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Summary

It is noted that the CAA board did not accept the JRT proposals in respect of proposed charges and that the initial proposals are for 15 months from 1 January 2006. The announced Strategy and Regulatory review of GA is reported as being timed to allow consideration of the results of that activity before further proposals are made. The period will also enable the impact of EASA to be evaluated.

These developments are of course welcome, nevertheless the CAA board, as indicated in the Consultation Document of 10 June, has endorsed the JRT report as “a basis of the charging proposal”. This includes the “charging principles” where feedback at formal CAA liaison meetings has indicated that these are “cast in stone”. A foundation of GA/Sports and Recreational Aviation response to the proposals is the inadequacy of consultation to any democratic standards and especially those required by government in respect of published best practice. Therefore all aspects of the JRT report and its proposed implementation should be open to consultation and subject to agreed amendment. 

Primary response points to the consultation request are as follows:

1 Inadequacy of consultation with GA/Sports and Recreational Aviation and failure to develop the impact statements a responsible and equitable assessment would require.

2 GA Strategic and Regulatory reviews invalidate the JRT report which, as a minimum, should be set aside until those reviews are finalised 
3 Failure to meet stated objectives need to be addressed as part of 2 above.
4 Economic and social benefits of GA/Sports and Recreational Aviation are inadequately considered.
5 It is noted annexes key to a proper evaluation have been omitted; consultation is again compromised.
Detailed position points supporting this position follow:
Position points

1 GA/Sports and Recreational Aviation representation. The lack of GA/Sports and Recreational Aviation representation on JRT is crucial. Equally there was no representation from licence holders or flying instructors despite the “principle criteria … to have a broad spectrum of aviation interests involved”. The fact that only GAMTA (now BBGA), which essentially covers the commercial GA industry, was on the body, (and even they could not agree with the final proposals) should highlight that the objective of improving the consultation charges regime failed at the first hurdle. AOPA were refused a seat on JRT, despite their being a member of the Safety Regulation Finance Advisory Committee and, it appears, because that Committee could not agree a way forward to deal with the charges proposals.  It appears no other GA, Recreational or Sporting Aviation bodies were approached to ensure even reasonable representation. This would seem to be at variance not only on moral grounds in respect of good consultation but arguably to not be in accord with the formal DfT Sponsorship Statement for CAA nor with the Principles of Good Regulation as published by the Cabinet Office (Better Regulation Task Force1988 revised 2000).

2 Strategic Review of GA in UK and Comprehensive Review of Regulatory approach to GA. The fact that the CAA has announced this review, which is welcomed, should halt the changes to the charges scheme in order to allow a considered assessment of the pressures facing GA before any changes are introduced. This review needs to specifically include a focus on Sport & Recreational Aviation and it should be accepted that all aspects of the JRT review, including the charging principles, are potentially subject to change as a result of that review. 
3 Failure to meet objectives – commitment to cost savings. Suggestions in respect of stated objectives (2 & 3) covering efficiency improvements represent a minor section of the report and are incomplete or inadequate. Proposals to set “stretching targets” and “benchmark best practice” are not made and there is no commitment in the budget forecasts to ongoing cost improvement by showing anticipated efficiency cost savings. Comparison with State supported Aviation Authorities cannot be conceded as valid, especially as the data has not been made public. 

4 Impact Assessment. The JRT only examined the cost implications to the CAA.  There was no economic impact assessment of the “ability to pay” across the various sectors impacted by the changes. The paper has failed to pull together its different sections to attempt an impact assessment on the payer (e.g. aerodromes are also affected by GAD costs, a further impact on pilots and associated businesses). An impact statement is said not to be required, as there is no change in actual regulation. With such an inevitable impact and with the magnitude of changes, an impact statement on Aviation sectors (especially GA/Sports and Recreational Aviation) should been done to include all current domestic and European changes and proposals. Such an impact statement should also consider economic, social, safety and cross interest effects; it is not unreasonable to expect the Government, through DfT and CAA, to lead on that in the interest of the British aviation communities.

5 GA/Sporting and Recreational Aviation decline and burden: The increased cost burden to GA, Sport & Recreational Aviation, arguably with the highest costs sector in the world, further increased via the new charging structure, is likely to inflict major economic hardship, to both industry and recreational activity. This is evidenced by the ongoing decline of activity at GA airfields as shown by CAA figures, with a fall in private movements of 30% since 1997 recorded at airfields with above 10,000 private movements. Example: Biggin Hill total movements between 1998 and 2004 are down 23%. Similarly there is a marked decline in PPL licences issued, down between 1990 and 2000 from near 4,700 to 3,100 (Circa 33%) – with ATPLs doubling from 900 to close to 1800 during the same period.  Without a strong GA sector insufficient ATPLs are likely to be provided for the CAT sector and it is noticeable that much of UK training is migrating overseas with considerable adverse affect on the sector.

6 Cost Restructuring exercise only. It appears clear that the JRT review was a cost restructuring exercise by the regulator and the larger industry bodies without proper consideration of the non-represented smaller players.  Of course it is the business of Industry to reduce its costs by whatever legal means is at its disposal.  But it is the duty of the regulator to ensure that “charges shall be cost related, fair and reasonable” (Para 3 Charging Principle 3).  By presenting this report to its board, the regulator has singularly failed in this duty. Further it is questionable whether the requirements under Section 4(1) of the Civil Aviation Act 1992 are such that the methodology of charging hitherto applied should be so significantly changed

7 Charging Principles and “User Pays or “Beneficiary Pays” argument. The terms of reference based on “user pays” amounts to a “cost-plus” pricing regime, with no consideration as to the needs, or the ability to pay, of the user or the effect one group imposes on another. The concept of “beneficiary pays” has thus not been properly applied and the charging principles need to adequately represent this, which they do not.

8 Cost Base Reference. A feature of the document is that all the charge increases are benchmarked to Budgeted 2005-6 costs.  At no point in the document is it clearly laid out what the charges for each area of SRG, and each user group, will be between 2005-6 to 2007-8, in comparison to each year from 2000-2004; there is an implication the charges in some areas will be even further increased.

9 Equity of the cost allocation, even if that were acceptable, is flawed, despite some attempt to create a “beneficiary model”. Section 5.2.4 sets out how GA Policy and advice cost are to be divided, the focus being according to the number of charge payers, regardless of how many beneficiaries they represent. Each airline is considered to be one payer, as is each individual Permit to Fly holder. Hence an individual with a CAA permit to fly aircraft pays the same share of costs as does British Airways PLC; hardly a beneficiary model. Agreement to use Available Seat Kilometres within the AOC scheme was abandoned when looking at GAD; this would transfer costs to the AOC holders.
10 CAA SRG largely for the Commercial Operators. Commercial, not Sporting and Recreational Aviation interests significantly drive safety regulation, a relationship not considered in this approach or in this report. Indeed, 70% of all airport movements recorded by the CAA in 2004 were for commercial operations, only 7% of movements related to “private” flying.

11 Commercial Profitability from Regulation. It is the regulatory environment that allows airlines to extract an economic profit from UK airspace. In 2003 CAA figures show UK airlines generating £484.1m of profit (before tax). 

The report presents no evidence as to the proportion of total costs that the SRG charges relate to each user group, nor does it relate those charges to the profit that each user group extracts from the safety provided, a key requirement for consideration by the Civil Aviation Act (see below).

12 Effect of SRG costs on demand. There is no underlying data provided in the JRT document providing any evidence about how the current SRG charging structure and the alleged “cross-subsidisation” has influenced activity.  Indeed, since 1982 CAA data shows that commercial movements at UK airports have increased two fold, while UK private and aero club flying has fallen back to levels not seen since 1982 (with the exception of a period in the wake of 9/11).  This suggests that there is no evidence of cross-subsidisation holding back the growth of commercial aviation in the UK.

13 Level Playing Field. The level playing field argument requires consistency; if this principle is implemented there is no remaining argument for GA not to have the beneficial tax arrangements (specifically on fuel) enjoyed by commercial operators.  GA pays £5m p.a. in fuel taxes whereas the airlines save £800m by not having to pay such taxes (per Government figures).

14 Profit on Safety. Cost allocation includes a 6% return on capital to the Treasury (equates to 3% surcharge on invoices), why is safety for non-commercial activities expected to make a “commercial return”? UK CAA is the only such authority in Europe, which is not subsidised, let alone being required to make a rate of return. This, for commercial operators, is effectively unfair competition, and for recreational flying an indecent burden.

Note: Section 4(1) of the civil Aviation Act 1992:

“It shall be the duty of the CAA to perform the functions conferred on it otherwise than by this section in the manner which it considers is best calculated- 


(a)
to secure that British airlines provide air transport services which satisfy all substantial categories of demand (so far as British airlines may reasonably be expected to provide such services) at the lowest charges consistent with a high standard of safety in operating the services and an economic return to efficient operators in the sums invested in providing the services and with securing the sound development of the civil air transport industry of the United Kingdom; and

(b)
to further the reasonable interests of users of air transport services”
The subsection has to be considered as a whole; it refers to airlines and then it refers to the civil air transport industry.  It confers on the CAA discretion, to be exercised reasonably.  It appears that the discretion has been exercised in a certain way for 32 years and so it is questionable that its exercise in a different way, contrary to the reasonable expectations of its clients, would be reasonable.  Sound development of the civil air transport industry, including GA in all its forms has required some discretion in allocation of the CAA’s costs to ensure that users can have corporate aviation, ad-hoc charters of aircraft of all sizes and that training can provide a supply of pilots, ATCOs and engineers accustomed to the UK environment, to enable airlines generally (regardless if one airline claims otherwise) to have the benefit of such people free of the cost of training them.

