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Date: 24 April 2013

Report of: Director of Central Services/General Manager, FIGAS
1.0Purpose

11

To seek honourable members approval of the propestductured FIGAS
flight policy

2.0Recommendations

2.1

2.2

2.3

It is recommended that Executive Council approeepioposed restructured
FIGAS flight policy.

It is recommended that the restructured FIGAS fligblicy comes into
effect from 01 July 2013.

It is recommended that Executive Council approvacessionary freight
rates option 4, which is to remove concessionagigit rates from those
existing beneficiaries and offer it only to the @uislands.

3.0Summary of Financial Implications

3.1

None

4.0Background

4.10n 1 July 2010 FIG released the new revised flgloigramme, detailed in

4.2

Executive Council paper 149/10, for the Falklandnds Government Air
Service.

The revised flight programme was the result of a@ogeof Island wide
consultation by the FIGAS Strategic Review Board aesigned with a
view to improving overall customer service and ifteiy.




4.3

4.4

4.5

In regard to the 2010 revised flight programme dhky areas of contention
and disquiet are described (Appendix A).

Contributing Issues

Since 01 July 2010 the FIGAS business plan impleeteriwo agreed
Service Level Objectives (SLO’s) that directly insp@n the revised flight
programme and need to be considered when makitigefurthanges:

e SLO1 - Reduction of deficit to £900,000 by 2015/16

e« SLO4 - Achieve an annual increase in the passdrmerload factor of
0.2 per year on local flights and 0.6 on tourisjHts.

5.0Service Level - 01 Reduction of Deficit

5.1

5.2

5.3

5.4

5.5

5.6

5.7

The reduction of deficit is a considerable challengspecially when
operating within such a limited customer base.

A prime tool for improving revenue streams is vegular passenger and
freight charge increases. This is often viewed gsopular, but in reality, a
necessary evil. FIGAS passenger fares are gengratheived as high but
when compared with similar operators, both in the &hd the Overseas
Territories, we find that we sit in the mid to highd of the fare scale, but
are certainly not the highest.

Increased passenger traffic will always have atpesimpact on revenue
and, consequently, the overall deficit. FIGAS mamagnt are actively
seeking innovative solutions in this regard. By kuwog closely with local
land owners and tourist agents we aim to increaggportunities for
transporting visiting cruise ship passengers tonerwildlife locations on
East Falkland.

Additionally, FIGAS and the Director of Central Sees are preparing to
carry a fleet review during the second half of 20I8rms of reference are
yet to be developed but it is envisaged that sjgeerhphasis will be placed
on appropriateness of current fleet, fleet size thedmerits of replacing old
aircraft with new.

Moreover, FIGAS continue searching for efficiencéesoss the department
to further reduce direct operating costs.

The 2010 agreed baggage allowance policy is anotakrable tool for
freeing up additional space for freight and exdeggage.

Presently, there is a pervasive feeling among CRegidents, that shearers
are disadvantaged by the current 14Kgs baggageallce as they usually
travel with 25Kgs or more. Ultimately, shearing trantors pass this cost
directly on to the farmers and therein lays thaessn this case, shearers are
required to pay for the additional 11Kgs excessgbhgg charge (£1.20 per



5.8

kilogram in 2012/2013) generates revenue of £1320 contractor/per
sector which is, of course, passed on to the farmfeiGAS Check-in is
usually sympathetic and allows shearers to ‘pdwirtbaggage to minimise
any excess baggage payments thereby reducing #tepassed on to the
farming community.

However, it must be recognised that any approvedease in personal
baggage allowances will have a small but negatifectaon the excess
baggage revenue stream. It is estimated that thenve loss could be
between £800 and £1600 per shearing season. Arsy dospromises
FIGAS’ ability to reduce the deficit.

6.0 Service Level- 04 Increase Passenger Hour Load FactAnnually

6.1

Achieving an annual increase in the passengar load factor will also
become increasingly difficult if the requirementflp with lower passenger
numbers is enforced. It is recommended that thisatibe is either removed
from the business plan or only used as a monitdoob

7.0Proposed Restructured FIGAS Flight Policy

7.1

7.2

The new proposed restructured FIGAS flight polisymore encompassing
than previous issues (Appendix A — 2010 Flight &9gliand attempts to add
clarity and flexibility especially to operationsrithg the winter season when
load factors are notoriously low. The document atstudes information on

passenger fares, baggage allowances, mail anchtfresggmmercial carter

operations, round robin flights and the change/elatton charge.

The flight programme for both winter and summeirssea is as follows:

. Up to two early morning flights with a fixed depa time of 08:30
covering flights to all destinations

. Up to two flights following on with variable depare times at or
earlier than 12:00 mid-day, subject to customer atas and covering
flights to all destinations

. One afternoon flight to follow on with a variableemhrture time,
subject to customer demand and will cover fligbtalt destinations

. Additionally, during the summer season only, thei be, subject to
demand a late afternoon follow on flight

. The winter season flight programme begins on 01 Mag ends 31
August each year (four months). This is a five gday week operation
with Wednesday and Saturday being non-flying days

. During the winter season, should Tuesday and Figalpst to adverse
weather FIGAS agree to carry the cancelled flighter to the non-

flying day(s)



7.3

7.4

7.4

7.5

The revised summer season flight programme begir&ldSeptember
and ends 30 April each year (eight months). The s$®ven day week
operation

During the summer season flights will operate onnifly, Tuesday,
Thursday and Friday regardless of load limit. Renmg days will be
subject to normal planning to ensure economicaldoa

FIGAS will honour all return flight bookings, espaity where a return
flight is jeopardised by the cancellation of fellg@ssengers which,
under normal circumstances, renders the flight onemical to

operate.

Passenger Fares

Standard fares for 2012/2013 increased by I@86éte from 01 July 2012.

Capped Resident Fares (East/West Falkland’s) iseck&rom £61 to
£67

Capped Resident Fares (Outer Islands) remainsbat £5

For 2013/2014 approval has been granted for Cappesident Fares
(East/West Falkland’s) and Capped Resident Farege(@slands) to remain
at 2012/2013 levels but all other rates and tarifisrease by 10%
commensurate with RPI.

Baggage Allowances

Baggage allowance for the capped resident fare insmat 14
kilograms per person

Baggage allowance for the standard fare remair0 &ilograms per
person

Excess baggage is charged at £1.40 per kilogram &b July 2013.

7.6 Mail and Freight

Mail and freight will be carried when space permits

When MV Concordia Bay is scheduled for its annugl docking
FIGAS will endeavour to prioritise mail and freighb Camp
destinations

Special mail and freight visits may be requested amll be
incorporated into flights through normal schedulprgcesses



7.7

7.8

7.9

Requested dates cannot be guaranteed

Commercial Charter Operations

FIGAS aircraft are available for commercial charggr£1,210 per
flying hour or part thereof. From 01 July 2013 tla@proved
commercial charter rate increases to £1,330 péndgiyour or part
thereof.

Round Robin Flights

“Round Robin” flights are available year round a%eat filler” and
are split into two price bands

This is a round-trip seat originating in Stanley
East — West mainland only “Round Robin” £50.00
East — West including the outer islands “Round R0Ei75.00

Dates are mutually agreeable between FIGAS andpgss

Change/Cancellation Charge

It is acknowledged that all FIGAS flights are pregzhon the day prior
to the flight

All passenger bookings are considered to be fiedlst 10:00 on the
day prior to the flight

Passenger bookings changed or cancelled priorigotithe will_not
incur a penalty fee

Passenger bookings changed or cancelled aftetibhéswill incur a
penalty fee of £25.00 for each adult passenger

“No Show” passengers will incur a penalty fee ob£® for each adult
passenger

A late booking fee of £25.00 will be applied if amn flight booking is
made after 10:00 on the day before the flight

Where bookings involving multiple sectors on thensaday (i.e. day
return flights) are changed or cancelled, only peealty fee shall

apply

Where bookings involving multiple sectors on susoes days (i.e.
overnight return flights) are changed or canceltady one penalty fee
shall apply



. Where bookings are changed or cancelled as a msdisruption due
to adverse weather conditions, unserviceable dira®a any other
operation decision by FIGAS, no penalty fees wolblgy

. Cancellation/Change/Late Booking fee does not apgply“Round
Robin” flights

. EXCO have agreed to these operating guidelines withthe
exception that the charge will not be applied “in zcumstances
beyond the control of the passenger”

8.0Concessionary Freight Rates

8.1

8.2

8.3

8.4

8.5

Background

In late 1992 the FIGAS General Manager, Mr Verndee8, submitted a
paper to the Standing Finance Committee (SFC) daggrthe introduction
of concessionary freight rates for deliberation@Sfaper 23/92). According
to a memorandum from the SFC Secretary datétiC3&cember 1992, the
committee agreed to a concessionary rate of 30gkijmefor fresh produce
only from ' January 1993. This rate would only apply whenlweked on
a scheduled flight with sufficient space and subjex the following
conditions;

. To qualify the supplier is required to satisfy FIGAhat the throughput
of airfreight would be a minimum of 500 kilos pemaim;

. Consignments to have a minimum limit of 40 kilosfagsh produce
per flight; potatoes and turnips are not accepbedhfe reduced rate.

An earlier memorandum dated®December 1992 from the FIGAS General
Manager to the FIG Financial Secretary states tiiiatconcessionary rate
was set up to assist persons in camp who grew afglgst for the Stanley
market to compete on an equal footing with thadpoed in Stanley. This
was obviously extended at some point to allow othesinesses such as
Saddle Computers (now Saddle Direct) and Warrah ignesetc.
Unfortunately, there doesn’'t seem to be any coomedence covering the
extension.

On 4" February 1993 SFC further agreed that eggs staistdbe classified
as fresh produce and therefore qualifies for thecessionary rate.

On 18" January 1997 FIDC requested that Warrah Desiggraeted the
concessionary rate for a ‘one-off’ shipment of 28@s of yarn from Fox
Bay to Stanley. This was granted by the Financedr&ary, Mr Derek
Howatt, on 1% January 1997. The letter also alludes to an eadie-off
concession for 600 kilos of freight that was grdnte 1994. Executive
Council met on 20 February 1997 and, after studying a FIDC Half Year



8.6

8.7

8.8

8.9

report (47/97-GM/FIDC), agreed that the FalklandllMWarrah design)
should also receive the concessionary rate.

In April 2002 the FIGAS General Manager, Mr Fragéallace advertised,
via the Penguin News, an ‘assisted freight ratebiginesses operating in
the Camp (Camp to Stanley only). The following besses have taken
advantage of this initiative;

. Warrah Design (approved 2002)

. DHF Falklands (approved 2002)

. Albermarle Station (approved 2002)

. Shallow Harbour Farm (approved 2002)

. Saddle Computers now Saddle Direct (approved 2002)
. Saunders Island Farm (approved 2002)
. West Falkland Co-op (approved 2010)

Later in 2010, FIGAS received a request from Paytwheird Store looking
for a similar concession. This was not granted @ginm policy guidance
could be determined. Since this we have receivegiess from Pebble
Island Lodge and Sea Lion Island for similar costmss.

Historically, it appears that all decisions relgtinto the grant of
concessionary freight rates and the respectiveiests were made by the
Financial Secretary.

However, it must be recognised that each time miorary freight rates
are granted to local businesses FIGAS loses soomendrin reducing the
overall operating deficit.

8.10 Moreover, consideration should also be given tostiiesidy of air freight to

thriving tourist destinations. Tourism to the ouity Islands has not reduced
significantly over the past years despite an irsge& prices. Would
reducing air freight to concessionary rates autaally be passed on to the
end user? Or would the reduction be used to ineraéadividual profit
margins at FIG’s expense. Tourism lodges are, atdhd of the day,
businesses that are profit driven.

8.11 Option 1: Do nothing. Maintain the status quo in regard tmsth

businesses already benefiting from concessionaigtt rates but enforce
the original purpose of the concession which wasemgourage Camp
residents to diversify their business by growingl aelling vegetables (or
other produce) for the Stanley market on an eqatirig with that produced
in Stanley. This could be regarded as support Her recently introduced
Import Substitution Programme.

8.12 Option 2: Open concessionary freight rates to all legitim&amp

businesses for freight to and from Stanley. Thisllddbe construed as
working within the boundaries of the Rural Develamnh Strategy and in
support of the Import Substitution Programme.



8.13 Option 3: Abolish concessionary freight rates across the do&to
favouritism shown to businesses either based iml&taor Camp. Air
transportation of freight should be seen as a prenservice and therefore
attracts premium rates. This could possibly drivaerfreight on to the MV
Concordia Bay.

8.14 Option 4. Remove concessionary freight rates from those iagist
beneficiaries and offer it only to the outer islanMainland West and East
Islands businesses have access to the all-weatukstroads network and
regular cross Sound ferry service which facilitatssier access to the
Stanley market. Currently, the outer Islands areadirantaged and are
reliant on air transport for regular freight delies

9.0 Transport Advisory Committee Feedback

9.1 The proposed restructured FIGAS flight policy wagsented to TAC
members at the November 2012 meeting. On the vthelpaper was agreed
as fit-for-purpose subject to Executive Council rapgl.

9.2 In regard to Concessionary Freight Rates TAC membadt that option 4
was the preferred way forward.

10.0 Financial Implications
10.1 None, as rates and tariffs are already approveddhB/2014

10.2 Concessionary Freight Rates — data collected frdt22(January to
December) showed carriage of 1,862 kilograms aflfteat the appropriate
concessionary rates. Revenue realised of £801.4Gtentally, if
concessionary freight rates did not exist, the meeecollected would have
been £1,428.30. Actual loss of revenue £626.88@9%.

10.3 Total freight carried during the same period wa®80 kilograms, therefore
concessionary freight accounts for 3.06% of freigdrtied.

Year | Freight Revenue (Concessionarypotential Loss
(Kilograms) | Rates) Revenue
2012 | 1,862 £801.47 £1428.30 £626.83

11.0 Legal Implications
11.1 None
12.0 Human Resource Implications
12.1 A tandem review of staff rates of pay andvedloces will take place in the

near future to ensure that these are appropriatglged with any approved
change to the policy.



Appendix A

Approved Flight Policy from 01 July 2010

The reduced flight programme in the winter seasotisues with no fly days
on Wednesdays and Saturdays. However, under amguudiegt, if flying is
cancelled on either of the days prior to the no dbys then FIGAS will
provide a flight service on the no fly days.

The winter season flight programme is amended thighchanges being based
upon retaining the current operating model of d$ésittand charters but
bringing forward flight departure times. The flightogramme is changed to
comprise of:

0] Up to two early morning flights with a fixed depame time of 8.30am
covering flights to all destinations.

(i) Up to two flights following on with variable depare times at or
earlier than 12.00 mid-day, subject to customerateda. These flights
will cover all destinations.

(i)  One afternoon flight to follow on with a variablemhrture time at or
earlier than 15.30pm, subject to customer demandl aailable
daylight hours. This flight will cover East to Weslestinations.
(Section 6.3.1)

(iv)  Should be noted in relation to an exemption reaqoénet from the
regulator)

Summer flight programme amendments to come intecefrom 1st October
2010:

The summer season flight programme is amended thighchanges being
based upon retaining the current operating modshattles and charters but
bringing forward flight departure times. The flightogramme is changed to
comprise of:

0] Up to two early morning flights with a fixed depam time of 8.30am
covering flights to all destinations.

(i) Up to two flights following on with variable depare times at or
earlier than 12.00 mid-day, subject to customer ateda. This will
cover flights to all destinations.

(i) One afternoon flight to follow on with a variablemhrture time at or
earlier than 15.30pm, subject to customer demahis. Will cover East
to West destinations.

(iv) A follow on late afternoon flight on Fridays, sutjéo demand.



* The following general policy changes are also raoemded. These are to be
introduced from 1st July 2010.

« Passenger Fares

(i)

(ii)

(iii)

(i)

(ii)

(i)

FIGAS should continue with current fare prices ahduld continue to
differentiate on fares for the community and tastisurther a review
of the entitlement to FIG subsidised fares andwaloces should be
undertaken with a view to restricting the numbefspeople that
qualify. It is anticipated that this should onlyveo residents on the
electoral role, PRP, work permit holders and Fitzl(iding Governor
and staff).

For information only, as already announced in thdget, the standard
fares will increase by approximately 10% from Lty 2010 and the
capped resident fare will increase from £50 to §4h the exception
of residents on outer islands where the cappedestiare remains at
£50.

The ticketing documentation should be changed twsbnly the

departure and destination aerodromes with detdilbowv the fare

structure is calculated being removed from theetickhis will avoid

confusion in cases where it is more economic fights to operate on
non-standard routings.

Baggage Allowance

With a view to freeing up more capacity for thergarg of freight.
Baggage allowance will also be differentiated betmvecustomers
qualifying for the capped resident fare and thaste n

Accordingly, customers travelling on the cappeddes fare will be
allowed 14 kilos of baggage. Customers paying tiiestandard fares
will be allowed 20 kilos of baggage.

Late Booking Fee

With a view to avoiding frequent late changes asaa extension of
the current flight change/cancellation policy alaboking fee of £20
will be applied if new flight bookings are madeeaftt0.00am on the
day before the flight.
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