CANADIAN  CONSEIL DES
AIRPORTS  AEROPORTS DU
COUNCIL  CANADA

May 31, 2024

Mr. Peter Schiefke, MP

Standing Committee on Transport, Infrastructure and Communities
Sixth Floor, 131 Queen Street

House of Commons

Ottawa ON K1A 0A6

Canada

Dear Mr. Schiefke,

During the course of testimony during the Standing Committee on Transport,
Infrastructure and Communities’ recent hearings on the State of Competition
in the Airline Sector, MPs on the Committee suggested slot allocation at
Canada’s airports and Canada’s airport governance model was limiting
competition by not allowing new entrants into the market.

We want to take this opportunity to correct the record.

1. Slot Access at Canada’s Airports

The notion of slot access, or what was referred to as “access to gates” during
committee hearings, was raised by MPs as a concern. In particular,
comments focused on challenges smaller airlines faced in accessing slots
traditionally held by larger carriers, like Porter at Toronto Pearson.

Contrary to what was stated by MPs, slot access is a highly regulated
process, governed by the Worldwide Airport Standards Slot Guidelines
(WASG). The guidelines provide the air transport community with a single set
of standards for the management of airport slots and sets the foundation for
global slot coordination. The guidelines are available publicly online. We have
attached a copy of the guidelines with this letter for the committee’s
reference.

The WASG is built on the pillars of transparency, flexibility, certainty,
consistency, and sustainability and is a joint collaboration between the
International Air Transportation Association (IATA), Airports Council
International (ACI) and the Worldwide Airport Coordinators Group (WWACG).

The WASG creates three levels of slot controls for airports:
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e Level 1 airports are ones where the capacity of the airport
infrastructure is generally adequate to meet the demands of airport
users at all times.

e Level 2 airports are ones where there is potential for congestion
during some periods of the day, week, or season, which can be
resolved by schedule adjustments mutually agreed between the
airlines and facilitator. YUL, YYC and YQB are examples of Level 2
airports.

e Level 3 airports require slot allocation for all airlines and other
aircraft operators, with slots allocated by a coordinator in order to
arrive or depart at the airport during the periods when slot allocation
occurs. Only three airports in Canada are Level 3 slot controlled: YYZ,
YVR and YTZ Billy Bishop City Centre Airport.

At Level 3 airports slot coordinators use WASG guidelines to carefully
manage airport slot allocations to support airport capacity. Decisions on slot
allocations are made by a coordinator based on the unique infrastructure
constraints at each airport. This could include runway capacity and
seasonality; passenger processing constraints at check-in, security screening
and border operations; baggage system availability; and availability of
aircraft stands.

An air carrier that uses a slot 80% of the time holds onto the “historical”
right to maintain that slot in the next equivalent season.

Unused slots can be and are reallocated all the time. Those unused slots are
held in a pool for coordinators to allocate, with 50% offered to new entrant
air carriers.

Slots are also effectively available for any air carrier wishing to operate out of
Level 1 and 2 airports. While level 2 airports may face constraints based on
demand, so slots may not be available to a new entrant air carrier at the
precise desired time. However, a slot would be available, and the air carrier
can work with the airport to gain access to a gate.

As Canada’s major airports make significant investments to modernize and
upgrade infrastructure considerations around how slots will be allocated to
welcome new carriers will continue to be front of mind.
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2. Airport Model

Canada’s air transportation system is an important network of local, regional
and international airports, which are vital for connecting the country’s vast and
diverse regions, supporting economic growth, motivating tourism and ensuring
that distant and remote communities have access to essential services and
economic opportunities.

In the early 1990s Canada took a unique path to commercialize airports,
retaining ownership of the land but transferring the busiest airports in the
country from the Federal government to 26 privately operated airport
authorities under long-term leases, as part of the National Airports System
(NAS).

Canada’s approach is based on the notion that direct users, not the Canadian
taxpayer, should shoulder as much of the costs of air transport as possible.
Under this model, Canada’s airports are responsible for both operational and
capital costs associated with operating, maintaining and growing airports to
improve the experience for travelers and accommodate growth.

Users bear more of the costs than they do elsewhere in the world, but since
the airports operators are non-share capital corporations, the system ensures
that every cent is reinvested back into infrastructure. With no shareholders
to pay, airports invest all financial surpluses back into the airport, to benefit
users and the communities they serve.

Rather than taking funds from taxpayers as airports do in the US and other
countries, Canada’s airports return to taxpayers. For the 21 of the 26 privately-
operated airport authorities, the federal government collects up to 12 per cent
of airport gross revenues as “airport rent”. In 2019 alone, Canada’s airports
provided $419 million in federal rent, and more than $6 billion has been
transferred back to the federal government since 1992.

Canadian airport revenue comes from three sources:

¢ Aeronautical Revenue: Landing and terminal fees charged to air
carriers and general aviation tenants.

¢ Non-Aeronautical Revenue: Generated by businesses deployed and
developed on airport land (hotels, shops, restaurants, parking, etc.).

¢ Airport Improvement Fees (AIF) on airline tickets: Used
exclusively for capital infrastructure programs that benefit travellers
and other airport users.

While aeronautical and non-aeronautical revenue sources are typically
sufficient to maintain an airport’s existing operations, in Canada, revenue
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from AIF makes up the difference required to support the kind of large
infrastructure projects typically associated with an airport and maintain the
competitiveness of our sector.

Canada’s airports have invested more than $30 billion into airport
infrastructure improvements since the early 1990s.

Canadian airports are also diversifying their revenues by adding new retail,
dining, beverage and other options for travellers. These new or expanded
business lines allow airports to reduce their reliance on aeronautical income.
This is one way airports are helping air carriers keep their costs low, savings
that can be passed on to travellers.

Thank you for your consideration. We are available to you should you have any
further questions.

Sincerely,

Chris Phelan
Senior Vice President, Policy, Industry and Government Affairs



