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Australian Government National Aviation Policy Green Paper 

Cathay Pacific Airways Limited (CX) Fuel Infrastructure – Submission of Comments 

Cathay Pacific Airways Limited (CX) wishes to submit the following comments regarding the fuel infrastructure requirements at all Australian international airports.

The airline strongly advocates that the future fuel infrastructure at Australian airports promotes an open, transparent and cost-effective fuel supply market for airlines and suppliers alike. The infrastructure also needs to support future growth and enable Australian airports to be regionally and internationally competitive. 

A globally competitive fuel infrastructure, reflected in appropriate capacity planning, competitive costs and prices is critical in providing an airport with a commercial advantage in the overall aviation market.  Strong governance and transparency is fundamental to establishing such a successful infrastructure. It is necessary to create a truly open access fuel supply system with appropriate schemes of control to ensure that each airport provides open access on equal terms for all potential suppliers and stakeholders.

Having an “open access” market for fuel supply attracts international airlines, fuel companies and other associated businesses to an airport. This will have a positive effect on the airport and the local economy.

Cathay Pacific urges the Australian Government to ensure all its international airports develop and implement a world class fuel infrastructure system and scheme of control to deliver sustained economic benefit to the local economy and in turn to Australia as a whole.

The fundamental infrastructure requirements are consistent for all major Australian locations. It should be stressed that the into-airport infrastructure needs are as critical as those for on-airport in supporting and impacting the potential capacity growth and future competitiveness of these airports and their geographically associated economies.

The assurance of fuel supply to support growth at an airport is crucial to its successful future. The airport must place a high priority on having an appropriate fuel support infrastructure, both into-airport and on-airport that will guarantee reliable and economically competitive fuel supply and into-plane services.

Broad stakeholder involvement is crucial to ensure an effective and competitive system. Cathay Pacific fully advocates IATA’s recommended inclusion of the airline community in the development and implementation of fuel supply chain design and development at Australian international airports.

Specific Points

· A number of airports, of which the most significant are Sydney, Melbourne and Adelaide, are showing symptoms that suggest a lack of timely investment in the supply infrastructure. In recent years these airports have experienced a number of shortages or near shortages of fuel that have caused disruption to airlines and if not addressed could cause significant disruption to airline operations and increased operating costs in the future.  Fuel shortages should not be a constant concern for major airport such as these.  Development plans should adequately safeguard against future capacity problems by having a clear development plan for fuel infrastructure enhancement that is consistent with projected airport traffic growth and fuel demand needs.

· Airport development plans provide the opportunity to establish an open and competitive environment, in which airlines, fuel suppliers and other service providers are given equal opportunity. Any qualified entity (fuel supplier and airline alike) should be able to bring fuel into the airport on open and competitive terms. Ideally the fuel supply infrastructure would be owned and operated by independent parties that have no vested interest in the sale of fuel at the airport.  Where this is not achievable there should be schemes of control in place that promote open access and fair pricing for the use of the facilities. The construction and independent ownership of appropriate into-airport infrastructure – such as pipelines, rail or road access, coastal and inland fuel receiving facilities, new supply pipelines to the airport, and on-airport facilities such as storage tanks and hydrant systems present such an opportunity.

· Decreased competition or a lack of transparency at any point along the supply logistics chain provides opportunities for uncompetitive pricing and can also lead to a lack of investment in appropriate fuel supply infrastructure at Australian airports. Fuel supply chain costs or “differentials” have been steadily increasing in recent years at all Australia’s international airports, despite increasing throughput volumes. The present supply to each airport is dominated and controlled by a few suppliers who make it costly for other suppliers to enter the market.  This discourages new entrants to the market and leads to Australian airports having a small number of fuel suppliers when compared to other international airports in the Asia Pacific region. 

· We encourage investment in fuel supply facilities under a scheme of control that provides an appropriate and open commercial payback for the investors in such infrastructure. Where there is a lack of transparency it can lead to uncompetetive and arbitrary fees being charged for the use of the supply chain facilities. Fuel supply infrastructure is integral to running an airport and any fees passed to airlines should be fully cost justified and not used as an arbitrary means to generate revenue or achieve an unrealistically short payback period. 

· Cathay Pacific is willing to share our experience with the model of fuel provision at Hong Kong International Airport as a good example of a win-win situation for all stakeholders (airport owner/authority, airlines, suppliers and operator). The key elements of this model could also deliver a cost effective and competitive fuel supply regime at Australian airports.  It has been endorsed by many areas of industry community and IATA considers it to be the fuel supply model for other airports to follow.

Key elements of the model:

· Cost efficient and operationally effective system via ‘Open Access’ for all fuel suppliers and a level playing field for all stakeholders

· Any party can supply fuel provided it has a contract with an airline, including an airline itself (self-supply)

· Fuel quantity/prices freely negotiable 

· Creates competition among suppliers for business

· All suppliers are treated equally – individual suppliers do not have ownership/control of key elements of the infrastructure (e.g. pipelines) to the disadvantage of other suppliers

· Transparent management, operation and cost structure through the Aviation Fuel Facility Management Association (MA) chaired by the Airport Authority with representation of suppliers, operators and airlines. 

· Enables critical issue resolution through the involvement of all key parties

· Fosters community spirit by providing equal participation of all stakeholders 

· Effective and efficient operation / monitoring and control 

· Fair and non-discriminatory fee structure for recovery of start-up investment and ongoing operation. - approves the operator’s budget (cost recovery basis), throughput fee and endorses facility improvements.

· Examples of what is not recommended:

· Closed (monopoly) infrastructure system owned and operated by a small consortium of suppliers

· Supply access to a limited number of designated fuel suppliers within the consortium 

· Decisions on throughput fees and investment in future facilities made by individual suppliers or small groups of suppliers. 

· Limited participation from other stakeholders 
Cathay Pacific Airways Limited is pleased to have been given the opportunity to make this submission. We will be pleased to accept any questions or comments relating to this submission.

It would be appreciated if we could be informed of the next-steps in this process of engagement.
