4.11 Deputy M.R. Higgins of the Minister for Econont Development regarding Flybe’s
decision to sell its landing rights at Gatwick airprt to easyJet:

Will the Minister state when his department becaware of Flybe’s decision to sell its landing

rights at Gatwick Airport to easyJet and explairatwtontingency plans he has to secure Jersey's

vital air links to London?

Senator A.J.H. Maclean (The Minister for Economic [2velopment):

The first official written confirmation by Flybe afs reluctant decision to sell its landing slats a
Gatwick Airport to easyJet was received at 9.39. mm22nd May. This was in advance of the
announcement to the London Stock Exchange thewwoltpmorning at 7.00 a.m. Although this
announcement is disappointing, we have been awaleairline’s increasing frustration with
the rising costs of operating from Gatwick AirporT.o put this into perspective, Flybe tell us
that they have seen their landing charges at Glatigort increase by 102 per cent over the
last 5 years. To support Flybe and other airlihgsgeviously wrote as long ago as 2011 to the
Minister of State for the Crown Dependencies, al agto Sir David Rowlands as Chairman of
Gatwick Airport, to raise our concerns about thgpddportionate impact of increasing landing
charges and other charges such as airport passdageion small regional aircraft and the
communities like Jersey that they serve.

[11:00]

Jersey has an impressive network of air routes ibbpally any standard. Preserving and
growing that network of flights remains a top pityr In particular, we recognise the absolute
importance of good quality air services to Londonl§landers and our vitally important tourism
and broader business communities. | would theeeike to reassure Members that every effort
is being made to ensure that vital London servaresmaintained at current levels or indeed
improved in the future if at all possible. In tmegard, | would like to reassure Members that
Jersey Airport’'s Route Development Team are invactiiscussions with a number of airlines
that are showing interest in replacing Flybe s&wion the Gatwick route. | would also like to
take the opportunity to make it clear that Flybgehaonfirmed they will continue to operate all
their Gatwick services until March 2014 and thabitiwer routes they operate are affected. Flybe
will continue to offer extensive, high-quality amdluable air services to and from Jersey. | will
of course keep Members advised of any updateschw/laen they arrive. Thank you.

4.11.1 Deputy M.R. Higgins:

Did the Minister or his officers at any time coraigurchasing the landing rights at Gatwick
Airport to secure slots at London Airport? Becansematter which airlines you talk to, those
landing slots are extremely valuable and in the adseasyJet, for example, would be far more
profitable on them using the 20 or so take-off dadding slots that they have on other
destinations further afield. So, first of all, diie department consider acquiring landing rights
to secure our presence at Gatwick and, if not, wlfar contingencies do you have to try and
secure that route?

The Bailiff:

Minister, if you could hold those questions in youmnd, please. Unfortunately, we are now
inquorate. Could | ask Members in the coffee romnreturn to the Chamber, so we may
become quorate again. Minister?

Senator A.J.H. Maclean:

Yes, in fact, we did consider the options some yago with regard to Heathrow. The Deputy
raises a very interesting point. It is a nice ite¢ghink that the Government could purchase slots
at airports that are key to the economic and sdatate of the Island. Unfortunately, it is not

that simple. Only airlines and operational aiiran purchase landing slots. So, | am afraid
that is not an option available to us. But, whath say to the Deputy and to Members is the



clear value of Gatwick and Jersey as a route. €lla@e over 600,000 passengers moving
backwards and forwards. Certainly from the inidacussions with airlines there is a great deal
of interest. We are confident that there will bplacement services in the not too distant future.

4.11.2 Deputy S. Power of St. Brelade:

I think most Members would be certainly reassurgdtiite Minister's responses to date.
Unfortunately, | think the Minister would also adkmedge the fact that a lot of what is

happening is outside his control, with the comnarpressures on airlines and indeed ferry
companies. My question is this: the Isle of Mas h&so lost its Gatwick links as a result of a
similar move by the same airline. Would the Miarshot agree with me that it is vitally

important that his department step in now and tngd gecure a deal with other airlines?
Otherwise the prospect for Channel Islanders oseyefolk to have to use Southampton or
London City or Southend or wherever is going todxstrictive.

Senator A.J.H. Maclean:

Yes, | would absolutely agree with the Deputy. fTisaexactly what is happening. The Route
Development Team at Jersey Airport are doing exdbtt. There are discussions underway at
the moment with airlines about the possibility méreasing services to Gatwick, of replacing the
loss of Flybe from next March. | am confident tiaa will find replacement services. | think
we need to put into context though, the reason Eigbe have taken this decision. The
increasing charges are impacting specifically oallmregional aircraft. It is the size of airdraf
and it is the noise distribution of the aircrafatthave to pay more money. So the larger aircraft
are at an advantage, there is more profitabilitydoes not mean that services are going to go
altogether, it just means we are going to see ageha the profile of who serves the Island from
airports like Gatwick.

411.3 The Connétable of St. Lawrence:

The Minister has referred a number of times toRbete Development Team. | would like him
to expand on that and explain who sits on it, wremages it and whether they are looking at
additional destinations other than the ones hgusaseferred to.

Senator A.J.H. Maclean:

Absolutely. The Route Development Team was createdmber of years ago. In fact, prior to
that there was no active communication with aidineln fact, decisions by airlines to stop
routes... often the airport heard at the last mindel, no prior knowledge of it and it was a most
unsatisfactory situation. In recent years a teas lbeen put together of senior officers. It is
overseen clearly by the Chief Executive. Thathscdutely as it should be. There is continuous
and ongoing dialogue with airlines, looking at wagswhich we can assist them if they are
finding particular routes are challenging and logkat ways we can create new routes. Indeed
there has been some success. | have to say thaleéare a good example. We have seen
Glasgow, Liverpool, London Southend, all expandinfhat is due to the good work that the
team have done at Jersey Airport. It is about onggmanagement of our key partners, the
airlines, that is going to sustain our future.

4.11.4 Deputy R.G. Le Hérissier:

The Minister skirted the issue of buying slots.rs#y, has he looked at the Aurigny solution?
This, of course... the States of Guernsey and sompl@éaughed at the time, but it appears to
be vindicated to a point. Secondly, could he usll- it all seemed very obscure - is he saying
airlines with small aircraft can no longer viabiy,an economic sense, fly into Gatwick? Is he
saying it is only airlines with big planes, whidiet will have to fill, who are now able to deal
with the economics of Gatwick?

Senator A.J.H. Maclean:



I did not think | skirted the answer at all. | tight | was fairly clear about it. Government
cannot purchase slots at airports like Gatwick Hiedthrow. Operational airlines can. It is as
simple as that. Clearly the decision that Guerrisek in terms of acquiring Aurigny was for
that very reason, to ensure that they securedidbe & Gatwick airport. The difficulty, | think,
that they will find now is that Aurigny is even sihea than Flybe was in terms of the size of
aircraft and the profile. They tend to be oldecrift. They are noisier. As such, they are going
to be paying much higher charges. So, it is gtinige less viable for them to operate that route
and will have to be, no doubt, subsidised by ther@sey taxpayer in the years ahead. | am sure
that is a strategic decision that Guernsey haventakit is certainly not a route that | would
favour. We have a very good service alreadyights a day from British Airways. | am very
hopeful that we will get another airline steppinga pick up the majority of Flybe flights. That
was 4 a day. That is a really good service. Waikshalso remember it is not just the number of
flights, it is the capacity, the size of aircrdfat we have are large. The number of seats ave als
way ahead of competitors.

4115 The Connétable of St. Lawrence:

The Minister has told us that we, as a Governmearipot buy landing slots. But | seem to
remember a few years ago, we used to subsididdahthrow route. Has the Minister looked at
perhaps subsidising an airline? If he has not,he® Or are we now?

Senator A.J.H. Maclean:

The Connétable is quite correct. Yes, we did idda@®vide an incentive to an airline to operate
the Heathrow route for the very reason that we wereable to purchase slots. As far as
incentives are concerned, yes, Jersey Airport ®ffacentives for new routes. They offer

incentives for growing market share and so onthénfuture... and part of the negotiations that
are ensuing now with regard to Gatwick and othata®, the airport will look at the commercial

opportunities of incentives to airlines that arengao be in the economic interests of the Island.
That is exactly as it should be.

4.11.6 Deputy S. Power:

Could the Minister confirm whether easyJet has esggd any interest in what is called the early
morning slot or the ‘red-eye’ to Gatwick? Thosd#ights, those early morning departures, are
key links into London. As he has indicated, Flgoe pulling out, can he indicate the importance
of maintaining the 2 early morning links into Gatw?

Senator A.J.H. Maclean:

What | can say is that | thoroughly agree with timportance of the early morning ‘red-eye’
flights. That is clearly understood. What | cando at this stage - and | am sure the Deputy
will understand - is talk about confidential negtiins that are being undertaken with different
airlines and so on. But we are very aware of tmjgorrtance of the early flight and that particular
profile is something that is key as far as we amgcerned in negotiations.

4.11.7 Deputy J.H. Young:

| am puzzled by the Minister's answers. In patticihe question that Deputy Higgins raised.

How can we be confident that the landing slots,clwhare so valuable and are lost to us, are
going to be taken by another airline on the Jerseye and not to another location? | cannot
hear in the Minister’s answer, so | would like taister to tell us, what are the elements that
are going to make sure that happens and make lusofgedent about it?

Senator A.J.H. Maclean:

I am in a difficult position, because | cannot gdetails as Members, | hope, would understand,
about negotiations that are underway at the momehioped my opening answer was able to
give enough confidence to Members that there er@st from airlines to take on those routes.



There are a lot of passengers that fly between Glatand Jersey, over 600,000. We have had
interest expressed in the past from airlines, agxkeasylJet, about Gatwick. Of course, at that
stage there were already 2 airlines that were dlytimere. | am confident that we will have
replacement services. We already have 5 fligltayafrom British Airways. At this stage that
is all I can confirm. But | will come back to Memis as soon as | can on the conclusion of
negotiations. | am very confident that we will gesatisfactory outcome. We do understand the
importance of this vital link to London and in padlar Gatwick. We are working hard in order
to resolve the change resulting from Flybe’s renhéreem the service.

4.11.8 Deputy R.G. Le Hérissier:

Even though the Minister talks of not interferinigedtly, there is no doubt that the ferry service
is @ monopoly because of Jersey Government intéoren A monopoly was granted. Firstly,
would he admit that in terms of competition, theryeservice should be a much more
competitive item in relation to air travel? Seclynds he totally convinced that the replacement
fleet policy, the capitalisation of the serviceyeéslly something that the monopoly has given it
or there are problems ahead on the sea as wellths air? Thank you.

Senator A.J.H. Maclean:

| am not quite sure how we have got to the seaicg=rv There are challenges to answer his
guestions in both air and sea, as is always the. c&ge are an Island. We rely on essential
lifeline links. There are a number of complex &suhat need to be considered in terms of
securing those routes. | believe they are beintkedbvery effectively and very efficiently by
close negotiations with all our key partners, weetthey be airlines or indeed ferry operators.
Make no mistake, there are challenges ahead. damident that we will have the services that
the Island requires, both socially and economicatio the future. We have a great advantage,
as an Island, by the need and demand that is shgwwur key industries, both finance and
tourism, and | am sure that in the future they hill/e the services that they deserve.

4.11.9 Deputy M.R. Higgins:

| am somewhat confused by the Minister's earliesvaar when he mentioned about the Route
Development Team’s function is basically to keep pulse of the airlines and keep in touch
with them so we do not get caught suddenly losiagroutes. Yet, they were told the night
before the announcement on the stock exchange.th@avlinister tell us whether there were any
discussions between Flybe and the Route Developrieatn or anybody else within his

department about the difficulties they were in as#ling if there was any way the States could
assist them to continue the Gatwick route?

Senator A.J.H. Maclean:

| thought | had made that absolutely clear in mgropg answer. Back in 2011 we were aware
of the concerns that Flybe had about the risingscoSoperating at Gatwick Airport. That was
the reason that | wrote to the Minister in the Ut& express concerns about those rising costs,
the importance of regional airlines and aircraftctammunities such as Jersey and asked for
assistance.

[11:15]

We also raised the issue about other costs, |#mdipassenger duty, which | also mentioned
earlier. So, yes, we have been active in tryingddress some of the concerns that airlines like
Flybe have been raising for some time, and in dipédrum.

4.11.10 Deputy M.R. Higgins:
Supplementary? Did you consider subsidies ondb&ef
Senator A.J.H. Maclean:



There are competitive requirements on the routedbanot necessarily require direct subsidies,
we believe, at this stage. As | have said befoegotiations are underway for replacement
services on the Gatwick service. All options axailable for discussion as part of those
commercial negotiations.



