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Purpose

The purpose of this report is to provide information to Council regarding the management of the
Quesnel Regional Airport and to identify potential strategic initiatives that will improve the
airport’s long term financial viability.

Summary
Specifically this report will:

1. Provide an overview of the recommendations of the 2015 Airport Business Plan by Dillon
Consulting and provide commentary on their recommendations and an update of
actions taken to date.

2. Provide an update on recent factors that have impacted operations at the airport, most
notably the COVID-19 pandemic and the actions taken to date.

3. Provide clarification regarding ‘Registered’ and ‘Certified’ status of the airport, the
process to change the airport’s status, and an overview of the pros and cons of
maintaining ‘Certified’ status or becoming a ‘Registered’ aerodrome.

4. Recommend specific strategic actions going forward with regard to the airport in order
to improve its long term financial viability.

Recommendation
This report is provided for information and discussion
Attachments

e Airport Business Plan Review of Recommendations
Background
2015 Airport Business Plan

e Dillon Consulting completed a Business Plan for the Quesnel Regional Airport in 2015. A
previous Business Plan had been completed in 2006.

e The ‘Recommendations’ provided in the Business Plan are, in many cases, self-evident
objectives with only vague direction provided with regard to how to achieve them
(roughly the equivalent of telling a business that in order to increase sales they should
get more customers).
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In the case of the ‘Other Strategic Actions’ provided in the Plan, many of these
suggestions arose during the stakeholder brainstorming sessions. Many of these ideas
are impractical, unrealistic, or unlikely to increase air traffic or airport revenues and were
often suggestions of a single individual at a stakeholder meeting.

A summary of the ‘Recommendations’ and “Other Strategic Actions’ recommended by
Dillon Consulting in their 2015 Business Plan is attached with comments and an
overview of the actions taken to date.

Recent Factors Impacting Airport Operations

Our commercial air carrier, Central Mountain Air (CMA) experienced a significant decline
in passengers due to the COVID19 pandemic in mid March which led to a decrease in the
number of flights to and from Quesnel and ultimately a complete suspension of service
in April, 2020.

It is expected that CMA’s suspension of service will result in a loss of approximately
$275,000 - $300,000 in airport revenues in 2020, that similar losses will continue into
2021, and depending on how long the pandemic remains a factor, possibly beyond that.

In response to the projected revenue shortfall the City has taken a number of actions to
reduce capital and operating expenditures and at this time it is expected that the net
negative impact on the 2020 budget will be in the range of $30,000 - $40,000.

The City actively lobbied for Provincial and Federal Government support to help sustain
regional airports like the Quesnel Regional Airport.

In November the City was advised that it would receive $2.5 million from the “COVID-19
Safe Restart Grants for Local Governments” which is intended, in part, to help local
governments address revenue shortfalls due to COVID-19, such as those experienced at
the Quesnel Regional Airport.

While the COVID Safe Restart Program is not specifically intended to support airport
operations, it is funding that can be used to help offset lost revenue caused by the
COVID-19 pandemic and can enable the airport to remain sustainable in the short term.

Despite the absence of Central Mountain Air flights, the airport remains an essential
transportation hub for private and corporate air traffic, wildfire suppression efforts, and
air ambulance transfers.

There have been a number of positive developments at the airport in 2020 despite
COVID-19, including the doubling in size of the fire attack base and a new lease with a
company interested in a establishing a light manufacturing operation in Quesnel that
may, at some point, involve shipping product by air throughout Northern Canada.

The combined direct impact of these two leases is an increase in airport revenue of
nearly $20,000/year. Additionally there are indirect benefits to the community and the
potential for secondary revenue for the airport through increased air traffic movements
and fuel sales.

In recent months charter flight activity has increased considerably and fuel sales have
been robust, despite the absence of commercial scheduled flights.
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In the fall, the airport purchased de-icing equipment from Central Mountain Air in order
to ensure that aircraft, including charters and air ambulance, can depart from the
Quesnel Regional Airport in winter conditions.

Certified Airport Status

There are two different categories of aerodromes in Canada, (excluding those that
consist of small airstrips on private property): Public airports are either Certified or
Registered.

The Quesnel Regional Airport is a Certified Airport.

Certified Airports are certified under the Canadian Aviation Regulations (CARs) in order
to protect both the fare-paying public and people residing in the vicinity of the airport
who could be affected by unsafe airport operations.

Aerodromes must be ‘Certified’ if they are used by an air carrier as a main operations
base or for scheduled passenger carrying service. Airports may also be required to be
‘Certified’ if they are located in a densely populated area or if the Minister considers
certification to be in the public interest.

Certification requires an operator to maintain and operate the site in accordance with
applicable standards listed in Transport Canada’s TP 312— Aerodrome Standards and
Recommended Practices (TP 312).

Transport Canada staff conduct regular inspections of Certified Airports to ensure
compliance with these standards.

Registered Aerodromes on the other hand are listed but are not certified as airports in
the Canada Flight Supplement (CFS).

Registered Aerodromes are not subject to ongoing inspection by Transport Canada
however they are inspected periodically to verify compliance with CARs and to ensure
the accuracy of information published in the CFS. While it is recommended that
Registered Aerodromes follow TP 312 standards, it is not a requirement, and a much
lower standard applies.

Pros and Cons of Certification

There are advantages to being a Certified Airport. The primary advantage is that an
airport must be ‘Certified’ to have scheduled passenger service, whether from a
commercial airline or from charters.

The other significant advantage is that only Certified Airports are eligible for the Airports
Capital Assistance Program (ACAP) which provides 100% funding for eligible projects.

The City currently has an ACAP application submitted for an $8.5 million project to
repave the runway at the airport.

The primary disadvantage to being a Certified Airport is the onerous administration
requirements and costs associated with compliance with Transport Canada regulations.

As a Registered Aerodrome, the airport would no longer be required to adhere to TP 312
standards and therefore would not be required to maintain manuals/plans like the
Airport Operations Manual, Winter Maintenance Plan, and Wildlife Plan. It would no
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longer be necessary to organize emergency exercises, maintain a Safety Management
System or undertake numerous other administrative tasks required by the regulations.

Cost savings could be realized if the airport were reclassified as a Registered Aerodrome
however most of those savings would be as a result of eliminating or significantly
reducing the role of the Airport and Transit Supervisor which may not be advisable if the
City would like to attract more air traffic and business to the airport.

The estimated direct cost savings of becoming a Registered Aerodrome is
approximately $45,000/yr, primarily as a result of reducing the role of the Airport and
Transit Supervisor.

The primary advantage to being a Registered Aerodrome is the reduced administration
required to comply with TP 312 and the significantly reduced oversight by Transport
Canada. While there are some cost savings associated with becoming a Registered
Aerodrome, they are not significant and reducing the role of the Airport and Transit
Supervisor may be counter productive if the City hopes to diversify the revenue streams
at the airport.

The primary disadvantage to being a Registered Aerodrome is that the airport would no
longer be able to have scheduled passenger service, including most charter flights which
would significantly impact its role as a transportation hub. Some aircraft may not be
willing, or be restricted from landing at a non-certified airport.

Current Situation Regarding Certification

There has been no indication that Transport Canada has any intent to alter any airport’s
status as a result of COVID-19 so while passenger flights have been suspended in
Quesnel, there is no reason to think that Transport Canada has any plans to de-certify
the Quesnel Regional Airport at this time.

There is no mechanism to temporarily suspend Certification. If the Quesnel Regional
Airport were to become a Registered Aerodrome and then wanted to become certified
again, the process would be onerous and time consuming.

It is not clear at this time when the aviation industry can expect to return to normal but it
is reasonable to assume that if commercial flights do not return to Quesnel within a
reasonable period of time after the pandemic has subsided, the City may decide that it
no longer makes sense to operate a Certified Airport or Transport Canada may
determine that since there is no passenger service in Quesnel they will decertify the
airport.

While it is onerous for the City to continue to comply with TP 312 and maintain its status
as a Certified Airport, it makes sense, for the time-being, to continue to do so, so that in
the event that CMA, or another carrier, indicate that that they would like to provide
scheduled passenger service to Quesnel they can begin operations quickly.

Maintaining ‘Certified’ status for the time being will also allow the City to remain eligible
for ACAP funding as long as possible.

While applications submitted to ACAP are required to provide passenger statistics for a
three year period and it is reasonable to assume that at some point if the Quesnel
Regional Airport has had no passenger service for multiple years it will not be eligible for
funding regardless of whether or not it is a Certified Airport, that is not an immediate
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concern in light of COVID-19 and we would not want to take steps that would jeopardize
the $8.5 million application we have already submitted.

A long term decision of whether or not the Quesnel Regional Airport remains a Certified
Airport can be avoided for the time-being but a decision will need to be made after the
pandemic subsides. If passenger service does not return and there is no prospect for
another carrier to provide service in the near future, it is likely that either the City or
Transport Canada will determine that it no longer makes sense to retain certification.

Staff recommend that the City take all reasonable steps to attract another airline carrier
if itis determined that CMA has no plan to return to Quesnel after the pandemic has
subsided, before relinquishing the Quesnel Regional Airport’s ‘Certified’ status.

Diversification of Revenue Streams:

While the COVID Safe Restart Program can be used to support the airport and allow it to
remain sustainable during the current crisis, it is apparent that the Quesnel Regional
Airport is reliant on passenger service, which may or may not return after the pandemic
subsides and more should be done to diversify airport revenue.

In recent years efforts have been made to attract commercial tenants and establish
more aviation related activities to the airport however the daily demands of operating the
airport have made this difficult. In recent weeks the Airport and Transit Supervisor has
started to shift his focus to work on pursuing new revenue streams, attracting new
commercial activity, and increasing existing revenue sources.

It is important for staff to continue to expand on efforts to increase airport revenue so
that regardless of whether or not commercial flights return or whether or not the
aerodrome remains certified, revenue sources for the Quesnel Regional Airport are
diversified to provide for its long term sustainability.

Proposed Specific Strategic Actions

The following are the proposed strategic actions the Airport and Transit Supervisor plans to
focus on over the next year in an effort to diversify revenue sources for the airport:

1.

Work closely with the Economic Development Department to target light industry for the
sale of land or long term leasing opportunities, including manufacturing operations that

rely on ‘just in time delivery”, shipping operations that require access to transportation in
order to ship their products to market quickly, and businesses that have corporate flight

departments that could be based at the airport.

Work closely with the Economic Development Department to target helicopter operators
in the region, including those currently based in Prince George and those who provide
outback tourism opportunities, to convince them to relocate or expand their operations
to the Quesnel Regional Airport.

Work with existing tenants at the airport, in particular Firewolf/Kismet Management Ltd.
to expand their operations and explore development opportunities at the airport.
Firewolf/Kismet have expressed interest in additional business ventures including the
possibility of building new hangers at the airport.

Enter into negotiations with the flight school in Vanderhoof to establish a satellite school
at the Quesnel Regional Airport or to relocate their base operation to Quesnel.
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Proceed with a subdivision of lands at the airport to create lots for sale and/or long term
lease in order to streamline the purchasing/leasing process, making it easier to attract
new tenants to the airport. Review standard lease policies and practices related to term
length and vesting of assets to ensure they do not act as deterrents to development
while at the same time, continuing to protect the City’s interests at the airport.

Work with the Economic Development Department to identify businesses that have a
demand for charter flights that could use the Quesnel Regional Airport as a departure
point and encourage them schedule charter flights at the airport. Target charter
companies and encourage them to use the airport.

Develop a business case for a City owned Fixed Base Operation including a second fuel
station at the airport. Work with Economic Development Department staff to identify
potential funding sources.

Review airport policies and practices to maximize revenue generation while at the same
time attracting air traffic at the airport. Options may include simplifying and adjusting
fee structures, aggressive market-driven fuel pricing, and the provision of additional
value added services.

Explore unconventional revenue streams such as rentals for non-aviation activities and
events after COVID has subsided.

Work with other City Departments to attract ride-sharing companies to establish
operations in Quesnel to provide service to the community-at-large, which will also
benefit the airport by addressing transportation gaps for passengers and pilots.
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