Agenda Item

DEVELOPING AND PRESERVING REGIONAL AIR SERVICES
Background
1. At its meeting last year in Bristol Conference received a paper
 which focussed on those parts of the Government’s White Paper The Future of Air Transport dealing with regional air services.  In summary the Government said it: 
· recognised that for or many areas of the UK air services to London are crucial to their economic prosperity. Working within EU legislation, the Government would if necessary intervene to protect slots at the London airports through Public Service Obligations, subject to certain criteria being met. The Government would also work to secure improvements to the existing legislation. 

· considered that the establishment of Route Development Funds (RDFs) in Wales and some English regions – along the lines of those already operating in Scotland and Northern Ireland – could help to establish valuable new services 
2. The paper went on to consider the implications of the February 2004 findings of the European Commission on a complaint concerning the advantages granted to the airline Ryanair at Charleroi airport by Brussels South Charleroi Airport (BSCA), the airport's managing body, and the Walloon Region (Belgium). 

3. This paper seeks to bring members up to date with subsequent happenings on both these matters
Public Service Obligations  
4. The White Paper proposed clarification of the circumstances in which the Government would be prepared to intervene in order to guarantee a minimum level of scheduled air services on domestic routes which are considered crucial to regional economic prosperity.  Specifically it proposed:
· The introduction of a voluntary early warning system whereby airlines would agree to give notice of their intention to withdraw services from a route. This would give regional bodies and the Government time to consider whether and how the route concerned could be protected.

· The clarification of criteria, which are set out but not defined, in European Regulations governing mechanisms to protect regional air services. This would allow airlines, regional bodies and the Government to make better-informed decisions when considering their policy towards air services from regional airports to London. 

5. In connection with the clarification of the European criteria the Government on 7th July 2004 issued a consultation paper seeking views on the interpretation of EU Regulation 2408/92
 which deals with the imposition of Public Service Obligations for the protection of such services. The text of the consultation paper can be seen on the DfT’s website
 but if any member would like a hard copy the Secretariat will be happy to provide one.
6.  The Department asked for views on the interpretation of the following terms:
· "peripheral region";
· "development region";
· "thin route"; and
· "adequate provision of services"

Additionally views were invited on how the case for the economic necessity of imposing a PSO should be judged.

7. The consultation closed on 7th October 2004. On 10th February 2005 the Department published a report on the responses to the consultation paper – the main text of the report is at Annex A to this paper.  On 2nd March 2005, in response to a request under the Freedom of Information Act, the Department published copies the individual responses – these can be seen on the Department’s website
 - some of these make interesting reading.
8. Among the respondents were Gatwick, Stansted and Liverpool John Lennon Airport Consultative Committees and the Northern Ireland Consumer Council as well as the BAA and Manchester Airport Groups and Newcastle, London City, Birmingham International, Durham Tees Valley, Leeds Bradford and Liverpool John Lennon Airports.
9. Apart from detailed comments on the various definitions proposed by the Department a recurring theme among the responses shows that concern in the regions is focussed not just on air services to London generally but, more specifically, on services to Heathrow (and to a lesser extent Gatwick) as a major international hub - this is a particularly sore point for those regional airports which have lost their connections to Heathrow where the number of domestic destinations over the last decade has declined from 11 to 8.  The present proposals do not fully address these concerns.  As the consultation paper makes clear, according to European case law, if a region has services to any one of Heathrow, Gatwick, Stansted, London City or Luton airports, it will be considered as having a service to London.  The withdrawal or reduction of a service to Heathrow will not be enough to trigger the consideration of a PSO if together the services to other London airports are considered to be adequate. Nor will questions of interconnectivity or the final destination of passengers be part of this consideration of what is deemed an 'adequate' service. 
10. For very similar reasons there is regret in the regions that these proposals deal only with the protection of existing services and do not include the creation of new London services, particularly to and from Heathrow. 
11. At the other end of the spectrum there is a feeling, typified by the response submitted by the BAA, that the imposition of PSOs might “lead to the benefits to the particular region being significantly lower than the losses to the South-East region and to the UK as a whole. The understandable desire for air access to the UK regions has to be balanced by the desire to maintain and strengthen access from the UK as a whole to the rest of the world.”  The submission concludes “…a better solution would be to focus on providing sufficient capacity so that the choice between domestic and international services does not have to be made. Where such a choice does have to be made, then it would be better to consider transparent financial support for those air services which are needed and for which a clear case can be made.”
12. The Government’s formal Guidance on these matters is awaited. 
13. Meanwhile, it should be noted that at European level:

· the Government has recently supported a suggestion of the European Commission to allow regional bodies to participate in slot trading at airports. If agreed this might be an alternative mechanism for protecting a regional air service. 
· there is no news from the European Commission on possible modifications to the PSO provisions following its consultation late in 2003 on the revision of the EU Regulations 2407/92, 2408/92 and 2409/92 which together are known as the “third package" for the liberalisation of air transport.
EC guidelines on start-up aid to airlines departing from regional airports
14. Following its decision on the Charleroi Airport case the European Commission is proposing what it describes as "clear rules” on investment in airports both at infrastructure level and with respect to start-up aid for airlines departing from regional airports. A consultation draft of the proposed new guidelines was published on 8th February 2005. 
15. State aid for airports lies outside the scope of this paper but that part of the draft guidelines dealing with start-up aid for airlines is reproduced at Annex B.  It will be seen that for this purpose the Commission identifies four categories of airports.  If the Guidelines are approved as drafted, start-up aid will only be available, in principle, for air services operating from airports in Category C, (i.e.  ‘large regional airports’ with passenger throughput of between 1 and 5 mppa) and Category D (‘small regional airports’ with less than 1 mppa). Start-up aid will also be available by way of exception at ‘national airports’ (Category B - airports with between 5 and 10mppa) but not at ‘large Community airports’  (Category A - more than 10 mppa) 
16. Start-up aid will only be available for new air links or new frequencies. Such aid must be limited to a maximum period of five years and be “degressive”. Only additional start-up costs such as increased marketing costs will be eligible for state aid and the recipient body must commit itself to developing the subsidised air link for a minimum period. The recipient’s compliance with the obligations will need to be ensured by appropriate sanctions. According to the draft guidelines, a level of state aid of between 30 and 50 per cent of the additional start-up costs over a period of up to three years will be acceptable. The service for which the aid is to be granted must be commercially viable once the period of state aid has expired. There must be compliance with the public procurement rules to ensure that the granting of state aid is transparent.
17. The period of consultation ended on 7th March 2005.  The UK Government was among those who submitted comments on the draft guidelines including the point on categorisation.  They are, they say, “awaiting the outcome of this with interest”. The Commission will adopt definitive guidelines after taking account of the representations made on the draft guidelines. It is likely to be several months before the definitive guidelines emerge. 

Route Development Funds
18. The UK Government will be watching the development of the new EU Guidelines with some interest not least because of the impact they might have on Route Development Funds (RDFs).  The Government believes that in general the RDFs presently operating in the UK - in Scotland
 and Northern Ireland
 - comply with the proposed new rules but they are in touch with the EU on a number of details.
19. In the White Paper The Future of Air Transport the Government said it believed the establishment of further RDFs in Wales and in English regions (outside the South East and East of England) could play a valuable role in establishing new direct business links from both primary and secondary airports in these areas, thus stimulating inward investment and tourism. It therefore asked the Welsh Assembly Government and the relevant English Regional Development Agencies “to consider whether they would wish to set up a route development fund to encourage the establishment of new services at airports in their respective areas, and to consider what priority they would attach to such a fund.”
20. It is known that such funds are under consideration in the north of England.  In The Northern Way: Growth Strategy is says: “We will also consider creating, within the next year, Route Development Funds through the northern and adjoining RDAs and the DfT, to promote new scheduled services to a wider range of European destinations. With the prospect of such a fund, for example, we could examine the case for a North East/Manchester air shuttle service to strengthen links between the two city regions.”
21. It may be that members from Airports in other English regions will be able to tell the Conference about other new RDF initiatives
22. In Wales the Welsh Assembly Government in December 2004 confirmed progress on creating a Route Development Fund to attract new international and inter-continental airline services at Cardiff International Airport, and the Assembly's intention to back an intra-Wales air network.

23. BAA Scotland, a private sector body, still operates a route development fund worth about £14m per annum
. This offers discounted airport charges and financial support for route marketing and promotional campaigns.  This is not “state aid” and the new EU guidelines do not apply to the BAA’s fund.
24. It may be that members from Airports in other English regions will be able to tell the Conference about other new RDF initiatives
Stuart Innes

May 2005
 

Annex A 
DfT Report on Consultation - Protection of Regional Air Services to London - Main Text only  
Peripheral region 
Proposed interpretation: An airport shall be considered as serving a peripheral region if the fastest journey time to London Zone 1 by public service transport from the main urban centre(s) it serves is more than 3 hours. 
The Department received 51 responses on this of which 17 supported the definition and 35 either rejected the criteria or offered their own alternative definition. 

Many respondents stated that the definition should be based on 'regular' public transport times rather than the 'fastest'. 

Nine respondents also suggested that 3 hours was not long enough, with some suggesting the limit should be 6 hours. It was also suggested that those regions furthest away (Highlands & Islands, North East Scotland, Northern Ireland) could be banded into a special peripheral category. 

There was also concern that the proposed definition missed out the time taken to access the airport from central London. 

A few respondents suggested the limit should be less than 3 hours.  

One respondent agreed with the 3 hour journey time but suggested that the limit should be fluid to take into account improvements to transport infrastructure. 

One respondent suggested that as accessing an airport with check-in times and extra security requirements has increased recently, they questioned the validity of the studies suggesting that the cut off time above which rail does not compete with air is 3 hours. 

Development Region Option 1 or 2 
Proposed definition: (Options 1 & 2) 
(Option 1) - Catchment area includes area(s) in receipt of EU Objective 1 or 2 Funding. 
(Option 2) - Main urban centre(s) in receipt of EU Objective 1 or 2 Funding. 
The Department received 47 responses to this. 16 respondents preferred Option One whilst 7 Respondents preferred Option 2. Four respondents were happy with either of the two options whilst 20 respondents rejected the criteria or suggested alternatives. These included: 

· adopting a balanced approach by seeking the views of local and regional authorities, to nominate the airport or airports that they regard as being most appropriate. 

· basing the definition on the socio-economic characteristics of an airport's catchment area.  

· reflecting the Government's regional disparities targets, particularly PSA21 or to identify a threshold whereby an airport catchment area which consistently performs below the UK or EU  average, could be identified.  

It was also noted that some regional airports also serve a catchment area much greater than one hour travel time. It might therefore be appropriate to define the catchment of each peripheral regional airport in terms of origin and destination or amend the one hour radius definition by adding 'unless the area is one of unusual population density'. 

Eight respondents noted that the current European Designation for development regions may become invalid after 2006. 

Thin Route  
Proposed definition: Fewer than 50,000 passengers use the route. 
There were 37 responses to this. 15 respondents supported the definition and 22 rejected the definition or suggested alternatives. 

A number of respondents who disagreed did not consider it possible to define a thin route on the basis of passenger numbers 

There were some who felt that it might be possible to use passenger numbers but that a higher figure was required which reflected market pressures on yields and airport charge pressures on small aircraft which have driven up the minimum size of aircraft that can be profitable on a 'thin' regional route. 

A few respondents suggested that the flight schedule should be assessed on weekday only basis. This would mean that some downward adjustment should be made to the figures to take into account weekends where the services would not operate.  

There was one comment that a single definition applying to the whole country was considered to be very coarse. Introducing a system of zoning across England with the threshold for a thin route increasing, the further the airport is from London would be a better solution. 

Adequate Provision of Services  
Proposed definition: A minimum frequency of two return flights each day. 
The Department received 51 responses to this criterion. It received little support with only 9 respondents accepting the definition and 42 rejecting the criteria or suggesting alternative definitions. 

The majority of those respondents rejecting the definition suggested that it should be revised to include factors such as interconnectivity, scheduling of the service and the current market size of the route.  

It was suggested that the market size of a route should be reflected by a reduction in seat capacity, not based on a specific season as suggested in the consultation paper, but a rolling average in seat capacity over the previous 3 years.

Proving the Economic Case  
Proposed definition: The White Paper stated that it would be the responsibility of local bodies to demonstrate the importance of a service to the economic development of the region concerned in accordance with regulation 2408/92. The following types of information would be appropriate. 
· A demonstration of the Social and economic Benefits to the Region

· An environmental Assessment 

· A demonstration of the airline economics 

· Comparison against other modes of transport  

· Details of access to other major airports nearby with links to London 

· Quantified economic cost-benefit analysis. 

The Department received 36 responses to this, of which 5 responses approved of the proposed definition. 

The responses were varied with some suggesting the Government should take the lead and other respondents stating that local bodies should. 

It was highlighted by many, however, that the relative importance of each factor and how an assessment is made will need to be clear and the associated methodology for determining and demonstrating the economic case will need to be robust but straightforward.

A few respondents questioned the requirement of the regional body to undertake the analysis. They suggested that an airline wishing to withdraw a regional route should be required to carry out the analysis to support their case.  

Many saw proving the economic case to be a matter of pragmatically 'joining up' mutually interdepartmental Government strategies and that it should be linked to the PSA 2 objectives.  

Other suggestions on what should be included in an economic case were:

· Interconnectivity should be included in the methodology used for judging the economic importance of a regions air links to London. 

· Assessment of economic Importance should be based around existing STAG / NATA frameworks, incorporating both cost benefit analysis and evaluation of wider social and economic impacts.  

· An additional criteria would be 'comparative inter-regional competitiveness for the attraction of  international inward investment' 

One respondent felt that whatever the methodology, it was improbable that there can be an economic case for directly subsidising business or indeed any other flights between London and North East Airports.  

Another questioned the value of such a time consuming and expensive analysis. 

Early Warning System 
Although there was no formal question set out on this in the consultation paper, many respondents commented on the proposed early warning system. Generally there was support for the idea but there was disagreement about how long the notice period should be. One respondent reported that they felt four months was too long a period for an airline to sign up to. Three respondents felt that the time period would not be long enough for the regional authorities and the Government to intervene if necessary and protect the regional service. 

One respondent also commented that some airlines plan their schedules up to 18 months in advance. 

Partial Regulatory Impact Assessment 
The majority of comments on the RIA were to do with the need for a more robust cost-benefit analysis. Many of these respondents provided the Department with information and statistics, some of which will be used to inform the Full RIA which will accompany the Guidance. 

Of those respondents who commented, many expressed concern about the distortive effects that the use of PSOs and subsidy to protect routes, would have on the market. There was also concern that there was the potential for operators to 'game' the system. It was felt that it would be difficult to design a scheme that prevented this abuse, which pointed towards minimising that risk by limiting the use of the PSO mechanism. 

Few respondents felt that any subsidy would be required for existing services to London.  

Many respondents were concerned about the cost of providing information on the local bodies. There could be potentially large cost and time resource implications in preparing and processing PSO applications depending on the supporting information required. 

One respondent said that it appeared that the Department was keen to encourage free competition and at the same time, with this proposed policy, making it more difficult for peripheral regions to compete with non peripheral regions of the UK and the rest of Europe. 

Government Comment 
The responses to this exercise, and subsequent follow-up discussions with a number of respondents, will be very helpful in informing the Government's thinking on this policy. Respondents will be informed when the formal Guidance is published.  

Annex B
Extract from consultation draft of EC guidelines on financing of airports and start-up aid to airlines departing from regional airports 
Note: 

For the purposes of the draft guidelines airports are categorised as follows: 

· Category A, called “large Community airports”, - more than10 million passengers a year; 

· Category B, called “national airports”, annual passenger volume of between 5 and 10 million; 

· Category C, called “large regional airports, annual passenger volume of between 1 and 5 million; 

· Category D, called “small regional airports”, annual passenger volume of less than 1 million. 
6.
START-UP AID 
6.1.
Objectives 
75.
The Commission has emphasised on many occasions that State aid must be more transparent to ensure that not only national authorities in the broad sense but also companies and individuals are aware of their rights and obligations. The aim of these guidelines is to increase transparency and establish the conditions under which start​up aid can be granted. 

76.
The first condition for granting aid is that it should fulfil its aim, i.e. form part of a coherent airport development policy characterised by a demonstrated willingness to develop the profitability of infrastructures that are not always profitable. 

77.
The promotion of regional development, tourism, the local economy or a region’s image will therefore be the consequence of this coherent policy which is intended first and foremost to develop the airport’s operations on a long-term basis. 

78.
While State aid for major hubs or even medium-sized airports can only be justified exceptionally and with difficulty, it may on the other hand prove necessary for small airports. Without public aid small airports which have not reached the break-even point could not survive. In order to continue to provide a service, they need public finance, a need the Commission has recognised, notably in its proposal relating to airport fees. “The smooth operation of most of these small airports, which play a role of fundamental importance in the economic and social cohesion of the Union, requires significant and regular support from the State or local authorities, or, in some cases, financial support of the largest airports”. 
79.
Regional airports could also provide a solution to one problem of transport policy: that of saturation of the capacities of the major airports.  

80.
The Commission, in its White Paper on European transport policy for 2010: Time to decide, stated that “faced with the increase in air traffic, airport operations should be re-examined in order to optimise use of existing capacities”. 

81.
The development of regional airports is all the more to be recommended because, as stated in the Commission’s White Paper, “the current air transport structure is leading airlines to concentrate their activities on the large airports that they use as hubs for their intra-Community and international activities. Congestion is concentrated at the major airport hubs, with consequences in terms of pollution and air traffic management. Although congestion in the skies is already the subject of a specific action plan, congestion on the ground is still not being given the required level of attention or commitment. However, almost half of the fifty European airports have reached or are close to reaching saturation point in terms of ground capacity.” 
82.
Although public aid, in the form of infrastructure construction aid or operational aid, is often necessary for some small airports to survive, sustainable airport development clearly requires development of air traffic and an increase in passenger volumes. Small airports do not generally have the passenger volumes necessary for them to reach critical mass and the break-even point. Only after reaching this critical mass will they be able to act like genuinely commercial companies and limit their reliance on public funds. 

83.
There are no absolute figures with regard to the break-even point. The Committee of the Regions evaluates it at 1.5 million passengers per year, while the University of Cranfield study mentioned above, which cites two different figures (500 000 and 1 million passengers per year), shows that there are variations according to the country and the way in which the airports are organised. 
84.
Reaching this critical size and the profitability threshold is practically impossible for small airports insofar as the traditional, low-cost or charter companies have not decided to set up there. The traditional companies prefer the tried and tested well-located hubs, to which passengers are accustomed, at which rapid links are possible and where the companies have time slots that they cannot afford to lose. Like the traditional companies, which generally resort to well-known airports, low-cost companies are not always prepared, without appropriate incentives, to run the risk of opening routes from unknown and untested airports. 

85.
To some extent, European regional airports are suffering as a result of years of airport and air traffic policies that concentrated traffic at major national cities. It is not easy for them to develop in the face of the benefits offered by central airports, which, in addition to their catchment areas and geographical situation, have benefited from years of investment in their infrastructures and from the presence of national companies. Some airports can benefit when volumes of passengers are provided by airlines fulfilling public service obligations or when aid schemes of a social nature are set up by the national authorities. 
86.
The Community is already encouraging the development of airports, especially regional airports, by granting finance for the development of airport infrastructures under European regional policy and through loans granted by the European Investment Bank. As already emphasised in the White Paper, the Commission attaches considerable importance to intermodality with rail. In recent years the Community has made a significant contribution, in terms of both policy and financing, to the pursuit of ambitious programmes to develop a high-speed rail network. High-speed rail offers a highly attractive alternative to air travel in terms of time, price, comfort and sustainable development. We should therefore try to benefit from the ability of high-speed rail travel to replace air travel and encourage players in the rail and air industries cooperate in the framework of Article 81 EC and develop complementarity rather than competition between the two modes. 

87.
To ensure that the infrastructures concerned are effectively used, and therefore that the public budgetary resources often granted in this respect are paid back, the payment of State aid to airlines, whether or not this aid is paid through the airports, can under certain conditions be a necessary means of attracting the passenger volumes that will enable them to reach the break-even point and cease relying on public funds to survive. However, also based on the fact that most high-speed rail links receive significant public or even Community financing, start-up aid should not be granted to a new air link if there is an existing high-speed rail alternative. For example, the infrastructure of an airport in a regional capital may need extending due to increased traffic. The Commission will examine all public aid in the light of these guidelines, but it considers that start-up aid should not be granted for a new air link if there is already a competitive high-speed rail link. 

88.
Furthermore, transport policy is still crucial for the outermost regions. These regions permanently suffer from a combination of handicaps which highlight the difficulties of access to them. 

6.2.
Conditions to be met 
89.
Aid of this kind could change the conditions of trade at two different levels. The first corresponds to the impact of trade on the air transport services market. Aid paid to an airline directly creates distortions in European airspace, whether or not the airline operates from the same airports, insofar as it reduces its operating costs. 

90.
The second level corresponds to a distortion of trade in the airport services market. Aid could lead indirectly to distortion within the categories of Community airports (A), national airports (B) and regional airports (C and D), as well as between these different categories, by encouraging a company to relocate from one airport to another and transfer a route from a Community airport to a regional airport.  

91.
The Commission recognises, however, that the launching of new routes from regional airports may be accompanied by significant financial difficulties that the Member States may wish to mitigate in order to ensure that regional airports are promoted. 

92.
In such cases the Commission may approve such aid, which must be notified and must meet the following conditions: 

(a)
The aid will be paid to Community air carriers within the meaning of Council Regulation 2407/92 on Community licences. 

(b)
The aid will be paid for routes from regional airports in categories C and D, and in exceptional cases from national airports in category B, for example if a severe recession affects the ordinary activity of these airports.  

(c)
The aid will be paid to airlines for routes departing from all categories of airports located in the outermost regions and going to neighbouring non ​member countries. This aid will be considered on a case-by-case basis to avoid creating any distortion of competition with non-Community carriers on the routes affected. 

(d)
Aid granted to airlines will apply only to the opening of new routes or of new frequencies leading to an increase in the net volume of passengers departing from the regional airport. Aid will not be paid when the route is already being operated, whether by an air service or equivalent high-speed rail service. Also, aid must not be paid to an airline for a new route that it is operating in substitution for, and following the abandonment of, an old route that had previously benefited from start-up aid for a complete period. On the other hand, the mere substitution, during the aid period, of one route with another leaving from the same airport and expected to generate at least an equivalent number of passengers for the airport will not call into question the continuation of payment of aid for the complete period. Furthermore, aid will not be granted for a route provided by the airline to replace another route that it had previously served from another airport located in the same economic attraction zone or population centre and for which it had previously received aid. Lastly, aid cannot be granted to help a new entrant to open links that already exist and to enter into competition with an existing operator already working on that route from the airport or another airport located in the same economic attraction zone or population centre.

(e) Aid must act as an incentive: it must allow a business to develop an activity that it would not have embarked upon without public support. This activity, however, must prove itself to be profitable in the long term without aid. For this reason, aid granted for launching new connections or for increasing frequencies must be limited in time; a maximum of five years can be applied in air transport. In any event, the period during which start-up aid is granted to an airline must be less than the period during which the airline undertakes to operate from the airport in question. 

(f)
Aid must be degressive. Degressive aid allows a carrier to be helped when a route is started up and then to be encouraged to rely fully on its own strengths later. Degressivity can also depend on the size of the airport so that more intensive aid is reserved for initial developments at smaller-category airports and the intensity is reduced once passenger numbers have increased. 

(g)
The aid must be proportional: 

· There must be a strict link between the aim of the airport development, which requires net development of passenger traffic, and the level of aid paid to the airline. The total aid must therefore be calculated per passenger. In this way, an airline that cannot provide an airport with the volume of passengers necessary for its development will not be unduly favoured. 

· The second proportionality to be assessed is that between the aid and the costs incurred by the beneficiary. The only costs eligible are the additional start-up costs that the air operator would not have to bear once “cruising speed” is reached and which would require a public contribution in order to share the risk of non-viability associated with the start-up period. Examples of such costs are the marketing and advertising costs incurred at the outset for publicising the link and the start-up costs of launching the route borne by the airline at the site of the regional airport in question. However, aid cannot be granted for recurring operating costs such as aircraft rental or depreciation, fuel, crew salaries or catering service costs. 

· The third proportionality relates to the minimum period over which the beneficiary company undertakes to operate at the airport in question.

(h)
The intensity of the aid will be limited to an absolute maximum of 50% for 5 years for the smallest airports. However, this intensity and maximum period can vary depending on the category of the airport from which the airline leaves: 

· Coverage of 30% to 50% of the additional start-up costs for a period of up to an average maximum of three years will normally be acceptable. 

· For particularly disadvantaged regions, especially the outermost regions, the maximum period of three years may be extended to five years. The list of the regions eligible for regional aid, containing relevant indications on the EU regions, will be taken into account. A five-year period is justified for Objective 1 regions. 

· For all the other regions, including Objective 2 regions, it is for the Member State to justify the intensity and duration of the aid. This duration should in no case exceed the authorised maximum of five years. 

(j)
The amount of the aid granted to an airline for the development of air services must be transparent. It should be calculated per embarking passenger in order to be easily identifiable and identified. 

(k)
If a Member State is prepared to grant aid, either through an airport or by some other means, in return for economic services such as the launch of new routes, this fact must be publicised to allow the interested airlines to come forward and present their case. The rules and principles relating to procurement contracts and concessions must therefore be respected where applicable. An airport wishing to encourage development of air services must therefore develop objective criteria in terms of maximum amounts and periods for aid to ensure that airlines are treated equally. 

(l)
In addition to the appeal procedures provided for by the “Public Procurement” Directives 89/665/EEC and 92/13/EEC,  where applicable, appeal procedures must be provided for at Member State level to ensure that there is no discrimination in the granting of aid. 

(m) 
Sanction mechanisms must be implemented as and when a carrier fails to respect the undertakings made by it in relation to an airport at the time the aid was granted. A system for recovering aid or for seizing the guarantee initially deposited by the carrier will allow the airport to ensure that the airline is honouring its commitments. 

(n)
The general rules laid down by the Commission and by case-law on cumulative aid must be observed in this regard. The aid granted cannot be combined with other subsidies received, such as aid of a social nature or public service compensation. In addition, such aid cannot be granted when access to a route has been reserved for a single carrier under Article 4 of Regulation (EEC) No 2408/92, in particular paragraph 1(d) of that Article. Also, in accordance with the rules of proportionality, such aid cannot be combined with other aid granted to cover the same costs, including aid paid in another State. The total aid received by a new airline should in no case exceed the maximum amount authorised in these guidelines, i.e. 50% of the combined start-up costs of the two airports in question. Similarly, contributions paid to one of the two airports should in no case exceed 50% of the start-up costs of that airport. In order to preserve the incentive character of start-up aid for air links as a development tool for secondary (regional or local) airports only, the Commission believes it necessary to ensure that such aid cannot give any indirect advantage to large airports already largely open to international traffic and competition. Specific attention should therefore be paid to limiting eligible costs when an airline links a regional airport with a major airport in Category A and/or with a coordinated airport, i.e. an airport at which, due to congestion, air carriers must be allocated a time slot by a coordinator in order to take off or land. 
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� � HYPERLINK "http://www.ukaccs.info/04almfiles/04routedevelopment5.doc" ��http://www.ukaccs.info/04almfiles/04routedevelopment5.doc�  


� � HYPERLINK "http://europa.eu.int/servlet/portail/RenderServlet?search=DocNumber&lg=en&nb_docs=25&domain=Legislation&coll=&in_force=NO&an_doc=1992&nu_doc=2408&type_doc=Regulation" ��The text of the Regulation� can be seen on Eur Lex


� � HYPERLINK "http://www.dft.gov.uk/stellent/groups/dft_aviation/documents/divisionhomepage/035711.hcsp" ��http://www.dft.gov.uk/stellent/groups/dft_aviation/documents/divisionhomepage/035711.hcsp� 


� � HYPERLINK "http://www.dft.gov.uk/stellent/groups/dft_foi/documents/divisionhomepage/035673.hcsp" ��http://www.dft.gov.uk/stellent/groups/dft_foi/documents/divisionhomepage/035673.hcsp� 


� See � HYPERLINK "http://www.scotland.gov.uk/pages/news/2002/11/p_SEfm085.aspx" ��http://www.scotland.gov.uk/pages/news/2002/11/p_SEfm085.aspx� 


� See � HYPERLINK "http://www.detini.gov.uk/cgi-bin/get_builder_page?page=875&site=14" ��Air Access pages� of the website of the Northern Ireland Department of Enterprise, Trade and Investment


� See � HYPERLINK "http://www.baa.co.uk/main/corporate/newsdesk/news_releases/2004/22_march_2004_baa_scotland_announces_35_million_increase_in_route_development_support_frame.html" ��March 2004 BAA Press release�





