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Dear Minister,

Chris Cain and I are grateful for the time you were able to set aside for our
virtual meeting on 20t January 2021, especially as we appreciate your full diary
and that you are having to juggle many balls in the form of ‘variants’ which
current circumstances have thrown at your department. The speed of the
vaccine roll-out is a positive development for the aviation sector, which we hope
holds out the prospects for travel restrictions to be gradually lifted and will
enable attention to concentrate on the recovery process and strategic longer-
term planning for the industry’s future.

As the LGA’s Special Interest Group on commercial aviation (with many
members who have airport shareholdings) and with a remit now broadened to
cover General and Business Aviation, links to the aerospace sector and to other
critical aviation related supply chains (e.g. fuel, logistics and skills), our members
are anxious to engage at ground level in the developing and delivering the ARP
and other critical aspects of long term policy we touched upon when we spoke.

Of course, we need to be fully and properly engaged working with your officials
and ideally to be able to update you and other ministerial colleagues as
appropriate more frequently than has been possible since the Aviation 2050
consultation ended in 2019. We have much expertise and insight to offer, as well
as statutory and ownership responsibilities that we need to ensure are
appropriately addressed and we are most anxious to get started.

With this in mind I have attached for your review a post hoc summary, in the
form of an updated annotated agenda, from our meeting that re-states our core
issues but also lists the three questions our members requested we ask of you
(but we did not have time to cover in the meeting) and that require answers
from your officials. Importantly, we reiterate that SASIG should be included as a
member of relevant steering and working groups - current and future - on
forecasting, the ARP and Regional Connectivity Study, Air freight, Greening
Aviation and skills and training. These are all issues on which we have policy
papers and a working engagement with aviation bodies.
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You did also ask us of our view on the future recovery, or otherwise, of business
travel. We felt that it would recover but led by domestic, then short haul and
lastly long haul. To amplify the background I have attached a second set of
documents detailing reports and surveys by McKinsey, Skift, IATA and Harvard
Business Lab. These make interesting reading.

Lastly, SASIG is a funding partner, with the Independent Transport Commission
and CAA, of a study looking at the policy challenges associated with introducing
the many new aviation technologies that are being developed and promise to
bring positive change to the sector over the next 30 years. With this in mind, I
would appreciate your endorsement of the important role Local Authorities will
have in developing and regulating future urban air mobility at a local level and
your encouragement to those leading Government programmes in this field, such
as Future of Flight and the Connected Places Catapult, to ensure SASIG and the
LGA more broadly are fully engaged. Developments in this sphere of new
technology are likely to bring many benefit to local communities, but will also
require their ‘social licence’ and 3 dimensional regulatory and zoning approvals
if they are to be operated to their full potential within acceptable safety and
environmental parameters.

I look forward to seeing you again at the next Airspace Modernisation Board
meeting, or in conjunction with work being taken forward on the other key
policy areas I have highlighted above.

Kindest regards,

Your sincerely,

Keith Artus
Chairman of SASIG

cc: Chris Cain, Policy Director, SASIG

The Strategic Aviation Special Interest Group of the Local Government Association (SASIG)
SASIG Secretariat, 14 Monarch Terrace, Kings Hill, West Malling, Kent, ME19 4HP Tel: (01732) 220256



sasi
Strategic Aviation g
Special Interest Group

Written Follow-up to Key Areas of Discussion Raised by
SASIG at Meeting with Aviation Minister - 20 January 2020

1. Aviation Forecasts

Forecasts underpin so many aspects of policy it is essential they are updated (especially
after the disruption caused by COVID), that the methodology is transparent and the way
in which they are structured and presented is supported by the industry and key external
stakeholders, of which relevant Local Authorities (LAs) would certainly be one. Ideally, DfT
should aim to build a consensus around the key timelines to be considered, the scenarios
and assumptions used, and the format of the outputs generated. Getting this right is
especially important for small/medium sized airports for which the existing DfT Aviation
Modelling Suite (NAPAM) is particularly poorly suited.

— SASIG Expressed Concerns about 2017 Passenger and associated CO2 Forecasts, especially for
small and medium sized airports — accepted by DfT in an Explanatory Note published after
criticism of the forecasts which suggested they should be used with care and not at a small
airport or route by route level.

— SASIG noted the 2017 Forecasts are being used extensively and therefore probably
inappropriately for a variety of purposes (e.g. APD analysis work by HMT, the case for the
Devolution of APD by HMT, airspace modernisation, aerodrome safeguarding, noise
assessments, air quality projections, DCO’s/planning applications, business/economic cases for
airport related surface access projects, and the CCC appraisals and reports to Government
(which based on the 2017 forecasts and model validation, imply no increase in throughput at
any other airports if LHR R3 goes ahead).

— There has been silence on how work to improve methodology or the modelling suite itself is
being taken forward. This closed-shop approach (which has verged on the secretive), always
produces less satisfactory outcomes than one based on transparency and engagement, without
which build the crucial important consensus about the forecasts (and therefore the strategic
planning parameters for the industry), becomes impossible.

— SASIG has pressed officials at liaison meetings and in writing for meetings on forecasts and
clarity about what is happening on a number of occasions without response.

— Also, DfT has no air freight model — important gap in Govt’s toolkit which it should fill urgently;
without it, it cannot form a proper judgement about UK industry’s efficiency, significance of Nr
Europe airports for UK freight, form and type of future capacity requirements and
demand/capacity geographical mismatch across UK. SASIG has access to a model that could be
adapted to fill this gap quickly.
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2. Greening Aviation (CC)

We recognise that the Government is seeking to generate momentum on this issue, as
evidenced by the establishment of Jet Zero Council, the funding given to the Fly Zero
project and Future of Flight programmes and through its support for Sustainable Aviation
Fuel developments at Immingham, Stanlow and the Translational Energy Research Centre
in Sheffield. More is needed, however, especially with the COP26 on the horizon later this
year in Glasgow.

In our view, the industry is now fully committed to trying to come to terms with the
implications of the climate change agenda for its future growth, and most airports and
airlines would rank high on their list of policy priorities for policy post COVID. Our concern
is that Government policy is:

- not keeping up with the speed with which the CO2 debate, and the potential
technological solutions that could influence it, are moving;

- allowing aviation to be framed disadvantageously relative to other transport modes
because of the poor quality of comparative data and modelling generated by subs-
standard CO2 emissions guidance and calculators (how can you can compare if rail or
air is the best form of connectivity if you cannot calculate operational or project
specific life time emissions accurately?); and

- has failed to find the mission-orientated political leadership that is needed to deliver
the ‘moon-shot’ outcomes the industry needs quickly and cost effectively.

Without a coherent aviation de-carbonisation strategy, which ties growth to carbon
budgets, which are themselves linked to the speed at which net zero carbon technologies
are introduced, and in turn to the regulatory and fiscal frameworks Government puts in
place to support their up-take, the UK will not be able to sustain the leadership role in this
field for which it has broad support for.

The current lack of clarity about CO2 emissions policy as it aligns with aviation growth in
the UK has been the major cause of drawn out airport planning processes across the
country. Ultimately, this has put SASIG’s members in the front line of the numerous
planning battles; a coherent approach to the issue that does not run scared of, but works
with recognition of, the environmental lobby is needed as soon as possible and SASIG
needs to be closely engaged in the strategy’s development.

— Proposals for airport growth at Leeds Bradford & Southampton, major airport planning inquiries
(e.g. at Stansted, Bristol) and prospective DCOs at Heathrow, Gatwick and Luton, SASIG
members are all struggling to square the apparently conflicting Government policy issued in
2018 of making best use of existing infrastructure, while respecting the Government’s legally
defined climate change commitments and the associated advice on its implications for airport
capacity from the Committee on Climate Change.

— The industry is aware how important this issue is; it has also become politically charged
locally. The absence of any coherent policy on aviation and climate change, un-coordinated
announcements of climate change commitments from No 10 and strong external pressures
based on deeply misleading data are all creating problems for an industry which has unfairly
become the lightning rod for wider concerns about the speed of progress towards Paris
Agreement emissions targets and the new emerging consensus around Net Zero commitments.
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— Airports and LAs who would actually likely to partner with each to deliver a range of greening
initiatives are finding themselves at loggerheads because of conflicting policy statements and
the lack of a clear ‘mission-orientated’ framework.

— DfT needs to get ahead of this agenda pre COP26 and a post COVID recovery in traffic, by
providing global leadership with a coherent aviation decarbonisation strategy and a market
leading framework of investment/tax breaks to support its delivery.

— Setting challenging targets for achieving Net Zero Carbon for airport operations needs an
incentive scheme, especially with airport finances in tatters post COVID.

— DfT should be publicly and explicitly recognising that the big issue in terms of CO2 emissions is
not domestic flying where most attention seems focused, but long haul (see the chart below
from Eurocontrol).

FIGURE 14: CO, EMISSIONS vs NUMBER OF
DEPARTURES (2019 AS COMPARATOR)

Share of C0, emissions vs number of departures [ ~4
(All departures from CRCO States in 2019) A
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46.2% (500 to 1,500 Km) = 21.6% emissions
24.1% (<500 Km) = 3.8% emissions
i.e. 70.3% of flights (short haul) = 25.4% emissions.

— Domestic and near European services actually generate only a tiny proportion of the industry’s
CO2 problem and regional flying is in reality typically very competitive on CO2 emissions vs
surface alternatives especially when surface journey to/from airports taken into account. But
without an accurate route-based comparison tool, the generic statistics that are used to show
how large an emitter aviation is on a domestic route compared to say a rail alternative, go
unchallenged because they do not reflect ‘perceived wisdom’ and the inaccuracy basis on which
they have been derived is not properly understood.

- Also absent from policy considerations are that electric aviation (c-VTOL) will be finding its way
into the regional aircraft fleet place by 2025 (if not earlier), helping to decarbonise domestic
and near Europe/hub flights first, and prospectively by 2030-35. Urban air mobility and drones,
which will use a combination hybrid-electric, electric and hydrogen fuel cell power will also help
to clean aviation by reducing short haul emissions and replacing smaller rotary and turboprop
business flights.

— There is also a huge opportunity for renewables clusters at smaller less congested regional
airports, where open spaces, under-utilised buildings and rooftops are available to take solar
panels, wind turbines, biomass pants etc and in so doing power airport activity sustainably while
also generating a clean energy to the benefit of the local communities that host them. LAs are
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likely to be at the centre of such initiatives and must be engaged in the associated policy
development.

— But long-haul flying does not yet have to hand such imminent or convenient technological
solutions; it will, therefore, need to rely initially on offsetting and then alternative fuels,
possibly for many years to come to operate sustainably, because despite much discussion in the
press a form of hydrogen-based fuel capable of use on wide-bodied/twin-isled aircraft flying
long sectors is probably well beyond 2040 in terms of time horizons.

— ltis for this reason and the supporting connectivity and economic recovery reasons set out
below that SASIG is anxious to the Government give much higher priority to getting domestic
flying re-started as soon as travel restriction on movement within the Common Travel Area are
lifted. This is likely to happen long before solutions are found and rolled out for removing
restrictions on international flying and yet so much of the Department’s energy is vested in the
Global Travel Task Force, whilst virtually none directed towards planning the restoration of
domestic connectivity. Outside London and the larger metropolitan cities like Manchester,
Birmingham and Edinburgh, it is domestic connectivity that will have far more significance for
local and regional economic recoveries.

3. Connectivity Studies

Broadly speaking, SASIG’s view is that with the possible exception of the 2003 White
Paper, aviation policy in the UK over the last 40 years has focused disproportionately on
small number of large airports in the South East. Far more attention is also needed to the
“collective strategic value” of the UK’s regional and smaller airports, and its Business
Aviation and GA airfields. Whilst realistically this still requires recognition of Heathrow’s
global hub role, it also demands more effective use of extant South East infrastructure
capacity than has been achieved over 30 years by price driven ‘allocative efficiency’.

A pragmatic resolution therefore requires a policy based on long term and sustainable
systems-based infrastructure planning in the South East (i.e. looking at South East airports
as a ‘system’ rather than as multiple individual competing entities), as already happens in
every other global metropolis in the World except London. Such an approach, can then be
combined with a pro-active policy to strengthen airports and air networks in every other
part of the UK, as part of the Government’s overarching build back better and levelling-up
agendas.

With this in mind, it is worth remembering that every Which? Airport survey in the last
ten years has demonstrated clearly that passengers prefer to use their ‘local airports’ if
they can, even though it may been changing planes en route, rather than drive a long way
to a bigger airport some distance from home, which is also inherently environmentally
less sustainable.

Domestic routes and especially hub connectivity will continue to remain critical to smaller
local airports around the country, this may mean promoting alternatives to Heathrow as a
hub for certain types of connectivity (e.g. to core markets in Europe & US/Middle Eastern
hubs) allowing it to dedicate more of its slots to a wider range of global connections.
SASIG agreed with the Aviation 2050 consultation document that both Manchester and
Edinburgh, and possibly also Birmingham, are well-placed to serve these core connectivity
requirements alongside established hub-connectivity to Dublin, Amsterdam, Paris and
Frankfurt, so that Heathrow can use more of its slots to sustain air services frequency to a
network of important international markets that no other UK airport can sustain.
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Equally, as we outlined above, CO2 comparisons between aviation and other modes on
short journeys that follow DEFRA guidance can be extremely misleading because air
performs much better comparatively than conventional wisdom suggests on short flights
of less than 500km (which make up 25% if trips but just 3.8% of total aviation emissions),
than longer ones.

- National aviation policy has for too long been obsessed with airports in one part of the country,
whilst nowhere near enough attention has been given to the ‘collective strategic value’ of the
UK’s network of regional and smaller airports, and indeed its GA airfields. Whilst we recognise
the steps that the current Secretary of State has been taking in relation to the GA sector, one
core short-sighted obsession has again and again been undermining the aviation sector across
the UK, namely Heathrow.

- The result is that time and again the national debate has had a South East capacity focus (the
Davies Commission barely looked at regional airports), without any concomitant progress
toward a cross-party consensus being made. Meanwhile our competitive standing in the global
industry has slowly diminished relative to France, Germany and the Gulf States.

- As we enter a post-Brexit period where the UK is going to need to be even more outward facing
than before, and global trading links will become ever more essential, all parts of the UK are
going to need excellent air connectivity if they are to compete economically and we should be
developing a UK-wide strategic plan to ensure that this is put in place as part of the COVID
recovery.

— Policy needs to explicitly recognise the strategic infrastructural and economic value of the UKs
airport ecosystem as a whole rather than just one or two nodes on it. RABA focuses on
championing the role of smaller (up to 3mppa) and medium sized (up to 5 mppa) regional
airports because larger airports (+ 5mppa) and GA airfields have their own trade bodies (AoA
and BBGA respectively).

— Itis quite plain to everyone that is able to take an informed and objective view, that relying on
market forces alone is not going to achieve the airport system and air connectivity the UK
needs. This is because ‘the market’ alone does not control the means to deliver new capacity
when and where it is needed, because there are wider economic, environmental, land use
planning, surface access, resilience and funding considerations that come into play in making
such decisions, about which only Government can make strategic judgements.

- Such strategic national/regional plans are already needed anyway, to optimise the way
aviation’s CO2 budget is utilised in the interests of the whole of the UK, unless that is the vast
majority of it is not to end up being allocated to London’s airports on the basis of misleading
price based mechanisms.

— If overall ATM movements need to be limited to achieve Net Zero CO2 emissions targets, the
value of more system based approach to matching capacity to demand, in which specialist
roles are allocated nationally and regionally to designated airports in order to ensure available
capacity is optimally used —i.e. peak period capacity maximised, night movements minimised
and focused where they can best be handled, delays minimised, and overall resilience increased.

- Domestic/to hub network connections are critical for smaller regional airports as are cross-
country domestic services linking cities that not connected by high speed radial rail routes to
London and those accessing to remote and peripheral areas. Securing such services is an
essential component of overall national connectivity — an essential ingredient of the levelling-up
process.

— Very concerned, poorly calibrated CO2 evaluation tools are painting the wrong picture of
modal priorities for inter-regional travel within the UK and associated Common Travel Area;
been trying to speak to DfT officials without success. There needs to be a fundamental review of
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the available tools and guidance in this area so that more accuracy and confidence can be
introduced into policy making.

- With this in mind, it is worth remembering that every Which? Passenger survey in the last ten
years has demonstrated clearly that passengers prefer to use their local airports if they can,
even though it may been changing planes at a hub, rather than driving a long distance to a
bigger airport a long way from home — which is also environmentally less sustainable.

4. Aviation Recovery Plan

The announcement of the AGOSS scheme on 28" January, came after our meeting, and
put in context the COVID and Brexit related delays to the Aviation Recovery Plan (ARP)
that we discussed. We are pleased to see that the Airport Business Rates data that SASIG
collated and forwarded to your officials helped in building the case for a sector specific
case with the Chancellor. We also note the AGOSS scheme clearly has a short-term,
emergency focus, whereas we understand the ARP will be much wider ranging, specifically
target the post COVID recovery process and will cover a much longer time horizon.

SASIG does have important reservations about the AGOSS scheme: its scale is small
compared to industry losses and it seems to us it does disproportionately favour medium
and large airports at the expense of smaller ones. Looking to the near future we hope it
might be possible to offer a further interim scheme to smaller airports only using the de-
minimis State Aid provisions the EU has put in place for regional airports due to COVID.

However, SASIG’s focus has always been on a long-term recovery strategy and building
back better, because it is these measures which will have the most positive impact on the
damage the pandemic has done:

- indirectly to local economies and social infrastructure,

— both directly (where LAs are airport shareholders) and indirectly (loss of airport
funding support for surface access, training and community projects, rent from
properties with an aviation related use and increased costs associated with benefits
claimants) to LA finances.

We understand it that it is these longer-term structural issues that the ARP will help to
address, and therefore on which our own work examining the local economic damage
COVID has caused within the boundaries of airport authorities, on which we have
concentrated. It is with this in mind that we ask again for involvement in Departmental
Steering and Sub-Groups that hitherto we have not had.

- We have not understood the Government’s reluctance to provide industry specific support in
the way that every other EU and North American country has. Any reservations HMT may have
over the financial resilience of big companies, adverse environmental PR, and setting a
precedent for other sectors, really does not stand up to close scrutiny.

— Our interest is in local economies and the finances of our members which have been badly
affected and would be devastated but for Furlough scheme. Some airports able to access loans,
direct support but others not. Airport LA COVID Impact Study.

— Theirony is some very modest steps taken now, or in the Budget, could have made all the
difference: e.g. get domestic aviation market in UK and CTA moving — APD, PSOs; support
airport finances - Business Rates, Public Service Availability Fund. We are, therefore pleased that
the AGOSS scheme was announced but disappointed at is scope and design.
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— SASIG recognises the much championed ARP is not an emergency response measure, and that
we are still in the phase where Government’s main focus should be on: COVID restrictions,
keeping air freight moving post Brexit and on stabilising aviation businesses (i.e. maintaining
their financial liquidity, preserving long-term capacity and retaining workforce skills - neither
capacity or skilled labour can be easily or quickly back-filled). In other words, emergency
response measures, with the ARP to follow.

— SASIG sees the ARP and regional connectivity strategy as delivering a restart and recovery
roadmap for the industry, starting in 3-6 months’ time when constraints on the industry and
travel are lifted and for a further 3 years thereafter. We also envisaging allow time for a new
long-term aviation strategy to be put in place.

- The ARP therefore needs to focus on resilience/bringing back capacity at big airports;
diversification at smaller ones, better regional connectivity, restructuring/modernising air
freight sector and greening aviation.

5. Air Freight

SASIG is aware of the 2019 NIC reports on freight and logistics and has heard that DfT may
have set up a freight and logistics group; but it is not clear whether the latter covers air
freight and certainly the NIC’s work is very light on this issue. The Air Cargo industry, as
COVID has shown, is strategically essential, and in our view, there is substantive evidence
of significant market failure.

As a result, it is important that a systematic review is undertaken, and a clear policy put in
place to reflect Brexit implications and Britain’s new Global trading nation status. It seems
to use likely that were this the case, the problems that the Manston DCO, a project that
we support, has run in to would not have occurred. It is important to ensure the lack of a
clear policy framework does not cause this to happen again in the future where proposals
for additional air freight capacity come forward.

- The importance of logistics for functioning local and regional economies/and last mile delivery
of goods and services in a modern society is clear.

- Current (and potential longer term) uncertainty and delays at ports — has caused air freight is
seen as crucial alternative; it was estimated by the FTA in 2014 that over 1m tonnes a year of
UK O&D air freight is using Nr European Airports — where will that go now?

— Thereis a critical need for enhanced air freight capacity across the UK, especially as consignees
based outside the South East generate 60% of demand, but non-London airports service only 30-
35% of the traffic. This is both economically and environmentally inefficient.

- E-commerce growth is set to continue possibly for another 5-10 years — there are already
capacity constraints in SE and will be in 10 years at East Midlands; and the B2B express
component kind of traffic can bring with it night noise issues?

— Logistics operations require large scale infrastructure — there is a lot of potential disruption and
environmental impact if not planned properly.

— Drones and Last Mile Delivery are coming; there is no policy framework for their future
operations

— A competition and modernisation strategy needed — the UK industry is significantly behind it
competitors.
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6. Questions from Members

We indicated when we met the Minister that there were a number of questions from
SASIG members; he promised he would respond. It would be good if we could pass-on
written responses to them:

a) Does the British Govt intend to match the financial support

given by EU countries to their respective airlines/airports to

minimise mass redundancy and ensure , post COVID, a fast return to

competitiveness and normal operations.?

b) In support of the policy on Regional Airport development, does the

Minister agree that some local authority objections based political

grounds are unhelpful and should be resisted in the interests of not

just civil aviation and aerospace but the economy at large.”

c¢) Concern at lack of progress on Airspace Modernisation programme — seen as lack of vision,
leadership and resources from Government. Structure in place, needs energising, When? Also
concerns about the complexity and cost of the airspace process and its focus on enhanced
operational capacity rather than improved environmental performance — how and when can we
address these shortcomings?

7. Future Issues

These are issues where we will be seeking further engagement with officials initially and
ultimately Ministers from DfT, HMT, BEIS, MHCLG and DEFRA:

- Skills and Training

— Airport Related Property Development;
- Land Use Planning;

— Surface Access connectivity;

— Airspace modernisation;

— Urban Air Mobility

On Urban Air Mobility our intention is to seek to partner with RABA, ERAA and LEPs to allow pilot
projects being taken forward with Future of Flight and Connected Places Catapult funding, to
identify:

— key regulatory provisions that will be needed before this technology can become
mainstream;

- how to ensure consistency of approach at a local level but enable local choices,
topographies and environments to be respected; and

- the different processes and governance regimes need to be put in place in different rural
and urban environments before the potential of this technology can be maximised.

Recognising that LA’s are likely to be both major customers for and regulators of this new
technology, SASIG would grateful for any support DfT can offer to facilitate these initiatives.

8. Recovery of Business Air Travel

Finally, during the meeting the Minister asked about our views on whether and when flying
on business would return. We agreed with him that it would — domestic first, short haul
second and long haul last and shared his doubts that video-conferencing technologies such
as Zoom and Teams would replace business flying.
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We offered to provide him with supporting evidence of this from reliable and credible
sources he may not be aware of and he expressed an interest in receiving these. Attached
with this note are therefore the most recent surveys/reports from McKinsey’s, Skift, IATA.
and Harvard Business Lab, all of which support a future for Business Travel. We hope he
finds them of interest.

But perhaps most telling are the comments of Chris Nassetta, President and CEO of the
Hilton Group, who stressed when describing his outlook on the future, “An internal meeting
will happen by Zoom or WebEx ... instead of getting on planes and staying in hotels. ... But
there’ll be other forms of travel and needs that come up, that [...] create opportunities for
people to travel for different things that they [previously] weren’t traveling for. The net
result will be, in two or three years, [...] very similar.”

SASIG Secretariat
1 March 2020
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