is one of two projects that is
currently generating funds which is being used to subsidize other project in the
town which are running at a loss.

If this is the case then information relating to the issues raised in item 1 of my
submission is substantiated and the Council should carry out a feasibility study to
clarify these issues for the Rate Payers and Tax Payers immediately by an
Independent Consultant.

5. in view of the importance and time lime implemented by the Port Hedland Council |
am requesting an official written response within the next 10 working days to
provide me with a response so | can ascertain if any further action is required.

Respectfully Submitted,

8" June 20015



Mr.Ronald G.Attwood

PORT HEDLAND WA 6721

Port Hedland Mayor & Councillors,
Town of Port Hedland,

PO Box 41,

PORT HEDLAND WA 6721

Dear Mayor & Councillors,

Re: OFFICIAL COMPLAINT- DUE PROCESS AND DUE DILIGENCE IN THE
THE DEVELOPMENT OF THE PROPOSAL TO LEASE THE PORT HEDLAND
INTERNATIONAL AIRPORT.

| was born and raised in Port Hedland and | am a rate payer, tax payer and a
member of the Port Hedland Rate Payers Association. As a long term member
of Port Hedland community | am also a member of the principal Stake Holders
in the Port Hedland International Airport.

| am concerned about the proposed leasing of the Airport for the following
reasons:

1 The airport is a major asset of the community which generates economic
and financial resources for the community which according to the
financial information provided by the Shire in recent times demonstrate
that this facility is supporting other projects and facilities in the Shire.

2.  The Port Hedland Town Council was elected by the Community to
Manage the Council efficiently and effectively. Disposing of assets
should not be done until the Council has carried out feasibility studies
which focus on the impact of the disposal and impact or advantage of
same on the Community at large.

3. Due process includes compliance to the existing
(1) Compliance Framework
(2) Port Hedland Town Council Goals
(3) Port Hedland Regulatory Framework
(4) Intent — including
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(a) Demonstrate the Councils commitment to using their powers
in a way that is, and importantly is seen to be firm, fair and
consistent and,

(b) Enhance the transparency of the Port Hedland Town
Councils compliance process.
(5) Compliance Tactic —including Complaint Investigations

4, Despite requests from members of the Rate Payers Association for
information relating to the details of the Profit and Loss over the past
three years, the Council refused to provide this information.

| am concerned that the Council is not providing information which will
facilitate the opportunity for me and others to make an informed
decision about the Airport Proposal in the short and longer for the
benefit of the Community at large.

5.  This issues raises concern that the current Council are making an
decision without the relevant information which would a requirement to
prevent possible misconduct and fraud.

6. | am concerned about the stated timeframe promoted by the Shire for
what | consider to be a major transfer of assets. The first public notice |
was made aware of was in the local paper dated 3™ June, 2015. The
meeting held at the Shire to discuss this proposal was held on
Wednesday 27" May 2015. My wife attended this meeting which was
attended by FIVE (5) rate payers. | do not consider this as being an
effective consultation process.

7 | am requesting an official responds to my complaint within the next 10
working days which will provide me the opportunity to review my
concerns about this issue.

Respectfully submitted,
77
7

Ronald G Attwood
Rate Payer

8™ June, 2014



From: Bill Adams

Sent: Monday, 8 June 2015 10:26 PM

To: Records

Subject: ICR55508 - 30/12/0013 - Comment on Proposal for Long Term Lease of Port Hedland Airport

Dear Mal,
| would like to make the following brief comments with respect to this proposal:

1. The Business Plan is not rigorous enough to provide the community with sufficient detailed
information to promote confidence in the Proposal. For example, general statements are made, if at
all, with respect to the value of the lease and the profitability to the Lessee, current costs to the
ToPH, and revenue gained by ToPH from the management of the airport over the period of the long
term lease. Where are the figures ($) shown to support the Business Plan?

2. | appreciate that the funding of development and maintenance of facilities is problematic for the
ToPH in the current economic environment, and the foreseeable future.

3. If perhaps other similar long term leasing models to private enterprise can be assessed for their
benefits to the community, for example Sydney Airport, it will become evident that costs have risen
substantially for the services to the community e.g. Parking costs! among other services. The leasing
of the Port Hedland Airport to private enterprise will inevitably result in increased costs for services
to the community. These figures should be quantified in the Business Case... Both pros and cons.

Thank you for the opportunity for comment on the Proposal. | look forward to ToPH's response.

Yours faithfully,
Bill Adams
Port Hedland WA 6721

Sent from my iPad
Privacy and Confidentiality Notice

The information contained herein and any attachments are intended solely for the named recipients.
It may contain privileged confidential information. If you are not an intended recipient, please
delete the message and any attachments then notify the sender. Any use or disclosure of the
contents of either is unauthorised and may be unlawful. Any liability for viruses is excluded to the
fullest extent permitted by law.

This email has been scanned by the Symantec Email Security.cloud service.
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From: Heather Lyttle

Sent: Sunday, 7 June 2015 2:31 PM

To: Records

Subject: ICR55460 - 30/12/0013 - Submission on Hedland Airport Leasing proposal

Dear Mr Osborne and Port Hedland Council,
Re: Proposal re leasing the Port Hedland Airport and surrounding commercial area

Reading through your business strategy, | was struck by how little detail there was in the document.
Although | am not averse to a lease situation, | was continually questioning - What is a long term
lease? How will the payments be made? At what rate will the area be leased? How does this
compare with current and future predicted income i.e. will the town now only make 50% or 20% etc
of the net income compared to if it managing it itself.

What are the periods of time for review? What are the alternative options, and pros and cons?

How will effectively handing over the management and profits of this busy airport and surrounding
area to another entity be of long term benefit to the town? This does not seem to be clearly
documented in the proposal.

What are the drawbacks and losses - i.e. a cost benefit analysis? SWOT analysis?

1.1 do get the impression from the short document as currently written that it might solve short
term issues, but be a long term regret say in 5 -10 years time, with your council blamed for not
having foresight and leadership to save this resource for the town and "selling the family silver".

2. | would suggest that a 'long term' lease be no longer than two terms of council - as we can have a
boom bust boom cycle within a short period and incomes and property prices and numbers in the
town can fluctuate.

3. Any proposals at this stage for this MAJOR decision on this source of income, or loss of it, for the
town should be canvassed widely with councillors putting up their personal opinions and rationale
prior to the election later in the year, as to where they stand on this issue.

4. Alternatively as part of the council elections we could hold a referendum on this proposal with the
various options presented with benefits and potential losses, in the media, and at public meetings,
prior to the council elections.

Thank you for the opportunity to comment,

Yours sincerely,
Pamela Heather Lyttle
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A A Carter
PO Box 217
Port Hedland WA 6721

CEQ

Town of Port Hedland
PO Box 41

Port Hedland WA 6721

Monday 8" June 2015

Dear Mal,
I wish to lodge an objection in conjunction with the attached list of rate payers against the proposed
transfer of the Port Hedland Airport, owing to the fact that there have been no financial benefit in

relation to the requirement of tender documentation that would benefit this proposed transaction.

It has been notified that the financials will only be available to tenderers for this project. | find this
impertinent and non-transparent.

Yours faithfully

e

A A Carter



ADDITIONAL PAGES

Copy as required with details completed and attached to Petition Cover Page.

We the undersigned electors of the Town of Port Hedland request the Town does not
endorse or adopt the long term lease of the Port Hedland Intemnational Airport (PHIA) for

the following reasons:

1. To ensure the retention of the PHIA operations remain with the Town of Port
Hedland.
2 The PHIA is one of the few business operations owned by the Town that has a
profitable financial return.
3. The Town cannot ensure a private enterprise will retain the community and
stakeholder interests.
4. Costs to the community may increase when the airport is leased.
5. The Town's airport master plan indicates the airport as the transport hub of the
North. This should be managed by the Local Government.
6. This facility was transferred from the Commonwealth Government to the people of
Port Hedland. Not for private enterprise.
7 There are alternate and better business models for the operations of the airport
that would better reflect community and financial benefits.
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PETITION COVER PAGE
First page of petition — attach additional pages as required.

To: Mayor

Town of Port Hedland
13 McGregor Street
PO Box 41

PORT HEDLAND 6721

We the undersigned electors of the Town of Port Hedland request the Town does not
endorse or adopt the long term lease of the Port Hedland International Airport (PHIA) for

the following reasons:

1. To ensure the retention of the PHIA operations remain with the Town of Port
Hedland.

2 The PHIA is one of the few business operations owned by the Town that has a
profitable financial return.

3. The Town cannot ensure a private enterprise will retain the community and
stakeholder interests.

4. Costs to the community may increase when the airport is leased.

5. The Town's airport master plan indicates the airport as the transport hub of the
North. This should be managed by the Local Government.

6. This facility was transferred from the Commonwealth Government to the people of
Port Hedland. Not for private enterprise.

7 There are alternate and better business models for the operations of the airport
that would better reflect community and financial benefits.

As the initiator of this petition, my name is Camilo Blanco of 18 Harwell Way Wedgefield
and mail can be sent to PO Box 780 Port Hedland 6721. For further information in relation
to this matter mobile contact 0427 092 322.
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From: PH Glazing & BM [mailto:croc69@bigpond.net.au]
Sent: Friday, 5 June 2015 3:59 PM

To: Records

Subject: ICR55458 - 12/05/0010 - Rates & Airport

Mal Osbourne and Councillor’s

My name is Brian Raeburn, as a rate payer of the Town of Port Hedland | do not think the rates
should rise at all.

In fact they should drop as the rents have dropped!! We have had to wear rate rises in previous year
as rents have gone through the roof! (GRV)

If you are an investor (renting your house out) your rates are tax deductible, we live in our own
house but have to pay on GRV and that is not fair ( especially for our elderly folk)

The street | live in very rarely gets the verges done, kerbs are broken, the bus stop got blown away in
a cyclone three years ago and was never replaced, and you only see a street sweeper when its rates
time.

The Towns gardeners spend more time planting weeds on Anderson street and after a month or so
pulling them out, your team have planted a nice tree on the corner of Darlot and Anderson which
blocks the view of oncoming traffic from the west, who’s thinking?

Not to mention the amount of dead palm trees around town due to lack of water and termite
damage, there are three dead at the roundabout in south. ( | heard the palms that died in the west
end cost 20k each) and there was about 6 or more of them that died.

I've seen the slasher mower working on a Saturday, isn’t that overtime!

My property on Hardie St has storm drains that are overgrown with weeds, these drains are the ones
that drain the town and should be kept clean as a priority.

Camps in town should be rate the same as a one bedroom unit ( one bedroom in a camp is rated
same as one bedroom unit in the town ) how much more would that raise?

The council has been running top heavy and needs to cut costs, not pass them onto rate payers as an
increase.

GRV has gone down! And so the rates should follow, the highly paid staff on the hill should take a
pay cut, | did, to keep my business going.

And on the Airport, isn’t this an income producing asset? The town needs to keep assets to help
produce income on a yearly basis. If it is leased out for short term gain who will own it? A fly in and
out company!

It is getting harder and harder to stay a local!

Regards

Brian Raeburn
27 Moore Street
Camp Hedland

Privacy and Confidentiality Notice

The information contained herein and any attachments are intended solely for the named
recipients. It may contain privileged confidential information. If you are not an intended
recipient, please delete the message and any attachments then notify the sender. Any use or
disclosure of the contents of either is unauthorised and may be unlawful. Any liability for
viruses is excluded to the fullest extent permitted by law.
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