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12.38 p.m. - The President declared the meeting open.

Present:

Cr. E. Archer, President

Cr. P. Kneebone

Cr. C. Travers

Cr. R. Sullivan

Cr. I. Prouse

Cr. G. Davis (participated by phone)

Mr. J. Pearson, Chief Executive Officer

Mr. K. Pettingill, Executive Manager, Technical & Development Services
Mr. S. Burge, Executive Manager, Corporate Services
Mr. N. Myers, Shire Planner

Ms. E. Paull, Minutes Secretary

Visitors: Nil
Gallery: Nil members of the public
Apologies:

Cr. P. White, Deputy President
Cr. G. Haerewa

Cr. R. Giblett

On Leave of Absence: Nil

Absent: Nil
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[Note: members of the public are advised that Public Question Time is for the
asking of questions and not for the purpose of making a public statement.
Further, any comments made by a member of the public are deemed to be a
matter of public record as they are minuted by Council. As such members of
the public are advised that they are deemed to be held personally responsible
and legally liable for any comments made by them that might be construed as
defamatory or otherwise considered offensive by any other party.]

12.39 p.m. - Public Question Time commenced

12.39 p.m. - Public Question Time concluded
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9

Location / Address: N/A
Name of Applicant / Owner: N/A
File Reference: CP/17
Author: Kevin Pettingill, Executive Manager

Technical and Development Services
Disclosure of Any Interest: Nil
Date of Report: 1 March 2006

This item seeks Council approval to call for tenders for a direct jet air service
Perth — Derby —Perth specifically being;

Tender number T3-2006,
“To Apply for an Aircraft Licence to provide a Regular Public Transport (RPT)
Jet Air Service on the Intrastate Air Service Route (Perth — Derby — Perth) in
Western Australia”

The Shire of Derby/West Kimberley has strongly supported the establishment
of a direct Derby to Perth air service, which would promote social and
economic development within this region.

A process of intensive consultation in early 2005 with businesses, non-profit
organisations, government agencies and community groups in Derby showed
that a direct Perth-Derby air service would be strongly supported.

The most important benefits of a direct air service were considered to be:-
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e More convenient and efficient transport of Fly in fly out workers to mine
sites;

e Greater efficiency for police escorts;
e Better service for public health patients;
e Better delivery schedules for freight;

e Less time lost for business and government travellers to Perth ex
Derby;

e Easier access to Derby for business and government visitors.

Attracting support from nearby mining operations was critical to the success of
this venture. The mining companies who took part in the consultation process
supported in principle the use of a direct Perth-Derby Regular Passenger
Transport (RPT) service, supplemented by charters to the mine site, for their
fly in — fly out (FIFO) operations.

Research undertaken in 2005 on behalf of the Shire of Derby/West Kimberly
provided further evidence that a direct Derby to Perth air service would be
supported by resources companies and other locally-based government and
business organisations, to the extent where the service would be financially
viable.

The key finding of this research was that a Derby-Perth service offering 2
flights per week would attract 57 passengers per sector, at a commercially
sustainable fare level.

Most importantly, this survey predicted only those passenger numbers related
to mining companies and government and community organisations (e.g.
government departments, schools). The numbers do not include any
passenger numbers from small business or tourism or general passengers
from the local region. 71% of the predicted passenger numbers in the survey
related to resources companies, and clearly this sector would underpin the
viability of the air service.

The increase in resource companies currently undertaking exploration in the
West Kimberley is expanding rapidly. The diamond industry now has two
operators in production and seven companies undertaking final exploration.
Further examples of the expanding mineral resource situation is the expansion
of Kimberley Oil in the development of a new well head, undertaking of
exploration in the sectors regarding to coking coal exports, salt production and
export.
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The current expansion of government servicing within the immediate region is:
o An expanded and upgraded police station ($7 million);

o An upgraded Derby hospital ($14 million);

o An indication in the possible relocation of prison servicing to the Derby
area; and

o Major increases in service provisions by Australian or state governments
regarding Aboriginal communities or Fitzroy Crossing.

All these developments would tend to increase available passenger numbers.
While the Shire of Derby/West Kimberley strongly supports the establishment
and on-going operation of the air service, it is understood that there are
commercial risks involving the commitment of capital and the costs associated
with the service.

Accordingly, the Shire sought government assistance to provide a guarantee
of funding for a 6-month trial of the service, to establish its commercial viability.

Local Government Act— 3.57 Tenders for the providing goods or services
and Regulation Part 4 Tenders for providing goods or services

Australian Standards — Conditions for tendering

Section 8 - page 15 Purchase of Goods and Services

The authorisation for calling this tender places no financial costs to Council
apart from the previous decisions of Council.
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Specific legislative requirement for the landing of jet aircraft at Derby airport
the following is required which was authorised previously:
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This report is in line with the general thrust of Council’s Strategic Plan 2005-
2009 in the key result area of economic sustainability; in particular:

e Strategy 3.1 Position the Shire’s role in economic development; and

e Action Plans: 3.1.1 Develop a position statement on Economic
Development, covering the following area:
- Local Business
- Major Developments

The airport upgrade and the proposed direct flights from Perth to Derby will
enhance and support new and current infrastructure and increase
development potential at the airport and within the region.

Consultation has occurred between

e Council officers and the Council appointed consultant on matters
relating to this proposed air service,

e Council officers, Councillors and industry representatives.

e Council officers, Councillors and State politicians representing the
Kimberley region, State Government Ministers with specific portfolios
relating to this proposal

e Council officers and staff from the Department for Planning and
Infrastructure

All have been very supportive of the concept.

From discussions with Department for Planning and Infrastructure Aviation
policy section, it was recommended that the Shire control the tender process
for direct jet air services Perth — Derby —Perth on behalf of DPI. This was due
to the fact that this new air service would be operating specifically to the
Derby airport and also the Shire would be in the best position to manage and
control the information and calculations for the underwriting guarantee as is
proposed by the Minister for Planning and Infrastructure.
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The defined requirements for this proposed service are:
1. PROPOSED AIR SERVICE — STATEMENT OF REQUIREMENTS

Air Service Networks

The Minister proposes to regulate a new air transport route by granting a Licence
under section 43 of the Transport Co-ordination Act 1966 (“the Act”). The WA
Government, through the DPI and the Shire of Derby/West Kimberley, has elected to
publicly invite applications for this Licence.

The Licence holder shall be required to operate a Regular Public Transport (RPT)
non stop jet service on the route specified

i) — comprising the port of Derby from Perth (Perth — Derby — Perth)

(Any additional information relating to additional proposed stop over ports, multiple
destinations or further route definition must be included within this application)

1.1 Air Fares and Schedules

It is expected that the Licence holder will carry out, as a minimum, a schedule of air
transport service that accords in terms of service frequency, days of operation, fares
and direct services to Perth, with the requirements of parameters and potential
passenger statistics as shown in Attachment 3 and 4.

Applicants should note that, in meeting expected service levels, the Licence holder
should aim to provide a level of service in terms of service frequency and days of
operation acceptable to the Shire and its constituents (being general passengers and
the majority of interested mining parties).

Applicants are encouraged to be innovative in their submissions, in terms of providing
additional service benefits to the port, the subject of this Invitation. Any Applications
that include additional service benefits will receive appropriate consideration as part
of the Weighted Criteria phase of the Invitation assessment process.

1.2 Services to Derby
1.2.1 Seating Capacity

i) Perth — Derby — Perth, a minimum of 400 seats per week total capacity, based
on a minimum of 2 direct services per week. (Other through sectors that may
be envisaged or appropriate are not included within these seat numbers.). The
guantity of seats may rise during the contract period due to demand from
mining companies, general passengers and the tourist market. The tenderer
must include a strategy as to how increased in flight schedules will be
accommodated.

1.2.2 Scheduling

It will be a condition of the Licence that the Licence holder for the Perth — Derby —
Perth service will undertake schedules that are in the best interest of the Shire and its
constituents( in this case general passengers and mining company interests).
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1.2.3 Review of Seating Capacity

At predetermined intervals the Department in conjunction with the Shire will review
the seating capacities and service frequencies allocated to this Network. The fact that
the Department will be conducting such reviews will not be a bar to a Licence holder
from submitting a request for the variation of a Licence condition that governs seating
capacities and/or service frequencies. A Licence holder might, (for example), make
such a request if there is significant growth in the numbers of passengers travelling to
Derby via air services. See 2.3.1

1.2.4 Consultation

Licence conditions will reflect the specific circumstances of the Licence holder as well
as broader considerations. The Department / Shire anticipate that it may need to
consult with prospective Licence holders to arrive at the optimum set of Licence
conditions for the respective Licences. This process may extend into the early days
of the Licence as practical experience of the network develops.

1.2.5 Related Services

The Licence holder shall be fully responsible for providing an efficient passenger
responsive service including the provision of/or arrangements for the following
service components:

e Suitable jet aircraft;

e Ticketing and Bookings;

e Mail and freight handling;

e Ground handling; and

e All or any other services necessary to ensure that an efficient RPT service will
operate.

The process of selecting a successful operator for this air service is outlined
within in the complete tender documentation and the proposed evaluation
process of this tender is:

2. Evaluation Criteria

Applications will be evaluated using information provided in the Application
against the following:

2.1 Compliance with the Licence conditions, as specified under Section 3 and
Attachment 6 of this Invitation, and other requirements of the Invitation
Document.

2.2 Pre-requisites

The Shire or the Department may refuse to consider an Application if the Applicant, or
agents acting on behalf of the Applicant, does not have the following:
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A current Air Operators Certificate (AOC) for Regular Public Transport (RPT)
services as issued by the Civil Aviation Safety Authority (CASA) prior to
commencing the services under this Licence. Applicants must submit copies of
their AOC with their Application. If the Applicant does not have a current AOC
to carry-out RPT services then it must confirm that it is eligible to have an AOC
and if a Licence is granted, will apply for the certification from CASA and
confirm the timeframe required for certification to be granted.

A current carrier’'s liability insurance as required under the Civil Aviation
(Carriers Liability) Act 1959 and continue to hold the carriers liability insurance
for the duration of the Licence. Applicants should submit copies of their current
“Certificates of Compliance” as issued by CASA.

Access to a Global Distribution System (GDS) and a Computer Reservation
System (CRS) or similar system.

Ability to operate the service utilising jet aircraft without stopovers ( i.e. direct
jet service )

The Applicant must provide proof of compliance with the pre-requisite requirements
with their Application.

2.2.1 Weighted Criteria

Applicants will be evaluated on the following weighted guidelines.

No. Weighted Criteria %
1 Demonstrated organisational capacity, including qualifications, skills and
experience of key personnel, and experience in the operation of RPT jet 30
air services relevant to the tendered network.
2 Adequacy and suitability of the required aircraft and equipment including
the required Port facilities to fully carry out the services required under 20
this Licence.
3 Adequacy and suitability of the proposal for the operation of the Licence. 30
4 Demonstrated financial capacity to undertake the commencement of the
service and programs in place to maintain the viability of the service for 20
the duration of the Licence.
Total | 100%

2.2.2 Applicants Response to the Weighted Criteria

2221 Demonstrated organisational capacity including qualifications, skills and

experience of key personnel, and experience in the operation of RPT
services.

The Applicant should provide a brief background of the organisation, including but
not limited to the items specified Clause 7.2.2 of the tender documents.
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2222 Adequacy and suitability of aircraft and equipment to carry-out the
services required under this Licence.

The Applicant should provide operational details, as specified under Clause 7.2.3 of
the tender document

‘ 2223 Adequacy and suitability of proposal for the operation of the Licence.

The Applicant should provide details as specified under Clause 7.2.4.

2224 Demonstrated Financial Capacity to undertake the commencement of
the service and programs in place to maintain the viability of the service
for the Duration of the Licence.

The Applicant should provide details as specified under Clause 7.2.5 of the tender
document.

$,0(, [+ H%))

The Shire will appoint an appropriate Evaluation Committee to carry out the
evaluation of Applications. The Evaluation Committee will consist of
representatives from the Shire, and representatives from the Department as
deemed appropriate by the Shire / Department to be an Evaluation Committee
member.

The Evaluation Committee will consist of the following:

i) Scoring members (The Evaluation Panel)

The Evaluation Panel members will;

i) Assess and score Applications; and

ii) Make their recommendations to the Shire Council / Department and
Minister on the basis of that process.

Each Application will be evaluated on its merits. Amongst the factors that will
be considered will be whether an Application satisfies the statutory
requirements and whether the Applicant will be able to meet the conditions
that are proposed to be included in each Licence. Those proposed conditions
are outlined under Section 3 — Special Conditions of Licence and Attachment
6 — Standard Aircraft Licence Conditions, of this document.

The Invitation is to be undertaken on a competitive basis in which potential
Applicants are treated impartially, honestly and consistently, regarding all
information, advice, preferences and concessions.
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3. APPLICATIONS WILL BE EVALUATED ON THE FOLLOWING BASIS:
3.1 Phase 1 — Licence conditions and other requirements of the Invitation.

Compliance with the Licence conditions and other requirements prescribed in
the Invitation is essential and as such these requirements are not weighted.
The Shire may, at its absolute discretion, give some consideration to what, in
its opinion, are considered minor non-conformities.

3.2 Pre-requisite

The Shire may refuse to consider an Application if the Applicant, or agents
acting on behalf of the Applicant, does not fulfil the pre-requisite requirements
as specified under Clause 4.1.2.

The Applicant must provide proof of compliance with the pre-requisite
requirements with its Application. Only Applications that meet these
requirements will proceed to further evaluation.

Compliant Applications accepted for further consideration proceed to Phase 2.

3.3 Phase 2 — Weighted Criteria
Evaluation and ranking against weighted evaluation criteria.

Each panel member will individually assess and score each Application
against the weighted criteria. The Panel will then convene to reach a group
score for each Application, which will lead to a ranking of Applications in order
of merit.

3.4 Optional Shortlisting / Presentations / Negotiation

At any phase of the evaluation process:

o Applicants may be short-listed based on the assessment against the
evaluation criteria.

o The Applicant may be required to make a presentation to the evaluation
panel, with reasonable forward notice, expanding on its Application.
Following any presentations, the panel may re-assess its scores, which
may lead to a change in the order of merit.

A preferred Applicant may be required to enter into negotiation to finalise
Licence details. Should such negotiations prove unsatisfactory, the next
highest ranked Applicant may become the preferred Applicant.
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The preferred applicant as selected by the evaluation committee (after all
conditions within section 4.2 of the tender document have been fulfilled) will
be presented to the Council for consideration and adoption. This adopted
recommendation will then be forwarded on to the Department and Minister for
final consideration and issuing of licence.”

The reporting mechanisms that are placed within the tender documents, will
give the Shire the capacity to calculate the amount of underwriting guarantee
as or if required. These reports will consist of:

“The Licence holder will provide to the Shire monthly reports, encompassing,
but not limited to:

i)  The flight schedules to Derby during the month, including all relevant
information.

i)  The number of seats available during the month.
i)  The number of passengers on each flight (paying and free on board).
iv)  The load factor (paying passengers/aircraft seating capacity).
v)  The average fare for each flight.
vi)  The cost of operating each flight.
vii)  The revenue received from each flight.
vii)  The required subsidy for the month.”

Whilst this proposed service will be the subject of an underwriting guarantee
for the first initial six months, State Cabinet has not currently approved these
funds for the underwriting guarantee. Council officers have inserted an
addendum within the tender documentation outlining the current situation
regarding the underwriting guarantee.

Extracted from Addendum 1 - Underwriting Subsidy Information

The following indicates the current “progression of and conditions relating to”
the underwriting guarantee.

e The Western Australian State Government through the Minister of the
Department for Planning and Infrastructure has indicated support for a
breakeven underwriting guarantee of $500,000 for a period of six months
from the commencement date of this service.

e The Western Australian State Cabinet has not approved the underwriting
guarantee as at 01 March 2006.
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It is anticipated that the approval statement for the underwriting guarantee

for these funds will be made in the forthcoming financial years budgetary
statements in late March 2006, therefore funds if required should be
available for claiming after the adoption of the 2006/2007 State
Government budget in July 2006.

If the underwriting guarantee for whatever reason is not approved by State
Cabinet, no underwriting guarantee for this service will be in effect

The breakeven guarantee funds (if required) will be first claimable at the
end July 2006 and must not exceed as a percentage basis of the time the
service has been operating compared with the original subsidised period.

The period of the State Government underwriting guarantee (if approved
within the 2006/2007 budgetary process) may be extended from the initial
six months if the original amount of $500,000 underwriting guarantee is not
exhausted. This will be solely at the Ministers and Departments discretion.

If the air service exhausts all the available underwriting guarantee funds in
the first six months of operation and it is agreed to by the Shire and the
operating airline that service is unviable, the Minister will be requested to
cancel the operating licence and therefore the service as soon as practical
with the Shire or the Department not accepting any further underwriting
guarantee payments.
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12.41 p.m. — The President closed the meeting.




