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GLOSSARY
Consumer A measure of consumer satisfaction
surplus which can be measured as

the difference between what a
consumer would be willing to pay
for a good or service compared to
what they actually pay.

Benefit Cost
Analysis

An economic evaluation technique
that seeks to evaluate costs and
benefits of a project or policy
change. Benefit Cost Analysis is
generally used as a decision making
tool to determine whether a project
will deliver net benefits. Where
benefits outweigh costs, the project
has a net benefit to society. In this
case, society is defined to be the
state of Queensland.

Discount rate

The rate by which the value of
costs and benefits that accrue in
the future are discounted to find an
equivalent dollar value expressed

in present value terms (today’s
dollars). Discounting future costs
and benefits recognises that a dollar
today is worth more than a dollar

at some time in the future. This
concept is known as the time value
of money. In this analysis, a seven
per cent real discount rate has been
used consistent with Queensland
and Commonwealth guidelines for
Benefit Cost Analysis.

Economic Impact
Assessment

A tool that seeks to estimate the
economic impact a project is likely
to generate once a decision has
been made to proceed with a
project. In this analysis, the impact
of the project on employment and
gross regional product is assessed.

Evaluation year

The evaluation or ‘base’ year is the
year to which costs and benefits
have been discounted to arrive

at a Present Value (PV). The base
year is usually the same as the
price year and should preferably be
the year in which the decision on
whether to proceed with the project
is made so that a decision is made
based on the present value of costs
and benefits. In this analysis, the
evaluation year is 2013.
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Gross Regional
Product

Gross Regional Product (GRP) is
the measure of the size of a regional
economy. It is similar to Gross State
Product (GSP) for a state, and
Gross Domestic Product (GDP) for
a country.

Input-Output
model

An Input/Output model uses
project-specific data such as capital
expenditure, operating expenditure
and workforce requirements over
the project life-cycle to estimate the
economic impact of a project. In this
analysis, an Input/Output model is
used to estimate the contribution of
the project to the regional and state
economy and to job creation.

Local
Government Area
(LGA)

A Local Government Area (LGA)

is a geographical area under the
responsibility of an incorporated
local government council, or

an incorporated Indigenous
government council. The LGAs in
Australia collectively cover only a
part of Australia. The main areas not
covered by LGAs are northern parts
of South Australia, a large part of
the Northern Territory, the western
division of New South Wales, all of
the Australian Capital Territory and
the Other Territories.

Price year

The year in which the monetary
value of costs and benefits are
expressed. In this analysis, all

costs and benefits have been
discounted to 2013 dollars (see also
evaluation year).

Residual value

The value of an asset at the end of
the economic evaluation period.
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2.1
INTRODUCTION

Airports are a critical part of Australia’s social and economic
fabric. The country’s large land mass and relatively long
distances between population centres makes its network

of airports very important, allowing its citizens to remain
physically connected with one another and the rest of

the world. In addition, airports have become essential
economic enablers.

This is especially evident in regional Australia where the
aviation network has been a primary vehicle for sharing
the economic benefits and social connectivity around
the country.

Sunshine Coast Airport (SCA) provides these benefits to

its community and the Sunshine Coast Airport Project (the
Project) would enable the airport to continue to support the
economic growth of the region for generations to come.

In 2012 Deloitte Access Economics in their report
“Connecting Australia” prepared for the Australian Airports
Association, found that the airport network:

e Contributed $17.3 billion to the national economy in 2011
— around 1.2 per cent of GDP

e Generated 115,000 FTE jobs

e Was a major enabler of the $35 billion tourism industry
that employs around 400,000 Australians

* Would double its passenger patronage levels over the
next two decades.

This chapter of the EIS provides details on the:
¢ Rationale for the Project

* Existing and forecast aircraft and passenger movements
at the airport

e Economic implications of the airport expansion.

2.2
RATIONALE FOR THE PROJECT

The Project is a key development objective of the Sunshine
Coast Airport Master Plan 2007 an extract of which is
reproduced here:

“The long term strategic development objective for Sunshine
Coast Airport is to stimulate and support the growing regional
economy of the Sunshine Coast. The execution of this
objective requires careful and considered planning including
the following key features discussed within the Plan:

* Enhancements to the existing taxiway and apron system
to support the expected growth in aviation traffic over the
short to medium term

e Access to additional airside land to promote and grow the
aviation industry on the Sunshine Coast.



e Terminal development to provide for expected
passenger growth, enhanced security requirements,
additional commercial opportunities and enhance
passenger experiences

e Development of a new runway and associated
infrastructure to facilitate new international routes
and support the long term aviation growth on the
Sunshine Coast

e [ong term protection of airspace associated with
alrport assets.”

The following is an overview of the key operational, social
and economic drivers for the Project:

2.2.1 Operational drivers

The current Runway (RWY) 18/36 was opened in 1961

and has been instrumental in the development of the
Sunshine Coast’s tourism industry, opening up access to
both domestic and international markets and contributing
to the coast becoming one of Australia’s premiere holiday
destinations. However, the design of the current runway in
terms of its length and width is also limiting the capacity of
the airport to service a wide range of passenger aircraft.

Runway length

The current RWY 18/36 is 1,798 m in length and does not
provide enough take-off run to allow the Boeing 737 or the
Airbus A320 aircraft, which are the mainstay of the domestic
jet Regular Public Transport (RPT) fleet, to operate at their
maximum take-off weights of around 70 tonnes. In limiting
take-off weight, the current runway reduces the destinations
that can be viably serviced from SCA.

When operating from RWY 18/36 at SCA, the B737 or A320
aircraft are restricted to destinations on the east coast of
Australia when carrying a full complement of passengers.
Destinations further afield are not possible without reducing
the passenger load and increasing the fuel load. In the

case of the current A320 service to Auckland, while the
aircraft is capable of flying fully laden from Auckland

with 168 passengers, the airline is required to reduce the
passenger numbers to 138 for the homeward leg due to the
short length of runway at SCA, affecting the yield per flight.

In contrast the Project offers a significantly longer runway at
2,450 m. The same A320 aircraft that on RWY 18/36 needs
to operate with a reduced payload to Adelaide or Auckland,
will be able to reach all airports in Australia and into the
Western Pacific. The new runway is anticipated to have an
asset life of up to 100 years.

Runway width

Passenger jet aircraft that currently access SCA from
Sydney, Melbourne and Auckland (B737 and A320) are
classified by the Civil Aviation Safety Authority (CASA)

as “Code 4C” aircraft. The standards for which CASA is
responsible in Australia require that such aircraft operate
on runways that are 45 m in width, and where possible, are
centred within a 300 m wide runway strip.

RWY 18/36 is 30 m wide and sits within a 150 m wide runway
strip. This situation arises primarily because of the rapid
growth of operations into the airport. The current runway was
not designed for aircraft in common usage today.

As a result, the current operation of Code 4C aircraft at
SCA occurs under an exemption to the Civil Aviation Safety
Regulations (CASR) issued by CASA to permit “narrow
runway operations”. The current exemption is due to expire
in February 2015. CASA's advice when last reviewing the
exemption in 2012 was that any further extension of the
exemption beyond 2015 would in part depend upon SCA
demonstrating progress toward compliance with the CASR.

The new runway is therefore proposed to be 45 m wide and
centred within a 300 m wide runway strip. As discussed in
Chapter A3 — Options and Alternatives, the possibility of
widening RWY 18/36 was considered but discounted for a
number of reasons.

The 45 m runway width also has a significant operational
benefit in that it makes the runway accessible to wide-body
Code E aircraft favoured by the world’s airlines for medium
haul international flights. With this in mind, the Boeing 787
was identified as the design aircraft. It is this increased ability
to accommodate wide-bodied aircraft and meet international
standards that allows the Sunshine Coast community to not
only reach the rest of Australia with direct flights, but also to
reach out to new international markets in Asia and beyond
(refer Figure 2.2a).

2.2.2 Social drivers

RWY 18/36 is aligned on a north/south orientation and
aircraft using the runway have been obliged to transit
overhead of most of the Sunshine Coast’s eastern suburbs
between Currimundi and Coolum. Despite the airport
pre-dating much of the urban development on the coast

and recent changes to approach procedures on RWY

18/36 (the introduction of GPS based flight procedures)
ameliorating these impacts to some extent, the current
orientation of the runway requires aircraft to over fly the more
densely populated areas of the coast.

The orientation of the existing RWY 18/36 is also poorly
aligned to the prevailing south-easterly winds at SCA. Aircraft
are required to take off and land into the wind. It is expected
that the “into wind” performance of the new runway will be
significantly better, reducing the potential for diversions and
improving aircraft operational performance.

Diversions occur when a jet aircraft attempts a landing but is
unable to complete it due to weather and visibility conditions.
In this circumstance the jet aircraft commences a missed
approach procedure which either involves circling around
and attempting the landing again, or the jet aircraft diverts

to a nearby airport. During this procedure additional noise

is produced as a result of the thrust required to manoeuvre
the aircraft.

In contrast to RWY 18/36, the proposed new RWY 13/31 with
its north-west/south-east orientation will mean far fewer people
will be living in locations over flown by aircraft and accordingly
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Potential destinations with the new runway

Figure 2.2a

A2

.
vsn
sajabuy soq

pueeaz Mo uipatihy ,
~Ppueleaz MAN YaINYIISYY e

PUEJEaZ MO DUBIYINY of

s
:

N
u

WY 006'S .. . UDO0ZH . UD009'9 .

Pueaz MaN  008-LELE—. L2ev/0zey . 1 00€-L..9 .
* umojsuaanp ) K wy 0SEv1

0S€Y

w) 005k
008-28.9

W) 000°6
+— 00€/002-0€EY

\ PUEIS| IOHON o~
g

.

.
.
.
.
.
.
.
.

. duin eferiy .-
4o PueieyL e

BUB .os e . RN

MO BT . sajeALg GlY poyU

C © : “~1sL 1qeyq n $
__taeug nay

" g lequiniy N7 p
eUIY) noyzbueny SajelIW3 qely papun
‘ fiuoy Huoy leqng

\ uedep,
eB)esQ
. o* .
2910} LIN0S
noag

SUOIBUISSP JUBLND
suoieunsap [enualod aInng - -.--

Le/€1 Aemuny mau e ylm piodily 1SB0D aUIysung Wwod) SUOijeullsap [enualod

SUNSHINE COAST AIRPORT EXPANSION PROJECT

A2-20



far fewer people will be likely to experience aircraft noise at
intrusive levels. As discussed in Chapter D5 — Social and Visual
Impacts, the number of existing dwellings that benefit from the
reorientation of the runway exceeds 5,300 by 2040.

2.2.3 Economic drivers

The new runway is a critical enabler in the transition of the
Sunshine Coast economy from a predominantly inwards
focussed supplier of goods and services to a substantially
more active participant in the global economy.

It is anticipated that the new runway will facilitate the economy
of the Sunshine Coast being positioned to maximise the
opportunities that will emerge from the continued growth in
prosperity in Asia over the coming century.

As tourism interest from these markets increases with better
access, the same can be expected for other sectors of the
local economy, notably primary industries with the potential
for the export of time sensitive high value food products by
air. The provision of professional services to the growing
economies of Asia will also be made more viable by direct
connections to and from the Sunshine Coast.

The passenger forecasts discussed in this chapter indicate
that the added length of the proposed runway combined
with the ability to accommodate wide body aircraft would
generate an additional 650,000 passengers per annum to
SCA from markets that are currently inaccessible to the
Sunshine Coast.

Tourism demand from China and India

China and India are well recognised as key source markets
for international tourism in Australia. As stated by Tourism
Australia (India and China 2020 Strategic Plan, 2012):

e China is Australia’s most valuable inbound tourism
market contributing $3.26 billion to the economy in 2010
and predicted to contribute $13 billion annually by 2020

e Indiais Australia’s 10th most valuable inbound tourism
market contributing $867 million to the economy in 2011
and predicted to contribute between $1.9 and $2.3 billion
annually by 2020.

Growing demand from these markets is a high priority

for Australia as outlined in Tourism Australia’s whole of
Government Tourism Australia 2020 Strategy. The strategy
recognises that whilst the high Australian dollar and
destination competition are key challenges for the industry;
the growth in demand for travel and tourism experiences
from China and India are key opportunities (Tourism 2020
overview, Tourism Australia).

Expenditure on tourism is considered discretionary spending
and is dependent on household income and wealth. In 2014,
China was the world’s fastest growing economy at a 7 per
cent growth rate followed by Indonesia, Malaysia and India
at 5-6 per cent. By comparison, the US was only 3 per cent
(Tourism Forecasts Spring 2013, Tourism Research
Australia). The middle class in China and India is growing

at an unprecedented rate and in the coming decades is

forecast to be one of the main drivers of the global economy.
A study by the Organisation for Economic Cooperation

and Development (OECD) refers to this shift in wealth from
west to east as a “new global economic reality” (OECD
Development Centre, Working Paper 285, 2010).

The study notes that China’s middle class of 157 million
people (12 per cent of its population) is already one of the
world’s largest consumers of retail goods such as cars and
mobile phones. It also notes that the Indian middle class is
predicted to increase from 5-10 per cent of its population or
50 million people today to 580 million in 2025.

The experiences and destinations sought by tourists from
China and India are also changing. For example the group
travel experience most commonly associated with Chinese
travellers is shifting towards more free and independent
travel (Tourism Australia, New Distribution Strategy). Tourism
Australia has published research to help understand
consumer demand from these markets. Figures 2.2b and
2.2c present a summary of survey responses which shows
the factors that Chinese and Indian travellers seek when
choosing a destination versus the extent to which Australia is
associated with each of these factors.

The Sunshine Coast has a significant competitive advantage
and immense potential to become a major holiday
destination sought after by international travellers. Expansion
of the airport would enable flights to and from Asian
destinations and is critical to facilitating tourism growth.

The economic analysis discussed later in the chapter
discusses in detail the benefits the project will bring to
the Sunshine Coast economy in terms of job creation and
contribution to Gross Regional Product.

2.2.4 Consequences of not doing the Project

The implications of not proceeding with the project can be
best be summarised as the foregoing of potential benefits
the project brings as described in this chapter. In essence
the capacity of Sunshine Coast residents and businesses
to access new destinations/markets via the airport would
remain unchanged and the airport would not meet Sunshine
Coast Council’s (SCC) objectives in terms of the airport
growing to support a growing Sunshine Coast economy.
Added to that lost opportunity however is the potential for
SCA over time to lose the exemption from CASA that it
currently operates under.

The loss of the exemption would severely constrain airline
operations at SCA. The inability to operate code 4C aircraft
would restrict operations at SCA to the extent that the airport
would become unviable for most airlines. The airport would
therefore at best become a smaller regional airport with no
international markets, limited domestic markets and higher
costs for a much reduced number of travellers.

The effect of downgrading the airport would be a substantial
impact to the State, regional and local economies. By 2040,
the forecasts indicate that almost 2.4 million passengers per
year could be lost to the airport. This significant number of
travellers would be forced to commute to alternative airports.
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Figure 2.2b: Chinese consumer travel profile (Consumer Demand Project, Tourism Australia, 2014)
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The projected gross regional product contribution of

$4.1 billion over the period of 2020 to 2040 (see section
2.6.5) would not be realised if the project did not proceed
and the airport was downgraded. There would also be added
costs and therefore disincentives for doing business on, or
visiting, the Sunshine Coast due to the increased travel costs
arising from the loss of direct Regular Passenger Transport
(RPT) services. In essence, this scenario would cause a
substantial and permanent negative impact on the economy
of the Sunshine Coast and, in particular, its tourism industry.

2.3
EXISTING AND FORECAST AIRCRAFT
AND PASSENGER DEMAND

The following sections describe both the historical trends
and aircraft movements at Sunshine Coast Airport as well
as the methodology used to determine future passenger
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and aircraft movement forecasts associated with the Project.
These forecasts are the result of the estimation of a range
of factors and how these factors will change in the future.
Therefore, three scenarios for future aviation activity levels at
SCA were assessed to reflect the range of factors included
in the estimation, they are:

¢ Conservative Growth Forecasts
* Baseline Growth Forecasts
e Aggressive Growth Forecasts.

For the purposes of this Environmental Impact Statement
(EIS), the baseline forecasts have been adopted for the
assessment of impacts of the Project. These baseline

air traffic forecasts are a key input to a number of other
assessments in the EIS including:

e Economics (this chapter)

* Road traffic (Chapter B14)




e Aircraft emissions (Chapter D4)

e Aircraft noise (Chapter D3).

2.3.1 Historical passenger trends and
aircraft movements

Figure 2.3a shows significant variation in passenger growth
over the past two decades at SCA, from positive growth of
102.2 per cent from FY1993 to FY1994 to negative growth of
minus 22.6 per cent from FY2000 to FY2001. In summary:

e Passenger traffic has increased at a Compound Annual
Average Growth Rate (CAAGR) of 10.9 per cent from
100,150 total passengers in Financial Year (FY) 1992 to
790,002 in FY2012

e Growth rates have varied significantly over the past
two decades

e Passengers were at their highest level in FY2011,
at 908,851

e Passenger traffic decreased 14.4 per cent in second
half of CY2012 compared to the second half of FY2010
due to changes in airline capacity and other macro-
economic factors.

Figure 2.3b shows that RPT aircraft movements have
remained relatively stable at around 6,000 annual movements.

Figure 2.3a: Historical passenger traffic (FY1992 - FY2012)

General aviation and helicopter activity

As shown in Table 2.3a, fixed wing general aviation
operations at SCA have decreased over the past five years
while helicopter movements have increased substantially.
Helicopter movements have grown largely as a result of
increased helicopter training activities at the airport.

Factors affecting airline service

Factors that have affected airline service growth in the past
and could continue to affect growth in the future at the
airport include:

e Economic growth including population, employment,
income and exchange rates

* Airline services including destinations, aircraft types, fares
and route strategies

e Airline competition

e Passenger characteristics including purpose for travel
and origins and destinations

* Tourism patterns including changes in tourism
infrastructure and marketing

e Events including natural disasters, economic crises,
and investments.

These factors are examined in detail in the forecast analysis
sections following.
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Figure 2.3b: Historic aircraft movements (FY 2007 - FY 2012)
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Table 2.3a: Fixed wing general aviation and helicopter movements (FY2007 — FY2012)
Movements CAAGR
FY2007~
Description FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2012
General Aviation 29,782 33,202 25,568 20,902 26,814 25,168 -3.3%
Growth 11.5% -23.0% -18.2% 28.3% -6.1%
Helicopter 40,314 52,120 45,300 39,698 44,948 60,302 8.4%
Growth 29.3% -13.1% -12.4% 13.2% 34.2%
Total 70,096 85,322 70,868 60,600 71,762 85,470 4.0%
Growth 21.7% -16.9% -14.5% 18.4% 19.19%
Source: Airservices Australia, July 2012
2.3.2 Approach to forecasting The forecasts represent an update to the 2007 Master Plan

Forecast. The forecast takes into account historical data
and information available since the previous forecasts were
prepared. Subsequent to the publication of the 2007 Master
Plan Forecast, the global financial crisis (GFC) has peaked
and is in the process of being resolved in most areas of the
world, although continued weakness and new issues exist in
many regions.

The forecasts have been prepared for this EIS based on a
review of previous forecasts, the compilation of airport and
other data and discussions with relevant local and national
stakeholders in the airline and tourism industry associated
with the area.
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Previous forecasts could only speculate about the depth

and length the financial crisis might take. We now see that
Australia has weathered the economic storm better than
many other nations and air traffic in general has recovered to
historical growth rates.

This forecast also takes into account the further evolution of
changes in strategy at airlines serving the airport, including
the growth in Low Cost Carriers (LCCs) in Australia and

the region.

Recent local economic changes are taken into account
including the recovery from the global financial crisis and
efforts in government and business to improve economic
growth on the Sunshine Coast.

2.3.3 Forecasting methodology

Due to the dynamic nature of historical airline traffic at the
airport, a unique approach is required to determine potential
future growth scenarios for traffic at the airport. Airline traffic
at the airport has been subject to significant changes over
time, primarily due to airline service changes. Therefore,
traffic levels have not always followed a traditional correlation
with economic activity in the region.

For this reason, both a top-down and a bottom-up approach
to developing this forecast update was adopted. The
intention has been to understand economic and other macro
drivers of growth, micro strategic changes in the airline
industry, and local industry and policy changes that could
result in changes to future airline traffic at the airport.

As demonstrated by the Forecast Assumptions, passenger
and aircraft movement forecasts are the result of the
estimation of a range of factors and how these factors will
change in the future. Therefore three scenarios for future
aviation activity levels at SCA were assessed to reflect the
range of factors included in the estimation:

¢ Conservative Growth Forecasts
* Baseline Growth Forecasts
e Aggressive Growth Forecasts.

Whilst the Baseline Growth Forecast is considered the most
appropriate for assessment purposes, the actual growth

in the passenger and aircraft movements may vary. The
range of the Conservative and Aggressive Growth Forecasts
provide a sensitivity test for the Baseline Forecasts.

Variation from the Baseline Growth Forecast would not
change the reasoning behind the expansion of the airport
which is strategically... “to stimulate and support the
growing regional economy of the Sunshine Coast.”

For the purposes of the EIS, domestic and international
forecasts have been aggregated. Freight has not been
considered separately as it is transported in the holds

of passenger aircraft. Nevertheless, the project offers
opportunities to increase freight to international destinations.

Forecast assumptions

In general, compared to earlier forecasts (SCA Forecast
Report, 2009), this updated forecast assumes a higher
growth rate in the near term. This is based on the
assumption that growth will ‘catch up’ after a period

of slow and declining growth from the GFC and Tiger
Airlines departure from SCA. All the forecasts also assume
the following:

* An expected level of increase due to multiple large
projects in planning stage or underway on the Coast
such as the Maroochydore Principal Regional Activity
Centre (PRAC), the Sunshine Coast Hospital and other
proposed developments

e Some growth in traffic resulting from the continued
growth of the resources sector of the Australian
economy, for example through introduction of new
services to resource sector markets such as Emerald,
Mackay and Gladstone

e Expansion of international markets such as the already
established New Zealand service, expansion of other
trans-Tasman services in the long term and growth in
tourism from China and other Asian markets

¢ The important and significant development of the new
runway which removes operational constraints and
enables expansion of jet traffic after 2020

e General positive growth trends in Asia including Korea
which Boeing forecasts will have growth rate of 6.7 per
cent for the next twenty years.

Top-down macro forecast methodology

Air travel generally correlates closely with overall socio-
economic activity in a region, including income and
population growth.

These factors have been analysed and used to determine
general long term trends in air travel activity that could

be expected to occur over time, understanding that

these factors only partially explain historical traffic at the
airport, creating the need for evaluation of other factors as
discussed below.

Bottom-up micro forecast methodology

In addition to socio-economic activity, several other
bottom-up factors have been considered for inclusion in
the development of forecast scenarios. Evaluation of these
factors is based on research regarding local economic
changes and opportunities, and discussions with economic
stakeholders in the region.

Bottom-up factors evaluated include potential local tourism
infrastructure development as well as infrastructure
investment in other industries in the region. Potential
changes in airline capacity were considered that

could capture new and developing markets, as well as
traffic currently lost to service providers outside of the
Sunshine Coast.
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Factors restricting potential future growth were also
evaluated including continued constraints at the airport,
constraints on other tourism infrastructure and potentially
slower growth in other sectors of the economy.

Regression analysis

Regression analysis that was performed in the evaluation
of the forecasts was considered to be less than optimal in
terms of accuracy due to the fluctuations in the historical
data for SCA that the tend to both understate, and over
state, potential future values. For example, the dramatic
growth that occurred during the last decade at the airport
was primarily due to the structural change in the airline
industry that brought LCC operations to the airport and
greatly expanded the affordability of travel in the area, as
well as across the country and region. This was a structural
change in the industry rather than a long-term trend.

This LCC structural change has had similar impacts in
other places, where traffic has increased dramatically and
continued to increase at higher growth rates than the

past, but not as high as the initial LCC introductory phase.
Additionally, the slow growth that has occurred recently
due to operational issues and the withdrawal from SCA of
TigerAir, combined with GFC economic effects on air travel
are not good predictors of long-term trends at the airport.

2.3.4 Baseline, Aggressive, and
Conservative forecasts

Three scenarios for future aviation activity levels at SCA
were assessed:

* Baseline growth forecasts

* (Conservative growth forecasts

¢ Aggressive growth forecasts.

Assumptions for the Baseline Growth forecasts

The following assumptions were made for the Baseline
Forecast:

e The recent recession will not create long term structural
change in the economy, but rather, that the economies
of Europe and the United States of America (USA)
will eventually return to rates growth closer to these
experienced in the past

e The Australian dollar will weaken slightly from current
levels as the difference between the resources sector
and the other sectors of the economy is reduced creating
more stable, even growth across the Australian economy

e Low cost carrier services will continue to expand
throughout Asia and Australia further stimulating
increasing demand for travel, noting that the LCC’s
impact on growth is less in established LCC markets
when compared to new LCC markets

* The larger development projects currently underway or
planned come to fruition on the Sunshine Coast
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e Demand for long distance commuter (LDC) traffic will
grow and be captured through current charter operations
as well as newly established RPT to destinations in
the region that specialise in the resources section of
the economy

¢ Long-term expansion in international services beyond
New Zealand to new markets in China, South East Asia
and elsewhere.

Assumptions for the Conservative forecasts

The Conservative Growth Forecasts assume a lower

growth rate in traffic due in part to an assumed longer-term
continuation of economic difficulties in Europe and US. The
following assumptions were made for the conservative case:

e Continued low economic growth in Europe and the USA
with flow effects to growth rates in China

e Mounting evidence in China suggests that the economy
is slowing more dramatically than previously assumed.

e Although it is expected that the country will continue
to grow, growth may be at slower rates than forecast in
the past

e Continuation of a strong Australian dollar, making
destinations outside of Australia more attractive and
affordable for travellers than destinations within the
country. The strong dollar could also have other
potential negative influences on the Australian economy,
particularly export sectors

e The airlines ability to quickly respond to market forces
is hampered by ongoing financial and industrial
relations issues

e QOther potential negative influences that could result in
traffic forecast in the low scenario include continued high
and potentially increasing fuel prices and other events
such as natural disasters, pandemics, or financial crises.

Assumptions for the Aggressive Growth forecasts

The Aggressive Growth forecasts assume that a significant
combination of most of the qualitative and quantitative
issues outlined in other scenarios combine in positive ways
to elevate the Sunshine Coast to higher levels of economic
activity and growth. This scenario assumes that some or
most of the large projects on the coast will be completed.
Assumptions adopted in the aggressive scenario are:

e Local projects are completed, including the University
of the Sunshine Coast hospital, the Maroochydore
PRAC, with increased convention centre space and
Bruce highway upgrading, both North and South of the
Sunshine Coast

e Under this scenario it is assumed these projects would,
have significant effects on aviation demand, both for
domestic and international travel.

All of these projects work symbiotically with airport
expansion projects and contribute to a higher level of
business and tourism activity:



e Economic growth will be stronger, population growth and
workforce participation will be higher, and all of these
factors will result in a higher level of growth in airport
traffic supporting the activity, as well as an increase
in the capture of passenger volume currently leaking
to Brisbane.

In terms of airline service, the aggressive growth scenario
assumes that international service to New Zealand will
become more viable, without operational restrictions, and
that other international markets will be opened up with direct
services to the Sunshine Coast.

e International growth is assumed to come particularly
from New Zealand, as it is already an established origin
for international tourists, but more from China and other
Asian origins

e (China has already grown to become the second
largest tourism origin in Australia, and likely will soon
be second behind New Zealand. Due to the growth
trend of Chinese tourism, and the large population with
growing incomes in the country, it is assumed that this
will be a large growth origin market for Australia and the
Sunshine Coast

e Additionally, some of the Chinese airlines have small-
capacity long-haul aircraft (such as 220~280 seat
aircraft) that are better suited to the Sunshine Coast’s
market size than the large long-haul LCC aircraft
(such as Scoot’s 400-seat Boeing 777s) that currently fly
to Gold Coast Airport.

2.3.5 Aviation activity forecasts

For the purposes of this EIS, the baseline forecasts have
been adopted for the assessment of project related impacts.

Passenger movements

Summarised in Figure 2.3c and Table 2.3b, are the annual
passenger movements for each of the three forecast
scenarios for the forecast period.

Aircraft movements

Table 2.3c summarises the annual aircraft movements for
each of the three forecast scenarios for the forecast period

Seats and passengers per commercial aircraft movement

Table 2.3d summarises the seats and passengers per
commercial aircraft movement assumed for each of the three
forecast scenarios for the forecast period.

Figure 2.3c: Historical and forecast passenger movements: Sunshine Coast Airport (1995-2040)
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Table 2.3b: Passenger movements forecasts: Sunshine Coast Airport (2012 — 2040)

Actual Forecast CAAGR
Passenger movements 2012 2018 2020 2030 2040 2012-2040
Baseline scenario 1,168,449 1,288,215 2,098,367 2,959,954 4.8%
Conservative scenario 943,304 991,058 1,268,639 1,623,965 2.6%
Aggressive scenario 1,185,580 1,332,118 2,385,620 3,704,795 5.7%
Actual 790,002
FORECAST CAAGR
Passenger movements (CAAGR) 2012-2018  2018-2020 2020-2030 2030-2040 2012-2040
Baseline scenario 6.7% 5.0% 5.0% 3.5% 4.8%
Conservative scenario 3.0% 2.5% 2.5% 2.5% 2.6%
Aggressive scenario 7.0% 6.0% 6.0% 4.5% 5.7%

Estimated Forecast CAAGR
Busy day passenger movements 2012 2018 2020 2030 2040 2012-2040
Baseline scenario 2,842 4,280 4,700 7,660 10,810 4.9%
Conservative scenario 2,842 3,460 3,620 4,630 5,930 2.7%
Aggressive scenario 2,842 4,350 4,870 8,710 13,540 5.7%
Estimated Forecast CAAGR
Busy hour passenger movements 2012 2018 2020 2030 2040 2012-2040
Baseline scenario 710 880 870 1,080 1,790 3.4%
Conservative scenario 710 730 720 770 1,140 1.7%
Aggressive scenario 710 880 870 1,230 2,280 4.3%
Table 2.3c: Annual aircraft movement forecasts: Sunshine Coast Airport (2012 — 2040)

Actual Forecast CAAGR
Aircraft movements 2012 2018 2020 2030 2040 2012-2040
Commercial aircraft
Baseline scenario 5,559 8,020 8,900 13,660 18,210 4.3%
Conservative scenario 5,559 6,470 6,850 8,260 9,990 21%
Aggressive scenario 5,559 8,140 9,210 15,530 22,800 5.2%
General aviation 25,168 27,720 29,370 35,630 35,630 1.3%
Helicopters 60,302 66,420 70,390 85,390 85,390 1.3%
FORECAST CAAGR
Aircraft movements (CAAGR) 2012-2018  2018-2020 2020-2030 2030-2040 2012-2040
Commercial aircraft
Baseline scenario 6.3% 5.3% 4.4% 2.9% 4.3%
Conservative scenario 2.6% 2.9% 1.9% 1.9% 21%
Aggressive scenario 6.6% 6.4% 5.4% 3.9% 5.2%
General aviation 1.6% 2.9% 2.0% 0.0% 1.3%
Helicopters 1.6% 2.9% 2.0% 0.0% 1.3%

Actual Forecast CAAGR
Average aircraft movements per day 2012 2018 2020 2030 2040 2012-2040
Commercial aircraft
Baseline scenario 220 244 374 49.9 4.3%
Conservative scenario 177 18.8 22.6 274 21%
Aggressive scenario 22.3 252 425 62.5 5.2%
Actual 15.2
General aviation 69.0 75.9 80.5 97.6 97.6 1.3%
Helicopters 165.2 182.0 192.8 233.9 2339 1.3%
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Table 2.3d: Assumed seats and passengers per commercial aircraft movement: Sunshine Coast Airport (2012 - 2040)

Actual Forecast CAAGR
:ﬁz::fff;:‘?e"r:‘zﬁgia' 2012 2018 2020 2030 2040 2012-2040
Baseline scenario 175.0 172.0 170.2 180.7 191.2 0.3%
Conservative scenario 175.0 172.0 170.2 180.7 191.2 0.3%
Aggressive scenario 175.0 172.0 170.2 180.7 191.2 0.3%
Actual Forecast
SIELIE SR Bl 2012 2018 2020 2030 2040
Baseline scenario -3.0 -1.8 10.5 10.5
Conservative scenario -3.0 =T 10.5 10.5
Aggressive scenario -3.0 -1.8 10.5 10.5
Actual Forecast CAAGR
zgﬁf;';?;': o vement 2012 2018 2020 2030 2040  2012-2040
Baseline scenario 1421 146.2 144.7 153.6 162.5 0.5%
Conservative scenario 1421 146.2 144.7 153.6 162.5 0.5%
Aggressive scenario 1421 146.2 144.7 153.6 162.5 0.5%
Actual Forecast
Commercial aircraft load factors 2012 2018 2020 2030 2040
Baseline scenario 81.2% 85.0% 85.0% 85.0% 85.0%
Conservative scenario 81.2% 85.0% 85.0% 85.0% 85.0%
Aggressive scenario 81.2% 85.0% 85.0% 85.0% 85.0%

2.3.6 Busy day and busy hour profiles

In considering airport capacity and forecasting, it is accepted
industry practice to plan around a typical or representative
busy day rather than the day with the maximum movements.

Methodology

Development of the busy day flight schedules for SCA

is based, in part, on the busiest day in a recent month

(July 2012). The busy day used for analysis was similar to the
IATA busy day definition of the second busiest day during

an average week during the peak month. A more recent day
was used, rather than a day in the previous fiscal year since
it was similar in volume, but with more recent operational
schedules, which was considered more representative of
potential future service levels.

The following can be said of the busy day schedules:

e Future busy day flight schedule forecasts were based on
the passenger and movement forecasts with appropriate
ratios applied

e For busy hour projection, some smoothing of operations
was implemented as the Airport operations mature to a
more typical operation

e Overall, the operations during the forecast busy
hour grow, but at a lower rate than passenger
movements grow.

The methodology employed is due, in part, to the unique
nature of SCA’s current demand and operations, which are
primarily focused on serving domestic passengers travelling
for leisure purposes and to visit friends and relatives (VFR):

* Through the qualitative analysis and build-up of a
potential future flight schedule, the forecast assumes
growth in business traffic and earlier morning flights with
the introduction of overnighting aircraft that will arrive in
the later evening, overnight at the airport, and depart in
the morning hours

* The schedule also assumes new turboprop aircraft
operations to mining sector regions and international jet
operations to China and other Asia origins

A2-29

ENVIRONMENTAL IMPACT STATEMENT



I
A2

BACKGROUND TO THE PROJECT

* As these new and different types of operations are
introduced at the airport, further smoothing over
time periods during the day will occur and the Busy
hour operation levels will grow at a slower rate than
overall operations.

Runway development scenarios

Schedules have been produced for three primary runway
scenarios (see Chapter A3 — Options and Alternatives for
more detail on each):

New Runway Scenario. This scenario assumes that a

new runway will be built at the airport to accommodate
unrestricted narrow-body and wide- body aircraft operations
to unlimited domestic and international destinations.

Do Minimum Scenario. This scenario assumes that the
airport will do minimum work on the existing runway to
avoid future restrictions imposed by CASA that could limit
operations to turboprop aircraft only. This scenario is limited
to narrow-body and turboprop destinations to domestic and
trans-Tasman international destinations only.

Do Nothing Scenario. This scenario assumes no runway
work is completed and the airport is restricted to primarily
turboprop aircraft and jet aircraft smaller than Code 4C soon
after the 2020 forecast.

Busy day and busy hour flight schedules

Summarised in Table 2.3e are the busy day and busy hour
commercial aircraft movements for each of the three forecast
scenarios for the forecast period.

NEED FOR THE PROJECT

Detailed busy day and busy hour flight schedules for

2020 and 2040 showing aircraft type and potential port of
destination are included in Appendix A2:A. Appendix A2:B
includes Busy Day and Busy hour flight schedules for all
years assessed.

2.3.7 Ultimate Runway Capacity

The proposed runway configuration of one jet capable
runway with turning loops at each end will enable a
maximum of 12 RPT take off movements per hour based on
the following assumptions:

e RWY 18 is most commonly the duty runway
e A 25 km taxiing distance from the RPT apron
* A typical taxying speed of 40 km/h

¢ An expected runway “occupancy period” of 5 minutes
per take off.

This “ultimate” capacity is reduced in practice by weather
conditions, the use of RWY 13/31 by general aviation aircraft
and the need to avoid wake turbulence between large and
small aircraft operations. It should also be noted that the
expansion of the RPT apron would see a capacity of

7 Code 4C aircraft, each with a typical turnaround time of
40 minutes reducing the capacity of the expanded airport to
a maximum of 10 RPT services per hour.

It is stressed that this is a figure well beyond the likely
demand for services as evidenced in the forecasts included
in this chapter and beyond the planned capacity of the
airport terminal building.

Table 2.3e: Forecast aviation activity for 2012-2040 - runway development scenarios

Actual Forecast CAAGR
Busy day commercial
aircraft movements 2012 2018 2020 2030 2040 2012-2040
Average week day 15.0
Baseline scenarp (based on 20 29 33 50 67 4.4%
average/busy ratio)
Conservative scenario (based on 50 o4 o5 30 36 21%
average/busy ratio)
Aggressive scenario (based on 20 30 34 57 83 5.006
average/busy ratio)

Actual Forecast CAAGR
Busy hour commercial
aircraft movement 2012 2018 2020 2030 2040 2012-2040
2012 busy hour = 12:00-12:59 5.0
Baseline scenario © 6 6 9 11 2.9%
Conservative scenario © © 5 6 7 1.2%
Aggressive scenario © 6 6 10 14 3.6%
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2.41 The Sunshine Coast’s competitive
advantages

It is useful to identify a region’s unique strengths and
competitive advantages to identify opportunities for future
economic growth. This Section outlines the economic profile
of the Sunshine Coast LGA, including the Gross Regional
Product (GRP), and leading industries and businesses

for employment.

The Sunshine Coast is fortunate to have numerous
competitive advantages that can assist in generating
economic returns in the future:

e SCA and the Aerospace Precinct: Offers daily direct
services to Sydney and Melbourne, provided by Jetstar,
and Virgin Australia. International flights to Auckland
are also provided on a twice weekly seasonal basis. The
Project will increase capability and opportunities for
aircraft support services and training. Caloundra Airport
is located 29 km to the south of SCA and caters to
helicopters and light aircraft, as well as being home to a
number of specialist aviation service providers

* Accessibility: The Bruce Highway and Sunshine
Motorway provide the main connections to Brisbane
(approximately 1-1.5 hours)

e Agricultural production: The Sunshine Coast produces
a variety of agricultural products including, ginger,
vegetables, macadamia nuts and a variety of sub-tropical
fruits. The climate is well suited to agriculture and the
region receives relatively good levels of rainfall

e Existing brand: The Sunshine Coast is a recognised
‘brand’ that represents a clean, natural and beautiful
environment. This reputation is well known in Australia
and is acknowledged internationally. Brand recognition is
incredibly valuable. For many companies or products, the
value association with such a strong brand is important

e University of the Sunshine Coast, Central Queensland
University, TAFE and Innovation Centre: USC, CQU and
TAFE provide considerable capability in education and
skills training. The innovation centre provides a strong
platform to grow high technology companies

e Health infrastructure: The Queensland Government is
investing $2.03 billion Sunshine Coast University Hospital
at Kawana. This hospital is due to open with 450 beds in
2016, expanding to 738 beds by 2021. This infrastructure will
provide a considerable boost to health sector employment
and act as a catalyst for other health related services

e Labour specialisation: The Sunshine Coast has a
relatively high labour specialisation in certain sectors
(certain types of manufacturing, cultural and recreational
services, and health and community services). It also
has capabilities in environmental management and
marine professional services, information technology and

communications, aviation, and education

e Arts and creativity: The Sunshine Coast is home to potters,
painters, leather workers, glass artisans, timber and stone
carvers and artisans in precious metals. These businesses
also support the Sunshine Coast’s numerous arts and
crafts shops, galleries and markets including the Eumundi
Markets, which is one of the biggest in Queensland

e Quality of life: The Sunshine Coast has an envious
lifestyle and high quality of life featuring diverse natural
landscapes including more national parks than any other
Queensland region, pristine beaches, and a subtropical
climate. Accessibility to the region will be a key element
in building on the region’s competitive advantage.

The indicators that underpin the competitive advantages
of the Sunshine Coast region including demographic
characteristics and the labour market are shown in
Table 2.4a and summarised in this section.

2.4.2 Gross Regional Product

Gross Regional Product (GRP) is the measure of the size
of a regional economy. It is similar to Gross State Product
(GSP) for a State and Gross Domestic Product (GDP) for
a country.

The Sunshine Coast economy is estimated to have recorded
GRP of $13.8 billion in the 2010-11 financial year. Over a five
year period between 2006-07 and 2010-11, the Sunshine
Coast economy grew by an average of 7.2 per cent annually
(as reflected in Figures 2.4a and 2.4b).

While the Sunshine Coast has declined from a peak growth
of 11 per cent in 2007-2008, the Sunshine Coast economy
has recorded firmer growth in GRP than the Queensland
economy (GSP) since the GFC, except for 2008-09 when the
GFC’s affects were most strongly felt on the Sunshine Coast.

2.4.3 Industry contribution to GRP

The contribution to GRP can be estimated by industry group
to understand the relative contribution of each industry
group to the regional economy (refer Figure 2.4c). The top
ten industry groups on the Sunshine Coast are estimated to
account for around 62 per cent of the regional economy.

The construction industry represents the largest contribution
to GRP in the Sunshine Coast economy. Having a strong
construction sector is often associated with areas that

have high levels of population growth, given the demand
population growth places on residential development.

Finance, manufacturing and professional services also make
important contributions to the Sunshine Coast economy. Their
significant contributions to GRP are paired with relatively
lower levels of employment, indicating that these sectors
provide a relatively higher value per employee to the economy.
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Table 2.4a: Economic baseline summary

Sunshine Coast LGA, 2011 Total employment Employment
Key indicators Unit Sunshine Coast LGA
Employment No. 117,133
Unemployed No. 7,318
Unemployment rate % 59
Gross Regional Product $M 13,815
Population No. 338,427
Population growth (historic) % 31
Population growth (forecast) % 21
Median age Age 42
Dwelling structure — separate dwellings % 76.6
Dwelling structure — attached dwellings % 234
Total tourism visitors No. 7,896,000
Total expenditure M 2,188
Average weekly income $ 953
Industry of employment — retail trade No. 25,360
Industry of employment — health care and social assistance No. 21,113
Industry of employment — construction No. 20,859
Industry of employment — accommodation and food service No. 15,869
Industry of employment — manufacturing No. 12,240
Business count No. 34,548

Source: Urbis, AEC Group, ABS

Figure 2.4a: Gross Regional Product
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Figure 2.4b: Gross Regional Product growth
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Figure 2.4c: Gross Regional Product by top 10 industries
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The relatively high contribution to the economy by retail trade,
and accommodation and food services (9.3 per cent and

4.2 per cent of GRP) highlight the strong tourism sector in
the region, as these are the two industry sectors that benefit
most from tourist visitation. By comparison, at the national
level, retail trade and accommodation and food services
represents 4.4 per cent and 2.2 per cent to Australian Gross
Domestic Product.

2.4.4 Number of businesses

Consistent with the GRP figures, the Construction industry
has the highest number of businesses of any industry in the
region (refer Figure 2.4d). The significantly high number of
Construction businesses indicates that these are likely to be
mostly small scale businesses, equating to $189,000 in GRP
per business.

Rental, Hiring and Real Estate Services is the second

largest industry sector by business count though it has a
relatively low GRP contribution per business of $126,000.

In contrast Financial and Insurance Services has a high GRP
contribution per business of $585,000 indicating these are
more substantial businesses.

Figure 2.4d: Business count by top 10 industries

NEED FOR THE PROJECT

2.4.5 GRP per employee

GRP per employee provides an indication of the relative
economic productivity of each industry sector. It combines
industry sector GRP data with employment data to develop
a GRP per employee metric.

When considering the economic benefits of the project, in
addition to considering the total number of jobs created,

it is important to consider how much GRP each individual
employed person will contribute based on their industry. This
enables projects to understand the industries that provide
the highest GRP per Employee to enable to increase the
economic productivity of a region.

As noted previously the industry’s most likely to see stimulus
from the Project are Aviation, Retail Trade, Accommodation
and Food Services, Transport, Postal and Warehousing,

and Construction.

Both Retail Trade, and Accommodation and Food Services
are towards the lower end of GRP per employee, while
Construction, and Transport, Postal and Warehousing
provide a moderate benefit. Opportunities may exist to
improve these industry offerings and GRP per Employee,
such as by targeting higher-end tourism or developing a
logistics hub.
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Table 2.4b: Gross Regional Product per employee

GRP Employed people GRP/employee

Industry ($M) (No.) %)
Financial and insurance services 1,284 4,831 265,783
Mining 38 272 139,706
Information media and telecommunications 287 2,195 130,752
Wholesale trade 443 3,494 126,789
Electricity, gas, water and waste services 240 1,938 123,839
Rental, hiring and real estate services 576 5,321 108,250
Agriculture, forestry and fishing 390 4,345 89,758
Transport, postal and warehousing 456 5,436 83,885
Professional, scientific and technical services 756 9,683 78,075
Construction 1,622 20,859 72,966
Manufacturing 860 12,240 70,261
Public administration and safety 471 6,978 67,498
Administrative and support services 296 5,217 56,738
Education and training 519 9,170 56,598
Health care and social assistance 1,180 21,113 55,890
Retail trade 1,279 25,360 50,434
Other services 240 6,184 38,810
Accommodation and food services 586 15,869 36,927
Arts and recreation services 72 2,510 28,685

Source: AEC Group, Urbis

Financial and insurance services and mining are currently
the largest contributors to GRP per employee in the region.
In particular the mining sector is dependent on accessibility
into and out of the region. Continuation and potential growth
in this sector is likely to leverage off the development of
improved local airport infrastructure.

2.4.6 Labour market

The labour market analysis of the Sunshine Coast region
incorporates the unemployment rate and employment profile
by occupation and industry (refer Figures 2.4e and 2.4f).

Unemployment Rate

The unemployment rate on the Sunshine Coast in
December 2011 was 6.1 per cent. The unemployment

rate on the Sunshine Coast has been consistently above
Queensland, which is common with many lifestyle regions.
The participation rate, which measures the amount of people
in the workforce, was 62.9 per cent in December 2011, lower
than Queensland levels, which is again consistent with
lifestyle regions.

The Sunshine Coast experienced significant growth in
labour force numbers from June 2004 through to June
2008, coinciding with an increase in development activity
within the LGA. The labour force peaked in June 2011 at
122,035 workers.

The unemployment rate in the Sunshine Coast softened
during the annual period of 2011 to end at 6.1 per cent,
coinciding with an increase in the labour force, indicating
that the number of new jobs generated during this period
was enough to absorb the additional workforce.

Despite a temporary deceleration in 2009 (related to the
effects of the GFC), the trend shown by the Sunshine
Coast labour force figures between 2004 and 2011 can be
described as one of constant growth.

Employment by occupation

2011 Census data is not yet available for employment.
Information on the Employment profile for the Sunshine
Coast and Queensland has been drawn from internal
Sunshine Coast Council reports and statistics for the State
Government (Office of Economic and Statistical Research).
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Figure 2.4e: Labour force and unemployment rate

Labour Force and Unemployment Rate
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Figure 2.4f: Employment by occupation

Employment by Occupation
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Generally the Sunshine Coast displays a similar occupation
profile to Queensland, with the same ranking for the top
three occupations. The major differences are that the
Sunshine Coast has:

* A higher proportion of Sales Workers, reflective of the
strong retail component of the economy

* A lower proportion of Machinery and Operators and
Drivers, associated with the lower level of manufacturing
occurring on the Sunshine Coast

* A lower percentage of labourers consistent with the low
proportion of younger persons in the region.

Employment by industry

From an employment perspective the dominant industries
on the Sunshine Coast are Retail Trade (15.6 per cent of

the working population), Health Care and Social Assistance
(18 per cent), Construction (12.8 per cent), Accommodation
and Food Services (9.7 per cent), and Manufacturing

(7.5 per cent) (refer Figure 2.49g). Together, these five industry
divisions provide employment to 58.6 per cent of the working
population in the region. It is important to note that this
employment data reflects place or work, not the worker’s
place of residence. Thus these figures do not capture

the potentially significant number of mining and resource
workers living on the Sunshine Coast and working under

Fly In Fly Out arrangements in other parts of Queensland
and Australia.

Figure 2.4g: Employed persons by top 10 industries

Research commissioned by the Sunshine Coast Council
and provided by KPMG in November 2013 provides insights
into the scale of the Long Distance Commuting (LDC)
workforce residing on the Sunshine Coast. Of the 4,120 LDC
workers residing on the Sunshine Coast in 2011, the largest
proportion (800 workers) were travelling to Brisbane. The
Bowen Basin (570 workers) was the second most popular
destination. Other Mining regions also featured as popular
destinations, including the Pilbara (153 workers), and
North-West Queensland (156 workers). The significance of
the Sunshine Coast as a residential location for resource
region workers is noted as a driver for the expansion of the
Sunshine Coast Airport, reflecting the mobility of the local
workforce. There appears to be a certain attraction for LDC
workers to live in areas of high amenity with air transport
facilities and commute to their place of work.

The industries most likely to see on-going stimulus from the
Project are Aviation, Retail Trade, Accommodation and Food
Services, and Transport, Postal and Warehousing. Equally,
Construction will receive a boost during the construction

of the airport expansion, and there is a strong potential

that other industries would leverage off the improved
transport infrastructure with easier access for tourists and
business travellers.
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2.5
POLICY AND CONTEXT AND
LEGISLATIVE FRAMEWORK

The future growth of the Sunshine Coast economy will

be influenced by decisions made by local, State and the
Commonwealth government. This section outlines the
current policy directions that are most relevant to the Project:

2.5.1 Commonwealth Government

2.5.11 Infrastructure Australia (IA)

The key function of IA is to develop a strategic blueprint
for the nations long term economic infrastructure needs,
including transport, water, energy and communications.
The project is an investment in the necessary economic
infrastructure central to diversifying the Sunshine Coast
Regional economy.

2.5.1.2 Regional Development Australia (RDA)

The RDA Sunshine Coast is one of 55 local RDA committees
across Australia. The Sunshine Coast Regional Roadmap
2013-2016 “recognises the positive economic and social
implications of the proposed upgrade [of Sunshine Coast
Airport] on tourism, mining (FIFo), aviation as well as general
export and trade opportunities. The project is essential
towards meeting the region’s economic development needs”.

2.5.2 State Government

2.5.2.1 Economic Directions Statement Queensland Airports
2013-2033

This statement outlines the State Government’s policy
settings to capitalise on the role of airports in supporting
Queensland’s economic growth. The statement recognises
SCA and the project as of economic significance to the state
by virtue of its contribution to tourism, aviation business and
employment.

2.5.2.2 The Queensland State Planning Policy (SPP)

The SPP nominates SCA is one of 23 airports of strategic
economic significance in Queensland. The SPP establishes
a range of land use planning controls intended to protect
strategic airports from inappropriate development.

2.5.2.3 South East Queensland Regional Plan (SEQRP)

The SEQRP identifies SCA as an “enterprise opportunity
area creating highly skilled jobs in knowledge based
industries as a key to economic diversity on the
Sunshine Coast”.

2.5.3 Local Government

2.5.3.1 Sunshine Coast Council (SCC) Corporate Plan 2014

Under SCC’s Corporate Plan the expansion of SCA is
recognised as one of the priority activities to deliver SCC’s
economic goals.
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2.5.3.2 Regional Economic Development Strategy 2013-2033

A key component of the economic development strategy is
the development of the coast’'s economy to be less reliant on
local consumption and to generate wealth through export,
high-value industries and new investment. The region’s
infrastructure will support its participation in the global
economy. The expansion of SCA to provide an international
gateway to the Sunshine Coast is a fundamental element of
the strategy.

In addition the aviation and aerospace industry, further
stimulated by the Project, is identified is one of the
seven ‘high value’ industries upon which the economic
strategy relies.

2.5.3.3 Sunshine Coast Planning Scheme

SCC’s Planning Scheme recognises SCA as a key element
of the Coast’s infrastructure. The expansion of the airport
has been provided for in the scheme’s strategic planning
and development control provisions. The scheme addresses
not only the development of the airport itself but also the
impact that the airport has upon the lands surrounding it.

2.5.4 Government investment (all levels
of Government)

The following list highlights the major programs and funding
priorities of all levels of government that will influence the
economy Sunshine Coast region:

¢ Sunshine Coast Airport Expansion

* Sunshine Coast Light Rail Project

* Maroochydore Principal Activity Centre

e Sunshine Coast Business and Technology Precinct
e Sunshine Coast University hospital

e National Broadband Network

e Bruce Highway upgrades — both north and south of the
Sunshine Coast.

2.6
ECONOMIC ASSESSMENT OF
THE PROJECT

The economic assessment of the Project has used the
baseline passenger forecasts presented in Section 2.3.4.

The Project sees pre-development and feasibility work
commencing in 2015, runway construction commencing in
2016 and the new runway becoming operational in 2020.

Existing groups of passengers from the ‘do nothing’ and
‘do minimum’ scenarios continue to fly from the Sunshine
Coast. These passengers are also augmented by new
passengers (estimated at 650,000 per annum) who now
have the opportunity to fly to new destinations from SCA.



The economic assessment considers two separate sets of Figure 2.6a summarises the methodology for undertaking a
potential project benefits: BCA for the project.

¢ Net Economic Benefits — the use of benefit cost analysis The BCA was undertaken consistent with several
(BCA) techniques to estimate whether the benefits of the guidelines including:
Project outweighs the costs from the point of view of the CASA, Cost Benefit Analysis Procedures Manual, 2010
State of Queensland
e Australian Transport Council, National Guidelines for

* Regional Economic Benefits — the use of Input/output T mar: Sys mms MEReeEmer: T Aus e, 2005

modelling techniques to estimate the contribution
of the Project to Gross Regional Product and e |A, Better Infrastructure Decision-Making Guidelines, 2010

e el Chlelermnis e Austroad, Guide to Project Evaluation, 2010

2.6.1 Methodology e The Department of Treasury (QLD), Project Assurance
Framework: Guidance Material for Cost Benefit

2.6.1.1 Benefit cost analysis Analysis, 2012.

BCA is a tool that can be used to determine whether the The measures of net economic worth considered in the

benefits of a proposed project outweigh the costs in present BCA are:

value terms. BCA is often used as a decision-making tool to
inform discussions around whether a project should proceed
or not. BCA appraises whether the benefits of a project
exceed the costs from the point of view of society as a whole.

* NPV — the present value of the incremental benefits
of the Project Case minus the present value of the
incremental costs of the Project Case. Projects with

a positive NPV have net benefits to society over the
Inputs to the BCA included: appraisa| period

* Passenger forecasts ¢ BCR — the ratio of the present value of the incremental

benefits of the Project Case to the present value of the

incremental costs of the Project Case. Projects with a

* Induced consumer demand (based on TFI, 2010). BCR greater than one have net benefits to society over
the appraisal period.

* Project construction costs

Figure 2.6a: BCA methodology for the Project
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The key parameters used in the BCA are listed in Table 2.6a.

Table 2.6a: BCA parameters

NEED FOR THE PROJECT

Parameter Value(s) applied

Discount rate

7 per cent real — as per Infrastructure Australia’s October 2010 “Better

Infrastructure Decision-Making guidelines”.

Sensitivity tests (discount rate)

4 and 10 per cent real.

As per Infrastructure Australia’s October 2010 “Better Infrastructure Decision-

Making guidelines”.

Price year

All benefits and costs are estimated in 2013 constant prices.

Evaluation year

2014 —i.e. Year 0 — 2014.

Appraisal period 2014 — 2040

20 years from the end of the capital investment

i.e. Capital expenditure (including pre-feasibility works) 2014 — 2019, benefits and
other impacts 2020 — 2040

Economic appraisal (BCA)

Costs and benefits appraised from a community or society perspective (as

opposed to the narrower perspective of the project sponsor). Includes relevant
and significant impacts that are both internal and external to the project sponsor/
service provider, such as environmental effects and travel time savings estimates.

Consumer price index

2.5 per cent (i.e. the middle of the RBA's target band).

Passenger forecasts

Baseline, conservative and aggressive passenger forecasts provided by Leading

Edge Aviation Planning Professionals (LEAPP) for the Project Case. A baseline
passenger forecast has been provided by LEAPP for the Do Minimum option.

Quantifying project benefits

Project benefits have been quantified by determining the
benefits that accrue to society (in this case associated with
avoided passenger travel to and from Brisbane airport) with
the construction of the new runway. A key assumption in
quantifying project benefits is how the forecast passenger
numbers presented in Section 2.3.4 are divided into:

e Forecast domestic passengers who transfer from other
routes (such as Brisbane Airport) due to the new runway
at SCA

e Forecast domestic passengers who are totally new and
now choose to fly because a direct service is offered by
the Sunshine Coast due to the new runway.

The BCA assumes that 30 per cent of passengers would
transfer from Brisbane Airport. This assumption is based

on work done by Tourism Futures International which found
that 70 per cent of passengers under an upgraded Sunshine
Coast airport scenario would represent induced demand and
30 per cent would represent transfer from other routes.

Avoided travel costs

Forecast domestic passengers who transfer from other
routes (such as Brisbane Airport) would now no longer have
to drive between the Sunshine Coast and Brisbane. Under
the new runway project, these people will experience the
benefits of avoiding these travel costs for example through
reduced travel time, reduced fuel, avoided accidents and
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avoided car pollution. These benefits can be calculated
using national guidelines and standard project evaluation
parameters for the Project case.

Consumer foregone surplus

The induced demand passengers are those who now choose
to fly from SCA because a direct service is offered to their
destination. These passengers were previously deterred

from travel under the Do Nothing scenario but return to the
market (and grow in number) with the airport upgrade. These
passengers represent an induced demand. In the Do Nothing
case, these people do not value their trip sufficiently to pay the
higher travel costs to drive to or from Brisbane and experience
a consumer surplus loss if the Project proceeds.

Applying economic principles, the value of this consumer
surplus is, at a maximum, just less than the full cost of the
road trip between Brisbane and the Sunshine Coast and at
a minimum, only a small fraction of the cost of the road trip
between Brisbane and the Sunshine Coast. The reason the
value has been determined this way is that currently, the
full cost of a road trip is deterring them from travel, so the
economic value of their induced demand must be less than
this full cost to induce them to travel.



In this BCA it is assumed that the consumer surplus is equal
to 25 per cent of the cost of a trip by road between Brisbane
and the Sunshine Coast (the figure is tested for robustness
in the sensitivity analysis in Section 2.6.3).

Quantifiable Project costs

All costs considered in the BCA are incremental to the
Do Nothing scenario. That is, expended only as a result of
the new works. Project costs have been developed for the
Project and include:

e Runway construction costs including development
works and construction of access roads and the
expanded apron

¢ Runway and terminal operating costs associated with
additional passenger numbers.

Operating costs have been estimated by Sunshine Coast
Airport and include:

e QOperating staff costs
* Regular (less than 12 months) repairs and maintenance

e Operating purchases and other miscellaneous items
associated with the day to day running of the airport.

Other economic impacts not quantified

A fully quantified estimation of the value of impacts has not
been included in the BCA as the purpose of this assessment
is to focus only on key costs and benefits.

Avoided health and safety impacts

There are assumed to be avoided health and safety impacts

(including noise and pollution related impacts) from reduced

number of homes within the N70 noise contour. See Chapter
D5 for more information.

Property price impacts

There are assumed to be property price impacts (positive
and negative) which have not been quantified for this project.
These impacts include property price impacts in newly
affected areas and would be experienced from the point
that new runway plans are announced and shown in public.
These impacts may then extend into the construction period
and ongoing operating period. However, the plans for the
construction of the proposed new runway at SCA have been
in public circulation since 1985. Therefore, it is reasonable
to expect that property price impacts have already been
factored into properties deemed to be in an impact zone.

[t is noted that an assessment of noise effects has been
undertaken on potential impacted property which indicates
there may be a small net negative impact across the range
of potentially impacted properties (see Chapter D5). This is
likely to be outweighed by positive property price impacts
resulting from the greater accessibility provided to houses in
proximity to the airport with the expanded facilities.

The design of the new runway takes into consideration
the importance of minimising the impacts of noise from
the Project.

Avoided flight diversions

The current runway at SCA must be operated within specific
operational requirements determined by CASA. The length,
width and orientation of the runway means that on occasion,
flights are diverted from the Sunshine Coast to the Brisbane
due to weather conditions. Historically, two per cent of flights
have been affected and diverted from the Sunshine Coast
due to bad weather (LEAPP, 2012, 26). Previous BCA's

have quantified the benefits of avoiding these diversions
under the Project case. This analysis has not attempted

to, as it assumes RPT ceases at the SCA under the

Do Nothing scenario.

2.6.1.2 Regional benefits methodology

To assess the GRP and employment impacts of the project
to the local and regional economy, an economic impact
assessment has been undertaken. Input-output (I-O) models
for Sunshine Coast and Queensland economies have

been constructed for this purpose using a range of data
sources including ABS census data 2011, Australian National
Accounts 2011/12 State Accounts, detailed quarterly labour
force estimates 2011/12 and regional population growth.

I-O analysis provides a comprehensive economic framework
that is useful in the planning process. Broadly, there are two
ways in which the method can be used.

e First, the I-O transactions table provides a numerical
picture of the size and shape of the economy and its
essential features. It can be used to describe some of the
important features of an economy, the interrelationships
between sectors and the relative importance of the
individual sectors

e Second, I-O analysis provides a standard approach for
the estimation of the economic impact of a particular
activity. The I-O model is used to calculate industry
multipliers that can then be used to estimate economic
impacts arising from some change in the local economy
or the economic contribution of an existing industry.

The following indicators of economic impact were generated
using the I-O economic modelling framework:

* GRP/GSP
e Employment.

GRP/GSP is a measure of the net contribution of an
activity to the regional economy. GRP is measured as value
of output less the cost of goods and services (including
imports) used in producing the output. In other words, it
can be measured as the sum of household income, ‘gross
operating surplus and gross mixed income net of payments
to owner managers’ and ‘taxes less subsidies on products
and production’. It represents payments to the primary
inputs of production (labour, capital and land). Using GRP
as a measure of economic impact avoids the problem of
double counting that may arise from using value of output
for this purpose.
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Employment is a measure of the number of working
proprietors, managers, directors and other employees, in
terms of the number of FTE jobs. Employment is measured
by place of remuneration rather than place of residence.

Estimates of economic impact are presented in terms of:

e Direct (or initial) impacts: an estimate of the change in
final demand or level of economic activity that is the
stimulus for the total impacts

e Indirect (or flow-on) impacts: the sum of production-
induced impacts, consumption-induced impacts and
offsetting consumption effects

e Total impacts: the sum of direct and indirect
(flow-on) impacts.

The economic impact model for the Project (Sunshine
Coast and QLD economy) was specified in terms of
66 intermediate sectors and can be characterised as a
demographic-economic (DECON) model.

2.6.2 Assessment of net economic benefits of
the Project
Project benefits

The quantified Project benefits include:
e Travel savings — comprising travel time and vehicle
operating cost savings where passengers avoid

commuting between the Sunshine Coast and
Brisbane Airport

Table 2.6b: Approach to quantifying benefits

* Foregone consumer surplus — assumes a group
of passengers are deterred from travelling. These
passengers forego the satisfaction of a trip that they
would have made if they could fly directly into or out of
the Sunshine Coast

e (Car accident savings — decreased car traffic on the
highway between the Sunshine Coast and Brisbane
Airport decreases the likelihood of accidents — the cost
of which is avoided

e Car pollution savings — decreased car traffic on the
highway between the Sunshine Coast and Brisbane
Airport decreases the level of pollution emitted — the cost
of which is avoided.

Further information on how these have been quantified is
provided in Table 2.6b.

The majority of the benefits under the Project case derive
from travel savings associated with aircraft passengers not
having to drive from the Sunshine Coast to Brisbane Airport
(or vice versa) to complete their air travel.

Table 2.6¢ provides an overview of the key benefits modelled
under the Project case. The present value (measured in
$2014) of these benefits is also presented for the baseline
passenger forecast scenario.

Benefit item Approach to quantifying benefits Data sources
Travel savings Determine average travel time — assumed Google maps
Travel time 77 minutes between Mudjimba and

Brisbane Airport.

Establish value of time per car occupant

per hour:
Business travel — $46.53
Private travel - $14.54

Value of travel time — Austroad’s 2012 Project
Evaluation Guidelines. 2010 values updated to
2014 dollar values.

Establish proportion of business trips.

Sunshine Coast Airport Passenger survey data —
LEAPP Report.

Travel savings Determine travel distance — assume each

Travel distance — Google maps

Vehicle operating ~ Jjourney is 109 km between Mudjimba (central
cost savings point of Sunshine Coast) and Brisbane Airport.

Each kilometre travelled costs

25 cents (including fuel, oil, tyres and

vehicle maintenance).

Vehicle operating cost per kilometre —
Austroad’s 2012 Project Evaluation Guidelines.

1.25 passengers per vehicle

Austroad’s, 2011, National Performance
Indicators, All day car occupancy rates.

Consumer Surplus  Determine volume of passengers deterred Tourism Futures International, 2010

from travelling to Sunshine Coast under

Do Nothing scenario.
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Table 2.6¢: Overview of benefits estimated in the BCA

Benefit Present Value (2014 $m)
Vehicle operating cost and travel time savings 226

Foregone consumer surplus 132

Savings from avoided pollution (greenhouse gases, noise, upstream and 63
downstream pollution)

Savings from less car accidents 47

Operating costs - 56

TOTAL adl

The relative magnitude and time profile of benefits under the
baseline passenger forecast scenario for the Project case

is shown in Figure 2.6b. These values are reported in real
terms (i.e. in 2014 dollars), but are not discounted.

The most significant benefits from the Project modelled

in the BCA are travel cost and travel time savings for
passengers who avoid having to commute between the
Sunshine Coast and Brisbane airport to complete their air
travel if the Project goes ahead.

Project costs
Construction

Construction costs for the Project have been estimated by
Project Support Pty Ltd. A breakdown of project capital
costs is outlined in Table 2.6d.

Figure 2.6b: Time profile of benefits — Project case

Table 2.6d: Capital cost estimate summary — Project case
(undiscounted)

Item Cost (2014 $m)
Runway construction costs 226
Terminal upgrade costs 6
TOTAL 232

Operating and maintenance

Forecast project operating costs have been provided by
SCA. Incremental operating costs under the Project case
include runway maintenance costs attributable to servicing
more and larger aircraft and costs associated with catering
for an increased number of passengers. While operating
costs will increase as passenger and flight movements
increase, for the purpose of this analysis, an annual average
operating cost of $7.3 million has been applied between
2020 and 2040.
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Residual value Summary
A residual value for the runway has been calculated The relative magnitude and time profile of costs under the
assuming straight line depreciation between 2020 and Project Case is shown in Figure 2.6c¢.

2040. A 60 year asset life for the runway has been assumed
which yields, for accounting purposes, a residual value of
$26 million (2014 dollars) at the end of the appraisal period The Benefit Cost Ratio for the Project Case is summarised
in 2040. This value represents the remaining economic life of ~ below in Table 2.4e.

the infrastructure at the end of the appraisal period.

Benefit cost analysis

Figure 2.6¢: Time profile of undiscounted costs for the Project case (2014$m)*
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* Incremental operating costs will increase as passenger numbers increase however the BCA has used an average operating cost in order to create a smoother cost profile

Table 2.6e: Benefit cost analysis

Project Case

Total PV
Category (Discounted 2014 - 2040)
Project capital costs
Runway construction costs $189 million
Terminal and building works $6 million
Residual value (runway) - $26 million
Total project capital costs $168 million**
Benefits
Vehicle operating cost and travel time savings $226 million
Foregone consumer surplus $132 million
Savings from less car accidents $47 million
Savings from avoided pollution $63 million
Operating costs* - $56 million*
Total benefits $411 million*
Net Present Value (NPV) $243 million
Benefit Cost Ratio (BCR) 245

*  Operating costs are included as a negative benefit in the numerator of the benefit-cost ratio calculation consistent with Australian Transport Council (2006,
volume 3 p. 75).

1 Does not add due to rounding
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The construction of SCA new runway is expected to
deliver a net economic benefit, with a net present value of
$243 million and a benefit-cost ratio greater than 1 of 2.45.

2.6.3 Sensitivity analysis on the BCA

The economic evaluation of the SCA expansion under the
baseline case suggests the project has a positive economic
return, with a BCR greater than one. A number of sensitivity
tests were undertaken to test the robustness of this result.

Project construction cost contingencies

The runway construction cost estimates undertaken by
Project Support Pty Ltd include a $58 million contingency.
A contingency is an allowance and not a resource cost and
the contingency was therefore not included in the central
case BCA.

The contingency reported by Project Support Pty Ltd
comprises an additional $58 million in construction costs
for the runway. Under the baseline LEAPP passenger
forecast scenario and at a real discount rate of 7 per cent,
the NPV decreases from $255 million to $201 million if
this contingency is included. The BCR decreases to 1.96
from 2.45 if the contingency is included. The BCR is quite
sensitive to changes in costs given the relatively low costs.

Discount rate

In the central case a real discount rate of 7 per cent is
applied. In sensitivity testing, low (4 per cent) and high (10
per cent) values are suggested for the discount rate by
Infrastructure Australia. At 4 per cent the BCR is estimated
at 4.30, reflecting that future benefits are valued more

highly in present terms under the lower discount rate. At a
10 per cent discount rate, the BCR is 1.58, suggesting the
project benefits still exceed costs despite the increase in the
discount rate.

Passenger forecasts

The passenger forecasts between 2020 and 2040 are a key
driver of the benefit stream. Table 2.6f outlines the Benefit
Cost Ratios under LEAPP’s three passenger forecast
scenarios at a discount rate of 7 per cent.

Table 2.6f: Benefit cost ratios under different passenger
forecast scenarios

Passenger forecast Benefit Cost Ratio

Aggressive 2.83
Baseline 2.45
Conservative 143

Table 2.6f shows that the Project would deliver a net
economic benefit under all passenger forecast scenarios.

Level of induced demand in passenger forecasts

The central case analysis assumes that 70 per cent of domestic
demand is induced demand and therefore deterred from travel
under the Do Nothing where the Project does not go ahead.

Similarly, this 70 per cent is restored in the Project case.

Due to the relative sensitivity of this variable, sensitivity tests
have been undertaken at 60 per cent and 50 per cent levels
of induced demand.

Table 2.6g demonstrates the sensitivity of the BCR and NPV
to different induced demand/deterred demand assumptions
under the baseline LEAPP passenger forecast scenario

and at a 7 per cent discount rate. It can be seen from

Table 2.6g that the assumption that 70 per cent of domestic
passengers are induced and therefore do not make a trip

is a conservative assumption. As the number of induced
passengers decreases, more people make their journey from
Brisbane and incur additional travel costs—the NPV and BCR
goes up as a result.

Consumer surplus assumptions

Under the Project case (baseline), it has been assumed that the
consumer surplus foregone is equal to 25 per cent of the cost
of a trip by road between Brisbane and the Sunshine Coast.

Table 2.6h demonstrates the sensitivity of the BCR and NPV
to different assumptions around the value of the foregone
consumer surplus under the baseline LEAPP passenger
forecast scenario and at a 7 per cent discount rate.

Table 2.6h shows that even under the most conservative
consumer surplus assumption (i.e. 10 per cent of the cost of
a trip to Brisbane), the BCR and NPV is positive at a 7 per
cent discount rate.

2.6.4 Assessment of regional economic
benefits of the Project

To assess the GRP and employment impacts of the
proposed Project to the economies of the Sunshine

Coast Local Government Area (LGA) and Queensland, an
economic impact assessment has been undertaken. Input-
output (I-O) models for Sunshine Coast and Queensland
economies have been constructed for this purpose.

The Project case involves a capital investment of
approximately $232.6 million (excluding contingency
allowances and escalation) in total during the construction
phase. The construction is proposed to start in mid-2016
and be complete by late 2020.

The operating phase will be characterised by two forms of
economic stimulus. The first is the additional expenditure on
airport operation (estimated to be $7.3 million per annum),
while the second is the expenditure associated with the net
increase in visitors to the Sunshine Coast.

This data was used to compile a series of economic impacts
in terms of GRP/GSP and employment for the local region
and the state using the 2011/12 I-O models for the Sunshine
Coast and the State of Queensland. The estimated impacts
are reported in the following sections.

For the purposes of economic analysis the duration of the
Project is extended to include the planning, approvals and
design stages. The construction phase is expected to occur
between 2016 and 2020.
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Table 2.6g: BCRs and NPVs under different induced demand assumptions — Project case

% of Induced Demand (passengers

deterred under the Do Nothing) Benefit Cost Ratio

Net Present Value (2014 $m)

70% 2.45 243
60% 3.01 336
50% 3.56 429

Table 2.6h: BCRs and NPVs under different consumer surplus quantification proxies

% of cost of trip by road between

Brisbane and SC Benefit Cost Ratio

Net Present Value (2014 $m)

50% 324 315

25% 2.45 243

10% 1.98 164

Table 2.6i: Project — direct construction expenditure ($m)*
1 2 3 4 5 6 7

Year 2014 2015 2016 2017 2018 2019 2020 Total
Sunshine Coast 6.3 6.3 274 42.3 25.8 281 2.2 138.6
Elsewhere in Queensland 19.9 19.9 6.9 71 5.2 5.6 0.5 65.0
Outside Queensland 0.0 0.0 0.0 21.2 3.4 3.9 05 29.0
TOTAL 26.2 26.2 34.3 70.6 34.5 37.7 812 232.6

* Excludes escalation and contingency allowances.

Construction phase

The direct expenditures are detailed in Table 2.6i for
the Sunshine Coast, elsewhere in Queensland and
outside Queensland.

It was assumed that 60 per cent of the capital investment
for the design and construction of the airport expansion

will occur in the Sunshine Coast region and 28 per cent
elsewhere in Queensland. The remaining capital expenditure
(12 per cent of the total) will occur outside Queensland
(assumptions by Project Support Pty Ltd based on various
work packages and an overseas source for the dredge).

The indirect (flow-on) impacts were calculated using the
I-O models constructed for this project and they measure
the economic effects in other sectors of the economy
generated by these direct activities, that is, the multiplier
effects. In addition to the assumptions embodied in the
input-output model itself, it was necessary to make a
number of other general assumptions in estimating the
economic impacts:

¢ To allow for the improvements an across-the-board (all
sectors) labour productivity improvement rates of 1 per
cent per annum for subsequent years of the construction
have been incorporated into the modelling
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* When new jobs are created, it should be determined
where the people come from to fill those jobs. In some
cases the jobs will be taken by previously unemployed
locals or by someone who is currently employed locally
but whose own job is taken by a previously unemployed
local. or the construction phase, it was estimated to
be 50 per cent for the local area and 60 per cent for
Queensland as a whole.

GRP/GSP

GRP/GSP is a measure of the net contribution of an activity
or industry to the regional economy. It represents payments
to the primary inputs of production (labour, capital and land)
and is a regional/state level equivalent of gross domestic
product. Estimates for the design and construction period
are provided in Table 2.6j.

During the construction phase, the direct and flow-on

GRP impact from the project in the Sunshine Coast region
was estimated to be $6.1 million in years 1 and 2, rising to
$33.8 million in year 4 before falling to $1.8 million in year 7.

In 2011/12 the GRP in the Sunshine Coast region was
approximately $11.5 billion. On this basis, the project would
boost GRP by 0.1 per cent in years 1 and 2, 0.3 per cent
in year 4 (the peak year of construction expenditure) and
0.02 per cent in year 7.



For Queensland, the direct and flow-on GRP was estimated
to be $27.8 million in years 1 and 2, rising to $45.7 million in
year 4 before falling to $2.6 million in year 7. In the context of
Queensland’s GSP in 2011/12 ($283.6 billion) (ABS 2012b),
the estimated GSP total impact in years 1, 2 and 3 would
represent an increase of almost 0.01 per cent, 0.02 per cent
in year 4 (the peak year of construction expenditure) and
0.001 per cent in year 7.

Employment (FTE)

Table 2.6j shows that total (direct plus flow-on) employment
in the Sunshine Coast region is expected to be 52 FTE in
years 1 and 2, rising to 247 FTE in year 4 before falling to

14 FTE in year 7. The direct plus flow-on employment in
years 1 and 2 is 0.1 per cent of the estimated employment
(FTE) for the Sunshine Coast region for 2011/12 (98,423 FTE),
0.3 per cent in year 4 (the peak year of construction
expenditure) and 0.01 per cent in year 7.

For Queensland, direct and indirect employment is expected
to be 198 in year 1, increase to 287 FTE in year 4 but

fall to 16 FTE in year 7. This would represent a 0.01 per

cent increase in employment over 2011/12 levels (around
2.02 million FTE) in years 1 to 6 and 0.001 per cent in year 7.

Table 2.6j: Economic impact of the Project — construction phase

Operating phase

The economic impact analysis of the operational expenditure
of the airport used the following assumptions:

e Operational expenditure of $7.3 million on average per year

e Net increase in visitors to the Sunshine Coast is based
on the airport passenger movements forecast. It was
assumed that 70 per cent of passenger growth due to
the expansion would represent a net increase in visitation
to the Sunshine Coast region (PwC 2010, LEAPP 2012).

The operational expenditure of $7.3 million per annum and
the increased visitation data were used to compile a series of
economic impacts in terms of GRP/ GSP and employment
for the local region and the state using the 2011/12 |-O
models for the Sunshine Coast and the State of Queensland.

In addition to the previous assumptions and the assumptions
embodied in the input-output model itself, labour productivity
improvement rates of 1 per cent per annum have been
incorporated into the modelling. Furthermore, the proportion of
new jobs that are likely to be filled by previously unemployed
locals was estimated to be 50 per cent for the Sunshine Coast
region and 60 per cent for Queensland as a whole.

1 2 3 4 5 6 7
Year 2014 2015 2016 2017 2018 2019 2020
Sunshine Coast
Gross Regional Product ($m)
Direct 3 31 8.2 13.3 7.7 8.4 0.7
Flow-on 3.0 3.0 13.5 20.5 1.2 12.3 11
TOTAL 6.1 6.1 21.7 33.8 18.9 20.7 1.8
Employment (FTE)
Direct 29 29 56 86 51 55 5
Flow-on 23 23 108 161 87 95 8
TOTAL 52 52 163 247 138 150 14
Total Queensland
Gross State Product ($m)
Direct 12.4 12.4 101 15.4 9.2 101 0.9
Flow-on 15.4 15.4 214 30.3 18.0 19.7 1.7
TOTAL 27.8 278 31.6 45.7 273 29.8 2.6
Employment (FTE)
Direct 102 101 60 87 58 58 6
Flow-on 96 95 143 200 115 124 1
TOTAL 198 196 203 287 167 182 16
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The direct and indirect (i.e. flow-on) impacts for the Sunshine ~ Employment (FTE)
Coast region and Queensland are presented in Table 2.61.
These reflect the economic impacts on the Sunshine Coast
economy of the Project during the operating period of 2020
to 2040.

The estimates presented in Table 2.6k show that total (direct
plus flow-on) employment in the Sunshine Coast region from
the ongoing operation of the proposed Project is expected
to rise from 242 FTE in 2020 to 2,231 FTE in 2040. This
GRP/GSP projected employment impact would boost the region’s total

The direct and flow-on GRP in the Sunshine Coast from By 2 i @it 92EE O AU 12 W ldoies MU 921

the Project is expected to rise from $29 million in 2020 to At the state level direct and indirect employment is expected
$312 million in 2040 (one year only). The projected GRP total  to increase from 252 FTE in 2020 to 2,295 by 2040. This
impact in the peak year represents 2.7 per cent of gross represents 0.11 per cent of the state total (2.02 million FTE
regional product as estimated for 2011/12 ($11.5 billion). in 2011/412).

At the state level, the Project is expected to generate As an overall assessment of regional benefits from

additional GSP of $32 million in 2020, rising to $345 million in the Project, Table 2.6l presents the economic impact
2040. Note these figures represent annual GSP contributions. assessment for the Project case between 2020 and 2040.
In the context of Queensland’s GSP in 2011/12 ($283.6 billion)

(ABS 2011b), the estimated GRP total impact in the peak year

would represent an increase of 0.12 per cent.

Table 2.6k: Economic impact of the Project — operational phase — baseline scenario

Fiscal Year 2020 2030 2040

Sunshine Coast

Gross Regional Product ($m)

Direct 18 142 200

Flow-on 10 79 112

TOTAL 29 222 312
Employment (FTE)

Direct 165 1,211 1,538

Flow-on 78 546 693

TOTAL 242 1,757 2,231

Total Queensland

Gross State Product ($m)

Direct 19 142 200

Flow-on 14 103 145

TOTAL 32 245 345
Employment (FTE)

Direct 165 1,211 1,538

Flow-on 87 598 758

TOTAL 252 1,809 2,295

Table 2.6l: Comparison of economic impacts of the Project during the operational phase

Project Case

Year Sunshine Coast GRP ($Million) Sunshine Coast Employment (Annual FTE’s)
2020 29 242

2030 222 1,757

2040 312 2,231

TOTAL 4,096 31,172

N.B: Blue numbers are direct outputs from the model. Black numbers have been derived through applying a linear calculation between modelled numbers.
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2.6.5 Local participation

If the proposed Project proceeds, the economic suggests
that the project will create jobs and contribute positively
to GRP.

This section outlines options to encourage local participation
in the proposed Project so as to take advantage of these

job creation opportunities for locals. Opportunities to
develop skills are also addressed. The options draw

from and are consistent with Queensland Government
policies and strategies that aim to encourage local and
indigenous participation in government projects and improve
workforce skKills.

Employing the local workforce

Options to provide employment for the local workforce as
part of the Project include:

e Making all reasonable efforts to promote the direct
involvement of local personnel including through close
contact with local employment agencies

* Procurement practices and evaluation of tenders
to recognise ‘local content’ or ‘local services’ by
having ‘local content’ as an evaluation criterion for
tender assessments.

Training the local workforce

Learning and development opportunities are fundamental
to empowering the workforce and embedding a corporate
culture that improves job satisfaction and facilitates
career progression.

Options to promote training and learning through this
Project include:

¢ Conforming to the Queensland Government’s target rate
of labour hours undertaken on government projects by
apprentices and trainees which is 10 per cent

e Conforming to the Queensland Government policy for
government projects which requires training undertaken
by existing workers to be delivered through recognised
training providers and universities so that participants
gain recognised qualifications.

These options are prescribed in the Queensland
Government’s training policies that apply to Queensland
Government building and construction projects over $250
000. These options are also required under the Queensland
Code of Practice for the Building and Construction Industry.

2.7
SUMMARY AND CONCLUSION

The economic evaluation of the proposed Project has
considered the key costs and benefits and estimated
economic impacts including flow-on impacts associated with
the proposed project. The analysis has found:

Regional economic benefits

e Qver the construction period (7 years), the Project case is
likely to contribute around $138.6 million to the economy
of the Sunshine Coast. Further, project construction is
estimated to create approximately 816 (FTE person years)
positions either directly or indirectly on the Sunshine
Coast alone

¢ The majority of the economic benefits are estimated to
be realised once the Project becomes operational as a
result of more tourists visiting the Sunshine Coast. During
the operational phase, it is estimated that the Project
case will create approximately 2,231 additional FTE
positions on the Sunshine Coast alone in 2040

¢ The Project case is estimated to generate $4.1 billion in
additional GRP benefits for the Sunshine Coast region
alone over a 20 year period. This additional economic
activity is due to the additional goods and services
tourists will be consuming on the Sunshine Coast if the
Project goes ahead

* In terms of additional annual FTE jobs generated, the
Project case is estimated to generate an additional
31,172 annual FTE positions between 2020 and 2040.

Net economic benefit

Project case benefits quantified in the BCA include travel
saving benefits of $226 million (in savings in time and vehicle
operating costs), consumer surplus benefits of $132 million,
avoided environmental externality costs of $63 million and
avoided car accident savings of around $47 million.

These and other benefits, in total, exceed the expected
whole-of-life costs of the Project over the appraisal horizon
to 2040. As a result, the construction of the Project is
expected to deliver a net economic benefit, with a net
present value of $243 million and a benefit-cost ratio of 2.45.

In conclusion, the existing runway at SCA is subject to a
number of capacity constraints due to the width and length
of the current runway that could lead to downgrading the
airport to only Code 4C aircraft and disallowing commercial
jet aircraft. This would come at a significant cost to local
and regional economies by discouraging international and
domestic tourist visits to the Sunshine Coast through lack
of direct access and by reducing competitiveness of doing
business on the Sunshine Coast.
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