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contributes to a better world.
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impacts of future events may require further examination of the project and subsequent data analysis, and re-evaluation of the data, findings, observations and conclusions expressed in this report. Unless stated otherwise, ACIL Allen does not warrant the accuracy of any forecast or projection
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Glossary

AAA Australian Airports Association
F&B Food and beverage
Net income In this survey, net income has been defined as the airport’s self-reported financial position taking into account own-source revenue

(excluding external grants and subsidies), cash operational costs, and depreciation expenditure for the airport in the2024-25 financial year.
This is effectively an “Earnings Before Interest and Taxes (EBIT) metric for the airport.

PAX Passengers
RCA Regional Capitals Australia
RFDS Royal Flying Doctor Service
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Executive Summary

The Australian Airports Association (AAA) and Regional Capitals Australia (RCA) engaged ACIL Allen to develop a survey of regional airport financial
sustainability, associated perceptions and policy matters, in early 2026. The survey is the first of its kind in several years, designed to capture detailed data
on the operating context and financial sustainability of the regional airports sector across Australia.

Overall Perspectives

Regional airports are an essential piece of Australia’s economic and community
infrastructure, a statement which has been confirmed by the results of the 2026
AAA / RCA regional airport financial sustainability survey. The survey collected
data from 41 regional airports, ranging from large regional ports serving
populations of 200,000 people through to isolated airstrips connecting remote
communities to the rest of the country.

Across 2024-25, the 41 regional airports in the survey facilitated over 290,000
aircraft landings, including at least 90,000 Regular Public Transport (RPT) and
passenger charter services. These aircraft movements carried at least

7.2 million passenger movements over the year. More broadly, every response
to the survey indicated regional airports support critical community and human
services including Royal Flying Doctor Service (RFDS), emergency services,
search and rescue and disaster response, pilot training, and facilitating the
activities of the Australian Defence Force. Just half of the respondents reported
charging for the use of their airports by these services.

However, the survey reveals while the sector is vital to regional communities, the
financial and operating context of regional airports is complex and challenging.
Approximately 73% of the airports in the sample reported realising an operating
loss in the 2024-25 financial year, with a median financial loss of $519,000. This
value excludes the financial impact of external subsidies and grants —
highlighting simultaneously the challenges faced by airports due to asset and

operational costs and the critical role of external funding support in improving
financial viability.

Financial sustainability was highlighted as a particular concern for Small airports,
defined in the survey as those with less than 30,000 passenger movements or
fewer than 1,000 landings in the year. All Small airports in the survey reported
an operating loss, with a median loss of $435,000. According to the survey,
these Small airports have a lesser ability to rely on passenger charges to fund
their operations, meaning they are reliant on more volatile revenues such as
landing charges, hangar rentals, short term property leases, and external
funding support. This class of airport also reported comparatively poorer asset
condition ratings and limited market power to influence financial outcomes.

Airport asset depreciation is the most significant cost driver across the sector
today, followed by staff costs and airport maintenance. The survey data
suggests a median operating cost of $36 per passenger per year, with Small
airports reporting operating costs 53% higher at $55 per passenger. Airports are
capital-intensive assets meaning revenue must be set aside to fund ongoing
maintenance and replacement in the face of these operational costs. The survey
found 67% of respondents were deferring required capital investment due to
funding limitations or inability to attract external funding.

Overall, the survey paints a picture of significant financial stress and pressure
across the sector.

Regional Airports Financial Sustainability Survey 2026
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Key Facts and Figures

Most of the Sector Faces Financial Regional Airports Support Critical Services

Losses
90% 81% 45% 60% 69% 48% All but one ai tin the
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- ﬁ P ¥ ‘ O’\ B survey reported providing at
| + .
— [ =] least one emergency or
] — a— AAAS NN
[ ] RFDS Emergency Australian Police / Search Disaster Pilot Training  @ssential service in 2024-25.
= Surplus Services Defence Force & Rescue Response
1
Deficit Regional Airports Face a Complex and Challenging Operating Environment

4 in 5 airports report they have limited or no flexibility in their infrastructure funding

68% of airports have deferred or delayed capital investment
Over half of regional airports face direct competition from road or rail transport

63% of airports feel they must provide services regardless of their financial impacts

= 61% airports (incl. 90% of small airports) report external subsidies are required to remain viable

The 2026 Financial Sustainability Survey shows The Bottom Line

73% of airports — those below the line in the figure
Despite the financial stress ) ) ) )
Lasting solutions to financial

above - reported an operating loss in 2024-25, . .
Most of the regional airports . ) )
with a median loss of $519,000 across the sector. . : . regional airports provide - .

sector in Australia, evidenced o stress will involve a mix of

This underscores the financial and operational passenger connectivity and . .
by the survey sample, faces . ) funding, policy and market

challenges facing the regional airports sector . . critical emergency services to
financial stress. - reforms.
communities.

across Australia
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1

1.1

1.2

About this Report

This section provides background on the Regional Airports Financial Sustainability Survey undertaken by ACIL Allen, including an overview of the survey
objectives, the approach taken, and the representativeness of the sample.

Background and Context

Australia’s vast geographic expanse coupled with its dispersed population and of regional airports across Australia. The survey is designed to capture detailed
economic centres, means that regional airports play a critical role in connecting data on past, current and future airport financials and asset investment, and seek
communities, supporting major industries, and enabling essential services to views on a range of matters relevant to airport ownership and operations.

move efficiently over great distances. There are over 600 registered airports
across Australia ranging from remote airstrips to the country’s major
metropolitan hubs. Each one faces unique operating conditions, financial
constraints, asset management demands, and continuous pressure to maintain
service standards.

The Productivity Commission is currently undertaking an inquiry into the
determinants of regional airfares in Australia, and this survey was initially
designed to support the AAA and RCA's respective submissions to that inquiry.
Beyond this immediate purpose, the survey is also intended to serve as an
ongoing advocacy tool, as AAA plans to repeat it in the future to track sector
The Australian Airports Association (AAA) and Regional Capitals Australia trends and inform its policy positions over time.

(RCA) have engaged ACIL Allen to undertake a financial sustainability survey

Survey Overview

To facilitate the data collection, a simple, standardised Excel-based survey was — Capital expenditure across a range of asset categories, including terminal

developed, capturing information on: building and fit out, runway pavement and subsurface, tarmac grading etc.

—  Air services demand, including passenger movements, landings, freight — Financial position, including cash transfers to/from the airport entity,
activity, as well as essential / emergency services provided such as Royal reserve balances, and debt-related items such as borrowings, principal
Flying Doctor Service (RFDS), disaster response etc. repayments and interest expenses.

— Revenue, broken down by aeronautical revenue and non-aeronautical — Capital assets, such as the asset condition, replacement cost value of
revenue such as parking, retail and food and beverage, lease income etc. airport assets and accumulated depreciation.

—  Operating expenses, including staffing costs, maintenance (non-capital) —  Sentiment on service sustainability and the broader policy and funding
spend, utilities, depreciation expense etc. environment.

Regional Airports Financial Sustainability Survey 2026
Final Report
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Respondents were required to provide a range of financial and air services data
across two time periods, being the most recently completed financial year

(1 July 2024 to 30 June 2025), as well as a five-year outlook through to 2029-
30. This report focuses primarily on the findings for the most recently completed
financial year.

The survey was distributed by the AAA and RCA across its membership
network, and was in the field for approximately four weeks, from 6 February to 3
March 2026, with 41 valid responses received by the deadline. Where data
gaps or anomalies were identified, ACIL Allen followed up directly with
individual airport owners to obtain the missing information or clarify
inconsistencies. Not all respondents answered every question or provided
complete data, meaning the analysis considers either complete responses only
or aggregated results from those respondents who did provide data as the
context requires. Given the diversity of regional airports across Australia,
survey responses were stratified using the following two classification systems
to allow for meaningful comparisons:

1. Scale of operations (based on available data):
a) Small: Less than 30,000 PAX or less than 1,000 landings
b) Moderate: Less than 200,000 PAX or less than 2,000 landings
) Large: Less than 500,000 PAX or less than 10,000 landings
d) Very Large: All other airports
e) Unknown: No size data provided.

(2]

2. Geographic remoteness of the airport with reference to the Australian
Bureau of Statistics (ABS) Remoteness Classification:

a) Inner Regional
b) Outer Regional
c) Remote
d) Very Remote.
Manual adjustments are made to some classification upon cross-checking with

public data and in-house judgement. As illustrated in Figure 1.1, the sample is
well distributed across operational scale, with equal representation across the

Small, Moderate, and Large classifications. Very Large airports account for a
further three respondents, providing meaningful coverage of this segment in a
regional Australia context. Seven airports did not provide sufficient demand data
to determine their scale of operations and have been classified as Unknown
accordingly.

When viewed through the lens of geographic remoteness, more than half of the
sample (54%) is located in Inner Regional areas. Outer Regional airports are the
next most prevalent accounting for 10 airports or nearly one quarter of the
sample, followed by Remote and Very Remote airports comprising four and five
airports respectively.

Inner Regional and Outer Regional airports are represented across all
operational scale categories, reflecting the diversity of these classifications.
However, a clear pattern at the extremes, where Remote airports are exclusively
Large or Very Large operations, while Very Remote airports are confined to Small
and Moderate classifications.

Figure 1.1
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Source: ACIL Allen
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2 Survey Findings

This section explores the key findings of the survey, covering the current financial position and asset investment decisions of regional airports, as well as
respondent views on a range of matters relevant to airport ownership and operations.

2.1 Financial Position

Figure 2.1 Net income, count of airports, 2024-25

Scale of operations
2

o

Larger than -$2m

-$2m to -$1m

-$1m to -$0.5m

-$0.5m to $0m
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$1m to $2m

More than $2m

m Small m Moderate

Very Large Unknown

Source: ACIL Allen

Geographic remoteness
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ACIL Allen’s analysis of the survey sample suggests
73% of respondents recorded an operating loss in
2024-25, with a median financial result of a $519,000
loss across all respondents. There were a range of
financial outcomes reported across the sample in
terms of regional context, however the responses
suggest scale plays an important role in financial
outcomes.

All Small airports reported an operating loss in this
financial year. The median reported operating loss
was $435,000, equivalent to 150% of revenue. This
suggests these airports are generating insufficient
revenue to fully cover operating costs and rely on
subsidies to remain viable as a result.

Outcomes across the other airport classifications were
mixed with a range of financial outcomes observed.
This includes across the Medium, Large and Very
Large airports where demand, remoteness, and
operational costs per passenger were significant
factors in determining the overall financial position.
This suggests operating context plays an important
role in financial sustainability across the sector, with
scale being an important, but not overwhelming,
driver.

Regional Airports Financial Sustainability Survey 2026
Final Report



ACIL ALLEN

2.2 Revenue

Overall revenue composition

Figure 2.2 Breakdown of airport revenues, % of total revenue, simple average across all airports,

2024-25
0% 10% 20% 30% 40% 50%

Passenger service / terminal charges
Aircraft landing charges

Hanger rentals

Fuel

Security charges

Other aeronautical revenue
Aircraft parking / apron charges
Other operating revenue

Lease income

m Aeronautical revenue
Car parking

m Non-aeronautical revenue
Retail and F&B

Non-operating revenue
Government grant and contribution

for capital purpose
Source: ACIL Allen

Note: The chart shows the average revenue contribution across airports where the revenue stream applies only (ie
treating ‘0s’ as blank and removing from the calculation of the average), resulting in the total percentage being greater
than 100%. This is to demonstrate the reliance on revenue streams while respecting the operating context of the
airports (ie some airports do not generate revenue from fuel sales, but those that do rely on it).

Aeronautical revenue forms the backbone of airport
operations across the survey sample. Based on an
average across all airports, it accounts for three-
quarters of total revenue. Passenger service / terminal
charges are the dominant stream, followed by aircraft
landing charges. Notably, aircraft landing charges
represent the most common revenue source overall,
with more than four in five airports (82%) reporting this
revenue stream.

Non-aeronautical services and amenities contribute a
further 38% of total revenue, on average. Within this
category, other operating revenue is technically the
largest source, though this is skewed by a low number
of airports that rely heavily on it. Lease income is the
more consistently significant stream —ranking second
within this category and the second most common
source overall, reported by nearly three in five airports
(59%).

Beyond this, some airports also generate non-
operating revenue to supplement their operating
income, accounting for 12% of total revenue on
average. The most significant source within this
category is government grants and contributions for
capital purposes, although this figure is influenced by
the relatively large contribution to revenue made by
the limited number of airports which reported receiving
this revenue

Regional Airports Financial Sustainability Survey 2026
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Breakdown by scale

Figure 2.3 Breakdown of airport revenues by scale, relative contribution to total revenue, larger
ball = higher contribution to revenue in airport class, 2024-25

Small Moderate Large Very large

Passenger service / terminal charges . ‘ ’ .

Aircraft landing charges

Fuel

Hangar rentals
£ ° O

Security charges . . ‘

Other aeronautical revenue PY )
Aircraft parking / apron charges . .
Other operating revenue o ° [ .
Lease income . o o .
Car parking [ ] [ ] o
Retail and F&B . ®

Government grant and contribution ) ‘ ° °

for capital purpose

Source: ACIL Allen

The revenue composition of different classes of airport
(by size) is shown to the left. This demonstrates the
substantial variation in revenue generation
opportunities across the sector.

For Small airports, the largest sources of revenue are
hangar rentals, landing charges, fuel and lease
income. This is in contrast to all other airport size
classes, where passenger service charges are
amongst the largest or the largest source of revenue.
The data also shows “aviation services” revenue such
as hangar rentals, fuel, and airport parking / apron
charges are low contributors to revenue at Medium,
Large and Very Large airports.

This demonstrates the diversity of business models
which exist across the regional aviation sector in
Australia. However the data also demonstrates the
important role of traffic demand in promoting financial
sustainability given the inability for smaller airports to
rely on passenger movements as a revenue source.

Larger airports can also better monetise the
passenger journey itself, ranging from the provision of
car parking to retail and F&B outlets within the
passenger terminal.

Notably, government grant and contribution for capital
purposes is fairly pronounced within the revenue mix
for Moderate airports. This is an artefact of a limited
number of airports that receive significant capital
injections from government, and is not representative
of the broader sample.

Regional Airports Financial Sustainability Survey 2026
Final Report
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Breakdown by geographic remoteness

Passenger service / terminal charges, aircraft landing
Figure 2.4 Breakdown of airport revenues by geographic remoteness, relative contribution to total  charges, and hangar rentals are amongst the largest

revenue, larger ball = higher contribution to revenue in airport class, 2024-25 revenue streams for Inner Regional airports. This

reflects the diverse mix of airports within these
Inner Regional Outer Regional Remote Very Remote

categories, encompassing both smaller general

Passenger service / terminal charges ‘ ' . aviation airports, which derive a significant share of
revenue from aircraft landing charges and hangar
Aircraft landing charges . o o . rentals, as well as larger commercial facilities, which
benefit from passenger service / terminal charges.
Hangar rentals Y ) )
. ® Both Inner and Outer Regional airports report the
Fuel o ® greatest diversity of revenue streams across the
sample, although this is mostly driven by the larger
Security charges P °® °® operations within each category, which unlock
commercial revenue sources that are largely absent
Other aeronautical revenue ) PY for their smaller counterparts.
Aircraft parking / apron charges ° Py For Remote and Very Remote airports, however, the
picture is markedly different. These tend to be smaller
Other operating revenue ° Y ® . facilities serving |solateq communities, W|th limited or
no scheduled commercial passenger services and a
Lease income PY ° o PY correspondingly narrow revenue base. Wlthput the
passenger volumes needed to support terminal-based
Car parking ° o . ° revenue §treams orthe |nfra§tructure to attract '
commercial tenants, these airports are largely reliant
Retail and F&B . ° [ on the most basic aeronautical charges. It is noted the
sample size for Very Remote airports is limited.
Government grants and contributions e .

Source: ACIL Allen
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2.3 Operational Costs

Overall cost composition

Figure 2.5 Breakdown of operational costs, % of total operating costs, 2024-25
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A range of operational costs were captured by the
survey, including:

—  Staff costs: labour costs the airport owner was
liable for (i.e., excluding contractors)

— Maintenance: services and consumables
purchased to maintain operations

—  Contracts: specific contracts for airport
operations and services not provided by the
asset owner

— Utilities: financial costs for power, water / waste
water, waste management and others

— Depreciation: accounting depreciation charges
against airport assets

— Overhead costs: owners costs or shared
services costed out from the owner.

ACIL Allen observes broad consistency across the
sector in the share of expenditure across categories,
with depreciation and staff costs the two clear drivers
of operational costs, accounting for a median of 34%
and 24% of total operational costs, respectively.

This is unsurprising given the capital-intensive nature
of airport infrastructure which generate significant
depreciation charges, as well as the large workforce
needed to operate and maintain this infrastructure
which drives substantial ongoing labour costs.

Regional Airports Financial Sustainability Survey 2026 12
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Breakdown by scale and geographic remoteness

Figure 2.6 Operational cost per passenger, $ per PAX, 2024-25
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Airports provided a range of cost outcomes, reflecting
the size, complexity and scope of the services
provided and assets in situ at their airport. To provide
standardisation, ACIL Allen has converted total
operational costs (including depreciation as a
measure of the consumption of asset condition) into
an Operating Cost per Passenger value.

The analysis shows that the median cost of $36.20
per head across the sample, with most airports falling
within +/-$17 per head of this value.

Across both operational scale and geographic
remoteness, there is broad consistency in cost
estimates across the sample. The notable exception is
small airports, which exhibit a long tail of high-cost
operations — most of which also falls within the Outer
Regional category, which similarly displays significant
variation in cost outcomes.

There is strong evidence of economies of scale in
operational costs, with small airports having higher
cost per passenger across all of the metrics (ie
average, interquartile ranges, minimums and
maximums), with the median cost at $55 per head.
This is because of the high level of fixed costs
inherent in operating an airport.

The relationship between geographic remoteness and
operational cost per passenger is less clear however,
with median costs remaining fairly consistent across
remoteness categories. This further confirms size is a
more important factor in determining financial
sustainability than location.

Regional Airports Financial Sustainability Survey 2026
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Security screening costs

Figure 2.7 Reported security costs per PAX* vs Total PAX at airport , 2024-25
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Note: Security screening is typically only required for outgoing trips, meaning a “purer” measure may be to divide
passenger movements by two to determine a ratio of cost per actual person screened

Many airports are required by regulation to screen
outbound passengers for security purposes. This
necessitates the installation and operation of
specialist equipment, which can represent a
significant cost burden.

The survey received limited input on this topic, with
only 12 respondents (just under 30% of total
responses) although the available data was sufficient
to draw some useful conclusions. It is also important
to note that not all airports operate with security
screening, particularly in a regional Australia context
where services are not of the scale or scope where
security screening is required (the most substantial
requirement being the airport facilitates RPT or open
charter services with >40 PAX). ACIL Allen’s
assessment is the data is likely to be representative of
the sector at large.

Of those that did respond, most reported security
screening costs of between $1 million and $2.5 million
per annum, with a small number of outliers below

$1 million. Normalising for passenger volumes, the
data suggests most airports incur costs of between
~$6 and ~$8 per passenger per annum.

Like operating costs, the data suggests economies of
scale are at play. The negative correlation between
passenger volumes and cost per passenger suggests
that as throughput increases, the unit cost of
screening falls, consistent with the fixed cost nature of
security screening infrastructure.

Regional Airports Financial Sustainability Survey 2026
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2.4 Asset Investment

Reported asset investment

Figure 2.8
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A total of $51.6 million of asset investment was
undertaken across the survey sample in 2024-25, with
27 of 41 airports (66%) reporting at least one capital
investment during the period. There is limited ability to
identify patterns across the data since the nature and
quantum of investment appears to be highly airport

specific.

The largest category was runway pavement and
subsurface works, although this result is heavily
influenced by a single airport that undertook
significant runway works during the period. Taxiway
and other pavement structures and miscellaneous
capital expenditure round out the top three categories.

Across the 23 airports that provided a replacement
cost value, the capital investment undertaken in 2024-
25 represented just 3.4% of total asset replacement
cost. All things being equal this implies a 30 year
capital replacement cycle for the airports, which would
be below replacement investment (given, for example,
the largest assets by value in runways and pavements
require renewal or investment every 10-15 years).

When asked about capital investment deferrals, 33
respondents provided an answer, of whom 22 (67%)
indicated they had capital reinvestment requirements
that were currently deferred — principally due to a lack
of funding or limited owner appetite for investment.

Regional Airports Financial Sustainability Survey 2026
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Self-rated asset condition

Despite the survey identifying significant
underinvestment in airport infrastructure, the

1 2 3 4 5 consequences may still be in their early stages and
not yet fully apparent, based on the self-assessed

Figure 2.9 Self-rated asset condition, average across all relevant airports, 2024-25

o

Small asset condition ratings provided by airport operators.
When asked to rate their asset condition on a scale of
Moderate 110 5 (where 1 represents very poor and 5 represents
Seelle 6l GRS excellent) the average rating across the sample was
Large 3.12 out of 5, a score that can be interpreted as fair,
tending modestly towards good.
Very Large
When assessed through the lens of operational scale,
Unknown self-rated asset condition scores are broadly

consistent across the Moderate to Very Large airports,
ranging narrowly from 3.2 to 3.4. Small airports are
the clear outlier, with a noticeably lower average
rating of 2.7, which sits closer to poor than fair. As
discussed previously, all Small airports reported
operating losses, and this is likely constraining their
ability to fund the capital investment needed to
maintain their assets — a reality that is reflected in
their comparatively lower self-assessed asset
condition ratings.

o
—
N
w
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o

Inner regional

Quter regional
Geographic remoteness

Remote
In terms of geographic remoteness, a general pattern
emerges whereby self-rated asset condition declines
as remoteness increases - a reflection of the higher
costs of delivering maintenance in isolated locations
and more limited revenue bases. The exception is
Remote airports, which as discussed above, tend to
be in good financial position and are therefore, better
placed to fund the upkeep of their assets.

Regional Airports Financial Sustainability Survey 2026 16
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2.5 Services Provided

Figure 2.10
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All but one survey respondent indicated that at least
one essential or emergency services use case was a
regular user of their airport. Notably, despite near-
universal provision, just over half of respondents
indicated that fees were levied for these use cases
(including some which provide discounts on their
regular fees). This highlights the significant and often
overlooked role that regional airports play in the
liveability of regional and remote communities, by
providing access to their facilities at no charge.

The Royal Flying Doctor Service (RFDS), emergency
services, disaster response, and search and rescue

were the most commonly reported services provided,
with the majority of airports facilitating these activities.

Defence is the exception, with fewer than half of
airports reporting this as a regular user, likely
reflecting infrastructure limitations at these airports.
The scale of operations — which is proxy for
robustness of airport infrastructure — appears to be a
meaningful driver of defence provision, as 50% of
Small airports support defence operations, compared
to 100% of Very Large airports.

Just under half of survey respondents (49%) indicated
they supported pilot training, with the number of
trainees ranging from “a few” to over 200 each year.
Provision of pilot training is more common among
Moderate to Very Large airports, with around 50%
providing support compared to only 30% of smaller
airports.
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2.6  Sentiment Questions

Airport operating context
Overall sector responses

Figure 2.11
context?”, % of airports
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The survey responses indicate that airports are
operating in a challenging and largely constrained
commercial environment. The most commonly cited
challenge - reported by two-thirds of respondents — is
that airline capacity decisions are largely outside
airport influence, reflecting the significant power
asymmetry that the airlines have on regional airports.

This asymmetry is further evidenced by 49% of
airports citing high airline market power relative to
their size, a dynamic that is compounded by the thin
markets in which many of these airports operate —
with 46% reporting that passenger volumes were
insufficient to sustain meaningful competition.

External competitive pressures add a further layer of
complexity, with more than half of respondents (61%)
identifying competition from road or rail transport as a
relevant factor.

Against this backdrop, many airports effectively
function as essential public infrastructure rather than
purely commercial enterprises — 63% are required to
support services regardless of commercial viability,
and a significant proportion (44%) report that their
route viability is highly dependent on government
support or underwriting.
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Breakdown by scale

Figure 2.12
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Note: Only the top 5 most common statements are presented above.
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These operating challenges are however, not felt
equally across all airports, with operational scale
appearing to be the more prominent driver of differing
views than geographic remoteness, which saw
broadly consistent opinions across its categories.

Airline capacity decisions being largely outside airport
influence — the most commonly cited factor — is far
more prevalent among Moderate to Very Large
airports (88%) than their smaller counterparts (50%).
Similarly, high airline market power is cited as a
challenge by 71% of Moderate to Very Large airports
compared to just 30% of Small airports.

As discussed earlier, these two cohorts cater to very
different customer bases and larger airports are more
likely to be served by commercial airlines and are
therefore more exposed to capacity decisions made at
the airline level.

In contrast, Small airports are more likely to feel the
impact of thin markets with 70% reporting passenger
volumes insufficient to sustain competition, reflecting
the smaller catchments that these airports serve.

Small airports are also more exposed to the obligation
to support services regardless of commercial viability,
with 80% citing this as a challenge compared to 54%
of Moderate to Very Large airports. This highlights the
fundamental tension facing Small airports, whereby
the services they provide are essential to their
communities, yet they have the least capacity to do so
in a financially viable manner.
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Impacts and risks from the current operating context

Overall sector responses

Figure 2.13 Responses to “Do any of the following impacts and risks apply to your airport, given

your operating context?”, % of airports
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The impacts and risks arising from the current
operating context are wide-ranging, but converge on
one central theme — airports are under significant
financial pressure, with cascading consequences for
infrastructure investment, service continuity, and long-
term viability.

The most commonly cited impact, reported by more
than four in five airports (85%), is a limited ability to
invest in service-enabling infrastructure — consistent
with our earlier observations on asset investment.
Closely related is the inability to fund required security
or safety upgrades, cited by 63% of respondents.

These pressures in turn drive airports to raise
charges, with 66% reporting increased pressure to do
so0. However, in thin and concentrated markets, the
ability to pass costs through to airlines or passengers
is inherently limited, leaving many airports with few
viable options. As a result, airports are increasingly
turning to external support to bridge the gap — 68%
report greater reliance on government support to
maintain services, while 61% indicate increased
reliance on council or owner subsidies.

Collectively, these findings suggest that without
intervention, a significant proportion of regional
airports face a trajectory of gradual decline, as they
are unable to generate sufficient own source revenue
to fund their asset maintenance requirements.
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Breakdown by scale

Figure 2.14 Responded yes to “Do any of the following impacts and risks apply to your airport,
given your operating context?”, % of relevant airports
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Note: Only the top 5 most common statements are presented above.

The most commonly cited impact — a limited ability to
invest in service-enabling infrastructure — is felt
broadly equally across operational scale, indicating
that capital investment funding is a sector-wide
challenge, not one confined to smaller airports. The
same is true of the reduced capacity to attract new
airline entrants, which is cited at similar rates by both
Small and Moderate to Very Large airports.

Where the picture diverges is in the nature of the
financial pressures being felt. Small airports are more
likely to report greater reliance on government support
to maintain services, with 90% indicating this
compared to 54% of Moderate to Very Large airports,
reflecting the absence of alternative revenue levers
available to these facilities.

Similarly, increased pressure to raise airport charges
is more prevalent among Small airports compared to
to their larger counterparts; however, as noted earlier
analysis, in thin markets with limited passenger
volumes, the ability to pass costs through to airlines or
travellers is inherently constrained, making this an
unreliable release valve.

Both cohorts report similar challenges in funding
security and safety upgrades, at around 60%.

What is clear though is financial sustainability
concerns, impacts and risks cut across the sector and
are not limited to Small airports — Moderate to Very
Large airports are also faced with financial constraints
which limit their operations and investment.
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Proposed policy and funding changes
Overall sector responses

Figure 2.15 Responses to “What policy or funding changes would most improve the long-term
sustainability of your airport and regional air services?”, % of maximum score where
ranking of 1 = 5 points, ranking of 2 = 4 points, and so on (with no ranking earning no
points)
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Note: Only the top 10 policy or funding changes are presented above.

When asked what policy or funding changes would
most improve the long-term sustainability of their
airport and regional air services, respondents
identified capital grants for runway, pavement, and
lighting infrastructure as the single most important
measure, with a total score of 70.4% of the maximum
score on this ranking.

This was closely followed by long term infrastructure
funding certainty beyond short grant cycles (56.8% of
max) and direct recurrent funding (48.8%). Rounding
out the top four issues were high ranks for dedicated
funding for safety and security compliance costs
(36.8%) — with a substantial gap to the next highest
rated issue.

Critically, the common thread tying these policy or
reform initiatives together is funding — albeit with
varied direction and focus. This further underscores
the complex and challenging financial circumstances
the regional airports sector finds itself in today.

Beyond the top four are a range of policy measures
designed to create a more flexible and competitive
operating environment for regional airports, including
simplifying regulatory regimes (14.4%) and providing
greater balance in market power (8.8%). Many
respondents also saw an important role in recognising
airports as essential public infrastructure (11.2%).
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Breakdown by scale

Figure 2.16 Responses to “What policy or funding changes would most improve the long-term
sustainability of your airport and regional air services?”, by size, % of maximum score
where ranking of 1 = 5 points, ranking of 2 = 4 points, and so on (with no ranking
earning no points)
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Note: Only the top 5 most common statements are presented above.

A deep-dive of the top five most important initiatves
across the sample reveals some differences in
emphasis and importance when considering
responses from airports of varied sizes. While funding
and financial issues were typically of greatest concern
to airports of all sizes, Small airports were
substantially more likely to rank matters such as
capital grants for runway, pavement and lighting
infrastructure as their top issue, as evidenced by this
response scoring 90% of the maximum score by
Small airports compared to 61.3% for Moderate to
Very Large airports.

This pattern repeats but less so for the second issue
(long term infrastructure funding beyond short grant
cycles, 60% for Small compared to 52.5% for
Moderate to Very Large) and direct recurrent
operating funding (60% versus 40%).

The other two top rated issues saw varied results by
airport size, reflecting the operating context of airports
within the category. The survey showed dedicated
funding for safety and security compliance cost was
higher on the priority list for Moderate to Very Large
airports (43.8% of the top score) when compared to
Small airports (30%). This reflects that many Small
airports do not have significant security requirements.
By contrast, regulatory simplification was not a highly
rated policy issue for Moderate to Very Large airports
(7.5% of the maximum) compared to Small airports
(26.7%). This likely reflects the higher capacity of
Moderate to Very Large airports to comply with
regulations (noting the issue remained a relatively
high priority for this cohort).
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A

Participating Airports

The following airports have provided the valuable input into this survey. The participating airports below have been included in alphabetical order with their ordering
bearing no reflection to the individual airport results presented in the survey. Results of the survey are deidentified to maintain confidentiality.

Table A.1 Participating Airports

Albury Airport
Armidale Airport

Ballarat Airport

Barrow Island Airport

Bathurst Regional Airport

Bendigo Airport
Broken Hill Airport

Broome International Airport

Bundaberg Regional Airport

Busselton Margaret River Airport
Ceduna Airport

Coffs Harbour Airport
Condobolin Airport

Corowa Aerodrome

Dubbo Regional Airport
Geraldton Airport
Gnowangerup Airport

Griffith Regional Airport

Halls Creek Aerodrome

Hervey Bay Airport

Hobart Airport

Kalgoorlie Boulder Airport

Karratha Airport
Latrobe Regional Airport
Lethbridge Airport
Longreach Airport

Manjimup Airport

Merimbula Airport
Mildura Airport
Moruya Airport

Mount Isa Airport

Orange Regional Airport

Port Macquarie Airport

Portland Airport

Shellharbour Airport

Wagga Wagga Airport

Warrnambool Airport

Wellington Aerodrome & Recreation Park

West Sale Airport

Whyalla Airport

Yaraka Landing Strip

Source: ACIL Allen
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B

About ACIL Allen

ACIL Allen is Australia’s largest independent economics, public policy and strategy advisory firm. As a firm, we specialise in economic analysis, and in understanding how
policy decisions can translate into socio-economic outcomes. ACIL Allen has significant resources upon which it can draw. We employ around 60 consultants located in
Adelaide, Brisbane, Canberra, Melbourne, Perth, and Sydney.

The firm has built a reputation for quality research, credible analysis, and innovative advice on economic, policy and strategic matters over a period of more than twenty
years. ACIL Allen operates across a select range of industries including energy, mineable resources, water and other infrastructure, education, tourism, health and human
services policy and provides specialist advice to companies, governments, regulators and industry associations. ACIL Allen has been at the forefront of analysis of
changes and policy issues in these sectors. We have helped governments to develop a number of policy mechanisms applied in response to these changes and policy
issues. We have also helped many private corporations to develop responsive business strategies in this dynamic environment.

Our analytical and modelling skills enable us to provide robust quantitative estimates of the impacts of market and regulatory risk. We often use risk-based decision tools
such as real options frameworks to advise clients on risk management strategies and opportunities. In part, our experience in these roles relates to major infrastructure
assets, supporting feasibility assessments, equity raisings, sale and acquisition processes and funding of infrastructure assets, including natural gas and electricity
transmission and distribution systems, power stations, roads, railways, airports and ports.

Our consultants are drawn from a wide variety of disciplines including economics, finance, statistics, geology, physics, environmental science, engineering and
mathematics. We also offer a diverse range of professional backgrounds in state and federal government, academia and business.

Further information can be found on ACIL Allen’s website at www.acilallen.com.au.
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