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EXECUTIVE SUMMARY _
On Wednesday, September 28,2016, Hon. Nkelruka Onyejeocha (Chairman,

- House Conimittee on Aviation), brought a motion; “Need to Rescue the Airline
. Industry. -from- : Immment Collapse’ (HR. 84/2016) before the House

Representatives. Affer extenswe deliberations, the House of Representatives
mandated the House Committee on Aviation to organise a Public Hearing and

T investigate a number of issues”with a view to proffering solutions to the

- 1dent1ﬁed issues and report back to the House within four weeks.

: _.Sequel to th1s mandate the House Commrctee on Awauon orgamsed a 4—Day
~“Public. Hearing on the motion; “Need to Rescue the Airline Industry from

- Imminent Collapse.” The Public Hearing was held between Tuesday 18 and

| ~~~--Fr1day 215+-October; 2016 at Room 0. 28, House of Representatwes National
- ﬁiAssembly Complex e e _ ;

== {nvesﬁgate the followmg,
a. The suspension of opera‘uons by local airlines;
- bo Increasmgtermmaﬁon of operations by international alrhnes
- e—Licensing requirements and capacity of local alrimes
_-d.~Allegations of corruption agamst local airlines; :

--¢. -Rrevious and current airport concession proeesses and fees

_.__.___-f- The fate of ngeﬂans employed in the industry and the effect of

- prevailing issues in the sector on the economy; and
g W1ﬂ1 a view ‘o proffermg squtlons to the identified i issues.

The- followmg individuals,- ageneies and orgamsatmns made presentations - -
durmg the-Public Hearmg, ' |
“Hoil Minister of State, Aviation, Senator Hadi Slrlka
e .Federal Airports Authority of: Nigeria (FAANYy
* Nigerian Civil Aviation Authority (NCAA)
» Nigerian Airspace Management Agency (NAMA)
e Nigerian College of Aviation Technology (N CAT)
‘o Accident Investigation Bureau (AIB)
o Asset Management Corporation of Nigeria (AMCON)
¢ Central Bank of Nigeria (CBN) -~

s Bi-Courtney Aviation Services Ltd , :

¢ Air Transport Services Semor Staff Assoc1at1on of ngerla (ATSSSAN)
e Aﬁ"poﬁ Professmnals L

o National Association of Alrcraft Pilots and Engmeers (NAAPE)

» National Union of Air Transport Employees (NUATE)




| ‘ngerlan Union of Pensmners FAAN Branch

Aero Contractors Comparny of ngena L1m1ted

Ak Air
. Azman Air Serwces L1rn1ted
‘Chanchangi Airlines

Dana Air

e First Nation' Alrways -
' Med-View Airline PLC |
' -"-Overland '
" Western Airline
Virgin Airline
e _ Emirate Air

Ethiopian Alr

o Aviation Safety Roundtable Initiative (ASRI)

International Air Transport Association (IATA)

_ Safe N1gena Group

~Erom the presentations .and” submlssmns made before the Committee,  the

followmg findings were miade;

1. Prevmus and Current Alrports Concession Process

,i‘v.

<

A
Vii.
viil.

ix

‘Previous concessions were not ‘successful. This is ev1dent by the fact that .

_about 68 cases-are pending in various courts of law against the Federal .
Gevemment asa result of failed concession agreements;

- The concession agreement between FAAN and Bi- -Courtney AVianon
Services Ltd, which has become a subject of protracted litigation is a

__good case of bad concession arrangements and processes;\

~The failure of previous concession agreements is occasioned by the fact
~-the processes-were-neither transparent nor did they follow due process;
The failure of previous concession agreements have resulted in revenue
- losses in the aviation sector. For instance, FAAN pald over N5 billion for
jobs that were already invalidated by court. rulings; :
The Hon. Minister of State, Aviation, confirmed government’s proposed
plan to concession some of the airports; -

The cohcession, accordmg to the Hon. Minister will be 100%

“The proposed concession is not based on any feasibility studies;

The Hon. Minister has already set up an Implementation Committee to
drive the proposed concession process without the involvement of some
critical stakeholders in the aviation sector such as the labour unions;

- While members of the labour unions n the airline indéstry (ATSSSAN
NUATE NAAPE among others, are opposed to the proposed airports
concession arrangements, CSOs with interest in the sector such as Safe




Nigeria Group, and Aviation Safety Roundtable Initiative, are in support
of concession provided the process will be transparent and orderly.
2 Suspensmn of Operatmns bv Local Alrlmes
e L _.__;_.A:The Comumittee found that for some technical reasons, Ank_ Air and Aero

LI Coritractors at various times Suspended scheduled operations;

i.  While Arik Alr has since resumed. operatlons Aero Contractors-has not . .

resumed

.~ With the prevaﬂmg circumstance, the likelihood of other airlines
T suspending operatmns in the near futme is p0551b1e '

-3, InereasmU termmahon of operatlons by mternatlonal airlines
i.  The Committee found that a total of 15 international airlines, including,
" Air Gambia, Delta Alr, Emirates, Iberia , United Alrhnes among others,

“have relocated to nelghbourmg couniries hke Ghana;
~ii. This mass relocation is occasioned by a cumulative loss of about N64
_ bﬂhon by for elgn airlines in the wake of the new forelgn exchange policy
of the Central Bank of Nigeria;

- dilv. - Other-factorsi-behind the mereasmg*relocatlon of international- au'lmes -

————= " include scarcity and high' cost of- -aviation_ fuel, - inconsistency in

- government pohcy and poor state of aviation mfrastmcture
4. The fate of Nwerlans employed in the industry :
. 1....The Committee found that ‘about' 1,200 staff of Aeao Contractors are
being owed 4 months salaries and have been verbally asked to proceed on
‘anindefinite suspension by the Management of Aero Contractors;
ii.  Arik Air is also owing its staff various months of unpaid salaries; |
dif.  Staff of Nigerian Airways are still bemg owed a severance allowance of
it N 14 Dillionc till date; ; _
iv- The proposed concessmn arrangement has not taken into conszderatmn

5. AMCCON vs. Aero Contractors :
... 1. The Committee found that Aero Contractors is in a critical situation;
il Since the takcover of the Company by AMCON its operational
S 'efﬁc:lency has Srown worse; ' '
1.  An accumulation of a number of challenges compelled Management to
suspend operations with effect from September 1, 2016;
iv.  The current status of the Company is occasioned by the deliberate refusal
- of AMICON to invest more funds into the Company, desp1te holding 60%
equity stake i in the Company;
~ v. There is the possibility of rescuing the Company if AMCON would be
willing to inject more funds into the Company;




vi. However, it is evident AMCON has no 1mmedlate plan of action on how
to rescue Aero Contractors '

6. Challenges of Airline OQperators 3
i. The Committee found that both domestic and fore1gn alrlme operators. in
Nigeria are challenged in the main by the foﬂowmg factors;
Domestic Airlines . * '
e [ack ofaccessto forelgn exchange _
» Absence of enabling aviation u}ﬁastmetu;re;
s Inconsistency in government policy;
* High cost of operation due to multiple taxation;
¢ Transaction in the sector is foreign curref;icy denominated;
e Trregularity in the availability and high cost of aviation fuel;
— ... ...« Non-availability of passengers due to recession;
| e Encroachment of foreign airlines into multiple airports in Nigeria;
e Treating forelgn a1r11nes more favoulably than domestic airlines; *

e ~Loreign Airlines . . _
e _é' Uncertamty in forelgn exchange that results in revenue losses
L - Poor state of aviation infrastructure such as runways and
St @ Shortage and. hlgh cost of aviation fuel. '

SIS .:_,Thls has 1esu1ted in mcreasmg relocation of airlines to ne1ghb0urmg

_ countries; 7
ii. . The Central Bank has no-immediate plans to rescue the airline industry in

terms of access to foreign exchange at an affordable rate; o

, iv. The Commlttee also.found out that in September 5, 2015, the CBN
s oo @STablished & N300 Billion Power and Alirline Intervention Fund (PAIF )
. But. N120 billion: meant. for. the aviation sector was diverted by the

~ beneficiaries of the fund.- : :

7 Imphcatmns of prevallmg issues in the sector on the Nigserian economy
"L The aviation sector is one of the most vibrant in Nigerian economy;
e In 2014, the sector’s contribution to Nigeria’s GDP was about
$0.7 billion (N137.9 billion) and $685 million in 2015;
e The sector also supports 159,000 jobs in the country,
S -+ comprising 44,000 jobs directly ‘supported by the aviation
S m e sector, 64,000 jobs-indirectly supported by the aviation sector;
51,000 jobs supported through the spending by the employees |
of the aviation sector and its supply chain;




* In addition, there are further 130,000 people employed through
the catalytic (tourism) effect of the aviation sector.
1. Ifthecrisis in the sector continues unabated;
e ij;; '_j e Its contribution to GDP will drop mgmﬁcanﬂy,
st e There will be excessive job losses;
o' Already, with the suspension of operatzons by Aero Contractors
- for-instance, - over 1,200 staff have been- placed -on indefinite -
suspension and without salaries in the last 4 months, while the
relocation of mtematlonal airlines to nelghbounng countries has
- =also resulted in some JOb losses;

iii. Job Josses will result in economic distress and poverty. There is an
CCsimioimes L intricate relationship between poverty and security crisis around the
SR " World Thus, the job losses in‘the sector may aggravate the existing

national security crisis in \hgerla ,

- iv."  Socially, the challenges * will negat1ve1y affect interactions and

- relations between individuals across national borders. This is also
expected to have negative implications on national economy.
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1 Reasons for which Pubhc Hearmg was organised .
In a Plenaly Sessmn on Wednesday, 28" September 2016 Hon. Nkeiruka |
- - T--Onyejeocha (Chauman House Cennmttee on Av1at1011) brought a Motion
o “Need to Rescue the Airline Industry from Imminent Collapse’ (HR. 84/2016),
_.befors the House of Representatw es. After due deliberations and considerations
“’“;of the Mo'{loir; the House of Representatwes mandated the House Committee on
- Aviation- to- organise-a Public-Hearing -and invite all relevant stakecholders -
‘investigate a number_of-issues—with—a view to preffering» solutions—to-the——-—

- identified 1ssues and report back to the House within four weeks.

2. Objectives of the Public Hearing -
The Public Hearing was organised to inVestigafe the following;
L. The suspension of operations by local airlines;
- il Increasing termination of operations by intérnational airlines;
777 UL Licensing requirements and capacity of local airlines;

iv.  Allegations of corruption against local airlines;




Previous and current airport concession processes and fees;
The fate of Nioerians employed in the industry and the effect of

prevalhng issues in the sector on the economy with a view to

?proffeung solutlons to the Identlﬁed 1Ssues.

3. Announcement of the Public Hearlng

As 1equ1red by standard procedure the Clerk of the House Committee on

~-—-Aviation was -mandated to announce the public hearing through the mass media.

o U Thus, the pubhc heaﬂng was announced through the followmg medla |

1. Prmt Medxa

YUY THISDaY Newspapers; Sunday 16™ October, 2016.

e :i‘i:,.:Eett‘ers of Request and-Invitation

Also, Letters of Request and ln\ntatlon to attend the Pubhc Hearing were
R sent to the’ following; : :

L

m.

n.

The Hon M1mster of uState AV 1at1o_n Senator Had1 Smlxa
The Managlng Dtrector F ederal An‘port Authorlty of ngena (FAAN)
S The Director General, Nigerian Civil Aviation Authority (NCAA);

_The Manacrlng Dlrector ngeuan Alrspace Management Agency (NAMA)

The Director General N1ger1an Meteorologlcal Agency (Nﬂ\z{ET)
The Rector/CEO Nigenan College of Aviation Technology, Zana

 The Commlssmner/CEO Accident and Investlgatlon Bureau (AIB);
- National Union of Air Transpoert Employees (NUATE);

Air Transport Services Senior Staff Assoc1at1on of N1ger1a (ATS SSAN);
The Govemor Central Bank of NIgena (CBN);

The Director General, Asset Management Corporation of Nigeria
(AMCON); .

__ Domestic and International Airline Operators;

Civil 8001ety Organlsatlons (CSOs); and
" The General Public.




- 4. Venue and Dates of the Public Hearlng

' days

o fiir. - DayQ:-Octob‘er-lQ 20165 e

" "The Pubhc Hearmg was held at Room 0. 28, House of Representatwes New.

ngj National Assembly Compiex Three Arms Zones, Abu_}a on the foﬂowmg

i Day 1: October 18, 2016 ;

Day 3: October 20, 2016;.

n _' iv.  Day 4: October 21, 2016

""5.Names of Legislative Committee Mémbers Present

The comprchensive-list of the Members of thre House Comnuttee on AV1at1on

; th pérticnpated in the ?ubhc Hearmg is as shown below;

..,.,...,DAY I OCTOBER 18 2016 - AT~ ROOM '028 HOUSE OF

E REPRESENI‘ATIVES NATIONAL ASSEEEBLY COMPLEX

Nor C Member " 1T ‘Office No. | Phone Number Signature
-‘Hon Nkeﬂ-uka Onyejeocha .| 3.28: -
Hon. Abdulrahman Shuazbu :

Hon. Soyinka Olatunji

‘Hon. Jboro Ekanem ™~ " 77|

Hon. Gideon Gwani
“Hon. Emmanuel M. Egwa |

| Hon:-Pririce Akéemr-Adeyemi |-~ -

R N ES RS P g

Hon. Mohammed Gololo

10. | Hon. Usman Ibrahim Auyo

11. | Hon. Abubakar Lado Su}eja
12. | Uon. Isa Ibrahim
13.- | Hon. Ahmed B. Kaita -

14. 1 Hon. Omosede G. Igbinedion
15. | Hon. Princess Stella Ngwu
16. | Hon. Adeyinka Ajayi

17. | Hon. Matthew Omegara

18. | Hon. Magaji Da’u Aliyu

19. " | Hon. Rapael Igbokwe




2: OCTOBER 19, 2016 AT ROOM 0.28, HOUSE OF

DAY
' - REPRESENTATIVES, NATIONAL ASSEMBLY COMPLEX
1 S/MNo. . .. Member Office No. | Phone Number Signature
T Hon Nkeitika Onyejeocha 3.28 i - '
2. Hon. Rapael Igbokwe
3. Hon. Emmanuel M. Egwu ™ |
4. . | Hon. Magaji Da’u Aliyu
5.7 |'Hon. Abdulrahman Shuaibu
6. Hon. Soyinka Olatunji .. . .~ ... L
7. Hon. Engr. Muhammed Akl Wudll
18 Hon. Gafur Akintayo A~ - et
9. Hon. Prince Akeem Adeyelm
10. Hon. Iboro Ekanem
1. Hon. Usman Ibrahim Auyo
12, -u|-Hon: Adeyinka Ajayi-
13.- | Hon. Mohammed Gololo
14. Hon. Abubakar Lado Suleja :
15:2:: 4. Hon. Yakub Abiodun Balogun
16. Hon. Ahmad B. Kaita
- DAY..3 OCTOBER . 20 2016 AT ROOM 0.28, HOUSE OF
L RE?RESENTATIVES NATIONAL ASSEMBLY COMPLEX
S/No.. Member Office No. | Phone Number Signature
‘1. | Hon. Nkeiruka Onyejeocha .| 3.28
2. Hon. Engr. Muhammed Aki
| wudil
3... . | Hon. Abdulrahman Shuaibu
14 . Hon. Soyinka Olatunji - :
-15. Hon. Garba Datti Muhammed. - |- -
6. Hon. Gideon Gwani
7. Hon. fboro Ekanem
8. -Hon. Mohammed Gololo -~ - |
19~ |Hon. Adeyinka Ajayi
10. | Hon. Abubakar Lado Suleja
1. | Hon. Magaji Da’u Aliyu
12. 1 Hon. Tajudeen A. Obasa
13. | Hon. Raphael Igbokwe
14.

Hon Betty Apiafi




6 Presentatlons and Submxssmns of Memerandum by Participants
The foﬂowmg mdlwduals agenczes and orgamsatmns made presentations
durmg the Pubhc Hearmg, L

i L l\’ﬂ)As . Ll _ .
o Hon. Mlmster of State AVlatlon Senator Hadi Sirika
. -Federal Alrports Authorlty of Nigerla (FAAN)
¢ Nigerian Civil Aviation Authority (NCAA)
e Nigerian AHSpace Management Agency (NAMA)
: é_ Nigerian College of AV1at10n Technology (NCAT)
¢ Accident Investlgat:lon Bureau (AIB) :
e Asset Management Corporatlon of ngerla (AMCON)
e Central Bank of ngerla (CBN) ' o

ii. Con—cessmna}re S
. ,_Bi-CQurtney Awviation Services Ltd |

_____ 111 Labour Umons m the A}rlme Industrv -
—— ‘ AII‘ T}é:ﬁép01't Services Semm Staff Assoc:1at10n of Nigerla (ATSSSAN) |
e . Airport Professionals : S L
~ ©.% 1 e National Association of Aircraft Pilots and Engmeers CNAAPE)

e National Union of Air Transport Employees (NUATE)

o ngerlan Union of Pens1oners FAAN Branch

—-——jyTsoval Airlines S -
-~ o Aero:Contractors Company of Nigena Lumted o
o Airk Air— o ) I
o Azman Ailr Serwces lelted
o Chanchangl An‘hnes |
e Dana Air~
e -First Nation Airways
¢ Med-View Airline PLC.
¢ Overland
- e Western Airline
e e Virgin Airline - ..

v. International Airlines




. Emlrates Au" _
. Ethlopian All‘

Vi Cwll Socwtv Orgamsatlons (CSOs)
e AVlatlon Safety Roundtable Initiative (ASRI)
* International Air Transport Association (IATA)
o Safe Nigeria Group

7. Sﬁmmary of Presentations a'nd Submissions of Memorandum

'i'." Hon Mmzsrel of Sz‘ate szafwn, Senaz‘or Hadi Szrtka
The Hon Mmlste1 made the followmg subm1s310ns

a) The N1ge11an av1at10n seetor 1s expected to suppoﬁ about 60 million

l

S passengers in the. next. 10 years ThlS requires creatmg an envuonment that Wﬂl

provide satisfactory services.

b) The current economic downtum in ngena is takmg its toﬂ on every sector
) sustamable for the govemment to-continue-to fund meanmcrful pm]eets almed at'
~ bringing airports to international standard. Therefore, government is initiating

plans to concession the a1rp0rts S L.

L c) By concessmn govemment is nelther selhng nor pr1vat13mg the alrports but
the process will be 100 per cent.. The concesston process will follow due

. process, be transpafently conducted, participatory and inclusive.

) The essence of the concession. is to make the alrports better more usable and. -
~ more proﬁtable

e). On the fate of workers in the sector, the Hon. Minister stated that there is no
on-going retrénchment of workers in the industry and in the sector but a
o cerestructuring of the agencies in the Ministry, which entailed p%ofief placement of -

the staff, in line with the extant laws establishing the agencies. The restructuring




_Is informed by the fact that some of the agencies are over b‘léated. For instance,
FAAN has over 40 Directors and 2 Managers for every airport.

. On the suspensmn of ﬂ1ghts by some alrhnes the Minister stated that:

. _Some airlmes are structuraﬂy deﬁc1ent ﬁnanc:lally bankrupt and

. managenaﬂy mcompetent o
0 The aviation. mdustry is denommat&iUm forelgn exchange Given the fall
B m Naua 1t has become d1fﬁcu1t marmatmg some of the a}rimes
~e The Central Bank of Nigeria has included a11hnes as part of the sectors to
receive foreign exchange at official rate.
.. ). On the withdrawal of services by foreign airlines, the Hon. Minister stated

e Those a1r1mes are mer ely exercising the;r busmess r1ght
e There i is need for coﬂab()latlon among aIl sta.keholders in the sector and
SRR aH the arms Gf govemment in order 10 1mprove the av1at10n sector -
‘He also called for the support of all stakeholders in the on—gomg efforts to

U revive Aero confractors. T T

ii. F edel a[ Azrpo; t Auﬂz orztv of Nigeria (FAAN)

FAAN through 1ts legal representatwe made, the following submlssmns
7 7a). The current economic situation in Nigeria has made it difficult for the
Federal Government to meet its responsibility of providing enabling

infrastructure for the economic development of Nigeria.

~b). The consequence of this is that infrastructure at the airports (domestic and
international) have remained obsolete, dilapidated, poorly maintained, and

-grossly inadequate due to years of under-investment and neglect.




¢). FAAN has not been able to meet its expectations from government, ie. to

generate enough internal revenue to sustain itself and meet the global and

o i@du;’gry need of facility upgrade required for air transportatioi}.

. d) Thls mabihty is due to the followmg,

. ngh aceumula‘uon of debts majorly by anhnes
e The reluctance of many debtors to offset their debts, Which is impacting
negatively on the revenue collecting capacity of the Au%hority;
= e The non=payment of bills incurred by some govemment agf—‘nc:les at the
. airports, which has put immense financial burden on the Authority;
° Wawers granted by govemment on Passenger Serv1ees and Landing
Charges- for pllgrlmages have: Slgmﬁcanﬂy reduced mtemaﬂy generated

- revenue of the Authority. This should be abolished;

o The 25% of the Authority’s gress revenue to be paid into the

_mConsohdated Revenue "Fand, by govemment has ereated additional -

o ﬁnanc1al burden on the Authonty ThIS should be rev1ewed downwards. -

~.e)..To meet. current industry standard, the. Federal Ministry “of Aviation (now

- Federal Ministry of Transport) entered into agreement with Messrs China Civil

Engineering Corporaﬁon (CCECC) for the reconstruction an;d improvement of =

Passenger and Cargo Terminals in the 4 International Airportié. The projects are -

funded by a loan from the China Exim Bank, which has to be repaid.

f). In view of the fmegomg financial chaﬂenges FAAN has considered the

h followmg options; =7
e Obtain facilities from financial institutions to bridge; the infrastructure
deficit. However, the challenge associated with loans range from the cost

of borrowing, bureaucracy and unpreparedness of some financial




institutions to grant loans to government agencies due to the risk of policy
_inconsistency;

. ‘Alterriaﬂvely, -‘c_oeeessierr of the airports of faciiities that would help in

notonlyprovrdrﬁgmodemteehnology and inﬁzisfi‘ﬁcture, but providing

guaranteed funding to meet this infrastructure gap in a speedy, efficient

and effective manner and at a shared nsk oF Wlthout necessarily

t1 ansferrmg the r1sk assoeiated Wrth sueh cost to FAAN

g) Cataiysrng prrvate sector ﬁnancmg through concessron is 1nevitable:

_reduees public eaprtal investment (which 18 currently lackmg) and. improves

efﬁcrency and qurck pI‘OJBCt dehvery as Well as customer experience. In the

same manner risk is shared between the pubhe Seetor and the prlvate mvestor

where FAAN is unable to leverage on-airport and faeﬂrty concession, meeting

a these obhga‘uons may be a tall order.

/A Nzgermn AH space Management Agen cy (NAMA)

NAMA s submlssmn was m two 11’18._] or areas, namely,
a). Current Status of Nigerian Aviation Industry: This is charaeterrsed by the
following;

i. High cost of operatlons

Ji1. High level of mdebtedness by domestlc airlines (Arlk Arr)

i Dwmdhng customer (passenger volume) due to 1eee5510r1

1v. Airlines closmg down due to high-level of mdebtedness and inadequate

- . operating aircraft (Aero Cortractors),

v Fr equent searcrty and hlgh cost of aviation fuel (Jet Al) due 1o inadequate

local capacity for refining leadmg to drsruptren and cancellation of ﬂrghts

V1. Relocatron of some foreign airlines out of Nigeria;

Vﬂ Lop51ded Brlateral Arr Service Agreements (BASA) at the detrrment of

Nrgeria die to lack of natlonal carrier or flag carrier to reciprocate

Nrgerra s BASA with other nations;




viii. High exchange rate of Naira against the US ,DQIlar leading to challenges in
the repatnation of funds by alrhnes |
ix. High eost of 1nsurance for alrhnes due to lack of mdlgenous aviation
 insurance cempames, R
X. Inadequate airport terminal facilities for facilitation of passengers and cargo
. movement at the airports; _ :
X1, Inadequate or frequent power supply faﬂures at the airports leading to
- —-manual plocessmg of passengers; |
i Inadequate facilities for seleenlng of passengers at peak traffic periods
“Jeading to delays | _ |
xiii. Poor flight scheduling by airlines leading to. unproﬁtable operations;
xiv. Manual or cash collection of charges by government agencies;

XV Inadequate aircraft for effeenve operatlons

_...-xvl. Poor management or misappropriation of government bailout by airlines;

vk LLaek of code sharing-or Interhnmg arrangements by domesnc operatms

xvm ngh cost of tzcl\ets ‘on domestic ﬁ1ghts

| 7 _x1x:. _Nen—payment Qf staff salaries leading to poor ser\;fices.

b). Challenges of the Aviation Sector: These include: -

1. Poor management of domestic airlines;

ii. Mul’aphmty of charges by govemment agenc1es

iii. Inadequate aerodrome facilities (damaged runways poor runway hghtlng
system, inadequate conveyor belts, inefficient passenger and cargo ground
handling, inadequate cooling systems or passenger comfort facilities, .etc.);

iv. Lac of finance or capital fundingfof airlines; |

v. Lack of Maintenance Repair Organisations in Nigeria for Cheeks;
vi. Lack of facility for flight simulator for regional alreraft fleet;
vii. Lack of collabmatlve de01510n making or planmng among stakeholders;

viil. Inadequate economic overs1ght by the regulatory authorities;




1x. Poor maintenance culture or planning by operators;

X
X1.

X,

‘c)'

Unhealthy competition or rivalry by airlines leading to operational losses;

Over staffing by airlines leading to high wage bills;

Lack of automation of business processes.

Recommendations for Rescumg the ngeﬂan AV1at10n Industry from -

Immment CoHap se

1. Increased government funding of aviation agencies for the provision of

i1

reqmred infrastructure;

Ensure timely release of budgeted funds to govemment agencies in the

av1at10n mdustry,

iii.

Take steps to reduce cost of aviatien fiuel to. reduce cost fo_r operators

._-_Estabhsh a Natmnal Carrzer of Flag ‘Carrier to discharge ngerla s BASA
Tagreements; . I |
" .i_'Plewémg eperahon mceniwes toreredte: hubs at Lagos :and AbUJa for the
;‘,'i‘j.West Adfrican sub- srepion o , ;
‘Establish“a " Maintenance Repair Organisation facility in Nigeria for local
maintenance; | |
Provide facilities at-NCAT-"Zaria for B737 Flight Simulator for in house

Vi
: training and type 1‘eﬁng Nigerian pilofs;' -
Vil |

1X.

X1.
Xii.

XL

Enhance the mechanism fo} economic fﬁeﬂitoring and regiﬂaﬁon of airlines;
Establish an organisation to undertake financing and management of aircraft

leasing, acquisition, funding, insurance, ctc.

. Develop capacity for local refining of Jet A1 fuel;

Encourage airlines to code share and interline;
Increase the minimum required fleet for aircraft operations;
Reduce _the requirements .for. the acquisition of Aircraft Operating

Certificate (AOC).




iv.  Central Bank of Nigeria (CBN) =

~a). CBN has expressed concern over the development in the sector since 2010,

. :when:it.discovered.that.the sector-was- owing up to N250 Qﬂlion to the banks
~ and N80 billion of this facility was not performing. The prol%iém here was most

* “operators in“the industry.took:short. term; loans for long term investments at
doublle digits interest, which is inimical to business. So @e loans were not

properly structured.. Thus, CBN: intervened through the r:egtrucmriﬁg of the

.- loans by reducing the interest rates and ensuring long term leans were taken for-

. . long. teim prolects

b). Beyond the problem of stmctuze of facilities, CBN also found that the

a
;’L.—a.ﬁ_amu wh.-»,—«. B

_sector’s cnsm is occasmned by poor corporate govemance 1nﬁastmcture
- ‘deﬁmency, hgh operating cost such as high packing fees, hlgh cost of aviation

fuei hlgh Iandmg fee lack of economic regulahon

). Thus, 1he Bark through the Mm1stry of Aviation ad Afncan Finance Baﬂk S

_:adwsed the Federal Government of nge:rla to make the alrlme industry -
bankable and that airports authorities should diversify then‘isources of income

. beyond the airlines.

d) On the chalienge of foreign exchange, CBN said it is Very dlfﬁcult for the
- Bankto guarantee a fixed exchange rate for intemational alrhne operat()ls given

the uncertainty in the interational ecOnomy.

~_2). The Bank, however, promised to. develop several business:mo_dels for critical

sectors of the domestic economy including aviation.

V. nge; ian College of Avmz‘z(m Technology (NCAT), Zarm
| The presentatlon by NCAT Zaria focused mainly 011 ts chaﬂenges

1mphcat10ns for effective service dehvery and suggestions for the way forward




a)

1

ii-.

The chaﬂenges' include;
Lack of fundjng for the Coﬂege from the 2016 FGN Budget
‘ngh Operatlonal cost due to hlgh cost of AVlanen Gasohne (AVGAS

~ 100LL) and aircraft spare parts;

1.

1v.

vi.

Vil
- Vidis

IX.

- b)

¢ accommodatmn and. e}assrooms and--.

Low infemaﬁonally generated revenue and high indentedness;

Shortfall in annual FGN eapital budget releases;

. Lack of access'to foreign exchange'

Inadequate number of reqmred spec1ahsed manpower (Instructors);
Inadequate equipment and fa01ht1es fot commencement of advance aviation

tralmng,

Encroachment on College land.

For the Way f01 Ward NCAT is made the following 1ecommendat10ns

_ 1 Amendment of the Coﬂege Act to ensure clasmﬁca‘non of the Coﬂege asa

tert1ary institution; -

~ 1i. Access to TETFUND as aItematlve means of fundlng,

| .-_“__4111 Re ﬂeetmg of Alrcraft w1th aircr aﬁ utﬂlzmg readﬂy avaﬂabie fuel;

v Tlmely capital budget releases;

V. Spec1a1 allocatlon of FOREX by the Central Bank of N1ger1a
vi. Increase in- fundmg for the prov1sxon of addmonal training aids
equipment and other infrastructure to increase and-other infrastructure to -

Increase training capacify and réplace all obsolete equipment;

Vii. Commencement of prepaid system and payment of indebtedness by
debtors
vl Slgmng of MOU th av1at10n parastatals airhnes for long term

training of staff;

:Inade.quate;-_;,traimng_—;_eapaeity;;-due to insufﬁcient; facilities like hostel




ix. Training arld re-training of staff .(approxf;als and funding).

7 vz 7 Nzgerzan Clwl Awatwn Auﬂwz zrv (NCAA) _ :
In her submlssmns NCAA 1dent1ﬁed a number of challenges confrontmg the
Authouty in the dlscharge of its statut()ly duﬂes These challenges melude
- l | Lacl{ of corpelel’ie geverﬁenee and poor management l
2. anted access 1:0 capltal markets and h1gh cost of fund
3. ngh debts owed av1at10n servme prov1ders and to NCAA in particular;
S ,4;;,Lacl< of easy access te fmemn exehange | ‘
5 'Lack of mfrastrueture to enable 24[7. all Weather operatlons at the airports
1 m N1ger1a | | | ' | '
__6. ;%Lack of mamtenance 1epa11 and overhaul faellmes
R 7 Dwmdlmg quallﬁed teclmcal personnel. sueh as p1lots engmeers ete.;
| 8. Inadequate supply and hlgh cost of av1at10n fuel compared to other
| countrles - | |
9 -- ngh msurellee._premlum payments being made by domestic alrlmes in
ngema When compal ed Wlth thelr forelgn eounterparts |
B lO Failure of domestlc alrlmes to remit the 5%TSC- ‘to NCAA at the
appropriaté time;
11.The 25% of the operating surplus of aviation agenc1es mcludmg NCAA,
o bemg pald to’ the Federal Govemment |
12.Incursion of the Consumer Protection- Couneil into areas that are
exclﬁs:lve.to .eviafionsecter'as aviatioh'consumers pretection is covered
by the Civil Aviation Act, 2006, the Nigerian Civil Aviation Regulations,
2015 and the Montreal Convention.
vii. AMCON vs. AERO CONTRACTORS COMPANY OF NIGERIA

In response to the question of its (AMCON’ s) plan to revive Aero Contractors,

- the representative of AMCON made the followmg subrmssmns




‘a). AMCON acquired 60% stake in Aero Contractors in J—anuary 1, 2012, while
- _Legacy Shareholders has 40% stake; |

| b) ‘The Staké Was5‘nurchased at the cost of N24.20 billion. if"This brought the

Company s outstandlng balance at pmchase to N32 579 603 282 55. This was
secured with a debenture on all aircrafts and prope1tles in Lagcs Port Harcourt

+ and Warrd. ., .

¢). AMCON also facilitated the restructuring of Aero Con’_{racticrs’ N10.2 billion
© loan to 12 year Term Loan and N14.00 billion converted into 28 billion units of

.. N0.50 ordinary shares for-60% equity. -~

d). Beside this, tHere has been additional financing of N6.00 billion working
capital provided under the Bank of Industry Power and Aviaticn Intervention

:Fund (PAIF) N2 30 blﬂlon 12 year term loan also under PAIF scheme and

o N2. GO b1lhon blldge ﬁnance facﬂny w1th one year tenor and US$1 billion short.

hterm loan for crltlcal 1ease payements S

). The current outstanding balance is N21.29 billion (inclusive of BOI
loan/exclusive of equity). The implication of this is that Acro” Contractors is in
~= ). In the post-restructuring era, AMCON has inj ected the surn of N8.30 billion
as additional funding”to the airline. This was to provide supp;ort for the airline

towards grcw“ch, fleet expansion and job creation.

g). Despitc AMCON’s continued support, the airline 1s still faced with

numerous challenges that include; :
i. Agcmg alrcraft

_11 Neganve plcﬁtabﬂlty, .. |

1. High opelatlng costs;




1v. Overstaffing;
V. Very high ﬁnancial costs — largely from historical debts; -
W\?iﬂi Poor customer serv1ces o

Vii Poor 1nfrastmcture ‘

viii. Unavailability of Forelgn Exchange |

ix Poor Corporate Govemance etc.

h). The above hsted factors 1mpacted negatively on the operations of the airline

'paﬁlculaﬂy 112014 and 2015.

1) In view of the challenges the agitation of the unions and the need to restore

__confidence in the airline, AMCON appointed Mr. Adeniyi Adegbonmlre SAN,

B _on February 5, 2016 as the Receiver Manager pursuant to its, powers under the

_ Al\/ICON Act. Subsequenﬂy, a substantive CEO, Capt. Fola Akmkuotu and
CFO Mr. Kabiru Mohammed were appointed to manage the airline with a
mmandate not to hqwdate it but to keep it going, sustain its brand and tumaround

- the operational and financial position of the Company.

| _]) foﬂowmg the depletlon of opelatlonal eqmpment to minimum threshold
| permltted by regulaﬁon and mablhty to re- mduct aircraft on mamtenance the
WManagement of the anhne Suspended ﬁxed scheduled services effective

- September 1, 2016

k). Roadmap to recovery

Repositioning'{he airline 1o enhance operational-efficiency, su-étainabie Eusiness
mode and strong financial position will involve, among other things, the
Tollowing;

1. Deconstruction- of the - existing operational structure and replacement of

obsolete business model;




ii. RevarnpincI the three main divisions (Fixed Wing, Rotary Wing, and Air
Maintenance Organrsatron) 10 ensure ope1 ational synergy while contributing
posrtrvely to overall pr oﬁtabrhty, ' ‘

I Explore all optrons mcludrng Jornt Ventures to recapture the oil and gas
busrness Where the Company controlled more than 70% m 2009 but .
_ currently has less than 5% of the market share, Also enhance the footprmt
in the charters services with renowned ‘Aero brand
' - 1v. Build a Nigerian airline with a world 1c51ass standard drrven by experienced

i managem@nt;aad guidéd bya IQbI,l,SLGQI‘,pDTa‘ié goverﬁénce structure

":The Nrgerran Unron of An Tr ansport Employees (NUATE) mforrned the
Commrttee that the problem wrth Aero Contractors 18 the mabrhty of AMCON

ey o0 manage the post- 1estructur1ng era efﬁcrenﬂy Thrs accordmg to NUATE is

Supported by the followrng facts |
V iIn 2011 Aero Contractors had 15 operatrons arrcrafts when AMCON took _
. over. But as at Septernber 1, 2016——\_&7}_1en the suspensmn of operation was .

- announce, the number of aircrafts has been reduce to only one;
 11.Since J anuary 2016, NUATE has made efforts to draW the attention of all

~~~stakeholders to'thé degree of —'corr"tipt*practices- and maladministration in the

airline under AMCON. Thrs explalns Why AMCON hag refused to make

pubhc the report of the external audrt of the assets and liabilities if the
arrhne | | |

il if AMCON has 1nvested as much as it clarms to have done into Aero
Contractors Why is there no fund to address-the nnmedlate chaﬂenges such
as the replacement of engines, return aircraft that have undergone overseas
maintenance checks back to Nigeria among otlaerthings?

iv. AMCON has also falled to ensure the payrnent of Workers salaries in the -
last four rnonths

v. The disengagement of stafl of Aero drd not follow due process.




. Similarly, the Air _Transport Services Senior Staff Association of Nigeria
. (ATSS SAN) subnntted that the management of Aero Contractors has a plan to
revamp the alrhne However the nnp}ementatron of the plan 1s suspended due
‘to the fact that the redundanoy negotratrons between the labour unions and the

Management of Aero have remamed 1nolus1ve because the amount being

- '?‘-:foffered IS far 100 srnaﬂ ATSSSAN noted that Aero Contractors’ offer is

rnformed by its poor ﬁnancral base Tt 1nformed that -the conclusion of the

ecrotratrons Wrﬂ help the Management to’ 1mplement the plan but AMCON has

~ to be convinced to provide the requrred amount to enable the conclusion of the

: redundaney negotratlons between the management of Aero Contractors and the - -

='la‘oeur unions. The Umon appealed fo the Comrnrttee to convince AMCON to

BRI mk s decrsron of ﬂot put;tmg in any mOney agarn into Aero Contractors

- —-vii’i——- —FMW Bi—-'-ceu'rmev Avidtion Services Ltd

. a). The concession. agreement between FAAN and Bi- Courtney Aviation
Servroes on May 25 2015, for the operation of regional ﬂrghts n Murrtala
| Mohammed Arrport 2 (MMAZ) Lagos, has been a subject of protracted
' htroatron While Bi- Courtney has accused FAAN of being i 1n opposrtton to the
comrnencement of the operatron FAAN has argued that Bi-Courtney’s claims. -
that the concession is for a period of 36 years as WeH as its claim over the
. General AV1at10n Terrnrnal (GAT) were not provided for in the concession -

, agreernent

b). Bi-Courtney approached the courts and secured judgements compelling
FAAN to comply with its wishes and demands Following the loss of FAAN’s
appeai against the Judgement on techrncal grounds ‘FAAN 1nst1tuted an appeal

" at the Supreme Court where the caseé is vet to be determined..




~ ¢). On the basis of the courts’ rulings, Bi-Courtney put forth the following
prayers to the Committee;. . | ,

_ 1. The Committee to-compel FAAN to comply with the laws of Nigeria as
pronounced by two different courts; ;

ii. The Committee to compel FAAN to allow MMA2 to ,:‘c-ontinue with_its

development under Bi- Couﬂney, |

" i, “The Commitiee to compe] FAAN to complete the handover of GAT and the
~ neighbouring plot already allocated to MMAZ2; and |

_.1v. Bi-Courtney be allowed to commence regional flights for which approval

_has been given. . |

d) "The Pre51dent of ATSSSAN informed the Committee that the controversy

sun‘oundlng the eoncessmn of I\/M Lagos, 1s a clear Indlcatmn of some of the

| key chaﬂenges expected to bedevﬂ concession agreements when they are not

transpznently done He expressed fear. that if the proposed eoneessmn of the

' Federa1 Alrports should follow the -example of FAAN and Bi-Courtney

- agreement it Wﬂl be agamst the 1nterest of Nigeria and ngenans

1x. Labour Unions i in the Airline Industry

1. Air Transport Services’ Senior Staff Association of ngerla (ATSSAN)

" Secretariat, made the 1 foﬂowmg Subl’l’HSSlOIlS ;
a). FAAN is established to build, manage and maintain all airports in Nigeria

with its 1nterna11y generated revenue.

b). However, there is excessive interference in operations of FAAN by the
M1mstry of AVl&thIl (now Mlnlstry of Transport) This has been affectmc the |
_operations of FAAN

The representatlve of ATSSSAN Com.- (Barr) Frances Aklnjole Head of = =~




¢). There are a total of 21 Airports being managed and mamtained by FAAN.
.Qut of this number, only. 4 are viable and it is these 4 viable airports that
oo government thas-targeted -for -concession. Meammfhﬂe the fate of the other 17

+ . girports has not been decided by governmenf.

d) FAAN does not depend on govemment t pay salaries of its staff and 1o
mamtam 1ts equ1pment It doeé thls from its mtemaliy generated revenue.

-__H0W¢V51_;.F,,w is eu:r_ently stguggimg to maintain its equipment.

e)Currenﬂy, FAAN has a liability of N200 billion tied to its assets and has
“been ’dnéible' to =pa‘y 'N74"b’ﬂlior’l"‘s*e‘{rerance allowahce of Nigerian Airwajs staff

govemment._.

- From the issues raised above, ATSSSAN posed the follo\mng questlons |

R 1. In the event of the concessmn of the 4 most VIabIe airports in Nigeria, What
" happens to the remaining 177 _

Ui, What is going to be the fate of staff of FAAN who work the airports marked
for concession? f

_111 Who WIH pay for the salaries and severange allowances of those to be
dlsengaged in'the evernt of the concession? =

iv. Who will be responsﬂ)le for the mamtenanee of airport equipment and the

payment of both the N74 billion severance allowances of staff of Nigerian
Alrways and the N200 billion liability? -

v. How Wﬂl the concession take care of the ongomg buﬂdmg of new terminals
on a loan from Chinese government?

- .1). Arising from its opposition to the proposed concession, ATSSSAN made the

_following recommendations as some of the ways to rescue the aviation sector

from imminent collapse;




i concession new. airports ;-

i. Curb corrupt practices in the aviation sector by closing all leakages and
~ensuring that all airports operate cashless economy. Leakages account for

~over 35% revenue losses to. FAAN;. .

-=:rii; Rather than’ concession existing airports, governrrfent should build and

) 111 The Assocratlon has since January berng drawzng the attention of

government to the crisis in Aero- Contractors W1th a view to intervening in
. saving, the. airline but the 1nter.vent10n failed to cor_ne till now. Thus, the
_ Association cai__led.on,the:C'or_nn:nttee.to _e,ompel._AMlCON to do everything
:neee_ssary to 'reseue Aero Contr.aetors in the interest'of the workers there

before they become liabilities and security risks to the sector.

2 Natlonal Uniion of Air’ Transport Employees (NUATE)
NUATE was represented by its Seeretary General Olayrnka Olu’Abioye. The

" chux of the subrmssron by the UIllOl’l centered on two ma}or issues; 1). the need

- for the ‘Committee o do everythlng “within its powers ‘to rescue Aero

' _Contzactors ﬁom totai eoﬂapse and save the workers from untold hardship and

suffering, -and the need for the Hon Minister of State, Awatron tfo set as1de the

Mmlstry S proposed concession of arrports

=

" a). The Union' was of the view that the crisis in Aero Contractors was created by

~ AMCON. In its oprnron AMCON lacks the tech:rnca1 competenee fo manage an

arrlrne busmess

b). _Aocording to NUATE’s Secretary General, re_scuiné Aero Contractors is

possible -given that despite the seeming precarious situationn, which AMCON
has created in Aero, the Company still has the foﬂowmg,
There were as at August 31, 2016 When Managernent ordei ed suspensmn

of operatlons 5 operatronal aircrafts 3 arrplanes and 2 helrcopters




* 4 aircrafis out on maintenance, which are yet to be returned to the
country; o . B
<. UJSD6 billion tied'to an Embraer deal to purchase new éirplanes .The deal
 has been abandoned’ diie to poor handhng by AMCON The money can
‘berecovered; ' '
- -e- Aero- Contractors-has -a: ‘subsisting- credit of N3 bﬂhon with NNPC,
Total/Agzp and BelBop, which can be used in proeurmg more airplanes;
et Aero hias a'subsisting contract of USD1 million per'month with Chevron
and N200 million’ per month Wlth BelBop. All these can be leveraged

" upon to rescue Aero Contractors from total collapse.

| e) On the i issue of proposed eoncessmn of alrports the Umon submltted that

At present ‘a total of 68 cases a—re‘ pendmg in vafious courts over i
. eoneessmns acramst the F ederal Govemments ;

| _ 11 In the proeess F AAN has irr etnevably Iost NS billion pafd for _]ObS that had
been 1ﬁve11dated T T T

| . 11,000 FAAN Workers (excludmg retirees and their dependents) who will
be affected by the ploposed concession are e not being ea:med along in the

, proeess. _

d). On the basis .ef | the !fereg;oing, ‘the Union 'macie the-foﬂowing
recommendations; | ' _ -
i. The Hon. M1mster should in the interim set aside the concession bid;
ii. Conduct a feasﬂolhty study that will take into consideration the experiences
of previous concessions; ' _
lii. Amend the Act establishing FAAN to inelude the possibility of airport
= CONCESSION in certain circumstances: and -
1v. Altematwely, let the concession begin with any of the non-viable airports

for experimental purposes.




3. National Association of Aircraft Pilots and Engineers (NAAPE)
N :a)

Aee(ndmg to the ASSOCl&thII the ‘debate and eontmversy around the

£t ._ 'propesed concesswn could only be undelstood fmm three l)road contending

mterests

1 The mterests of over ll OOO Worl<e1s & ret1rees of FAAN Who are

B FR TPy

also Nigenans Whlcl’l should be considered as the most important

mterest here

L Interest of the Federal Govemment of Nigeria actmg through FAAN,

s

' wluch alms to develop Nigena 1nclud1ng the av1at10n sector. However,

 this ] mterest needs to be drlven by alrports and airline sueh as makmg

) PR AR - _?,

mLagos a1rport an mtemanonal hub; and

111 The mte1 est of over 5 O rmlhon users of the airports. :

iv. All these mterests meet at natlonal level (National 1nterest)

b) From the foregomg, NAAPE' riade the followmg submlssmns

1.

i

111.

1v.

A Steermg C01nm1ttee needs to be set up to help FAAN and the Ministry to

“identify " the ehallenges and hurdles to the concession and remedial

measures

All partles should submlt their submissions to the Steeung Committee
while awa1tmg its reports Meanwhile, the Steering Commlttee should be

allowed to consuler all relevant 1ssues 1dent1ﬁed

1,500 Workels in Aero Contraetms have not been pald for the last 4

~ months. The -House Committee should invite - all parties; - AMCON,

Management and labour unions; to reason the way out;

For the airlines to be rescued, they need to reposition themselves for

~rescuing. They need to address the challenges of corporate governance,

corrupt practices and huge indebtedness. Arik Air is owing FAAN

- NAMA NIMET Workers Unions, etc. yet it is the blggest local operator




This is because Arik Air has poor corporate governance. No union operates
~ in Arik Air, those who have shown interest in the union have been sacked,
... with discriminatory salary. payment system.

x. Airline Operators

| a) Among the Iocab’domesnc alrhnes that made plesentatlons were Airk A1r
Chanchangl A1r1111€:s Dana Alr and Med View. Two international auhnes

7 Emirate Air and Eth_mplan Air also made presentatiqns.

b} For domiestic alrhnes their challenges include but not limited to;
~i. Absence of enabling aviation infrastructure;
ii. Inconsistency im government policy; ot

iii. High cost of operation due to multlp}e taxatmn n

“iv. Transaction in the séctor is foreign currency denommated
vl eguianty in the availability and high cost of avzatlon fuel;
".?"'5'"\?f.f“Lack of access to foreigh excliange;

Vil Nonavaﬂab;hty of passengers due to recession;
viii. Encroachment of foreign airlines into multiple airports in Nigeria;

ix. Treating foreign airlines more favourably than domestic airlines;

¢). On the other hand international 8.11'111’16 1dent1ﬁed the followmg chaﬁenges as
~some of the reasons -for relocatmn to other countrles or outright suspension of |
operations.
1. Uncertainty in foreign exchange that results in revenue losses;
11. Poor state of aviation infrastructure such as runways; and

iii. Shortage and high cost of aviation fuel

- So far, Emirates has cut down operations to 21 flights a week and will be further
;_j?@@@f? 77_d;_u§3__ Eg_:th_e__se-;c::gglzﬂcng@;: The airline was also scheduled to suspend

operations in Abuja from October 29, 2016 and continue with Lagos.




‘ Iu Civil Societv'-‘()r,éar.u'ﬁsat‘tons (CSOS). |

| _ l AVIaticn Safety Roundtable Imtlatlve

o a) The AVlatlon Safety Rcundtable; Imttatwe stated that 1t will SU»PITJO?'Z't the

| propcsed-_ concession of airports by the Ministry if it is transparently conducted.

- The process must be clear on what and what are being ccr;cessioned.

b) The support for concessmﬂ is because cuzrent eammgs by government have

o been adversely affected by economlc 1ece551011 Thus concession will enable

...,ihefpttvate—sectcr-tc -par-_t-tclpate-m the d_evelcpment of the airports.

c) The Assomatlon opmed that before the concessmn “the ‘Nigerian Civil

“:Hszatmn Authority (NCAA) should be mandated to aud1t the accounts of all

' alrhne oper ators to uncover corrupt practtces

i d):}Nigerié. has given too much concession to international airlines to the
.. _deiriment of domestic ones. They are encroaching into domestic markets.

e) There is the need to make a1r11ne 1ndustry viable by settmg new standards.
For instance, no domestic atrhnes should be allowed te operate with 2 or 3
- aircr aft The minimam Shculd be 5 These Who do not meet this standard should

' merge or go to pubhc market to raise funds :

‘ f). Regﬁlatcry agencies shoi,ﬂd_ be ‘stre'ngthe'ned, while oversight function by the

' 1egislatute"should' be made more regular. =~

2. Internationel Air Transport Association (JATA) |
TATA was 1epresented by its Area Manager Dr. Sampson He made the

fOHOng Submlssmns




i. 1™ intervention was ;iot beneficial to airlines because thé rate of exchange
given by the Central Bank of Nigeria as against what ObtaLiﬁed at the parallel

~ market was not fav'ourable* :

exctiin® initervantion dssall bemg propoged;’ "

iii. For interventions in the airline industry to work, there mﬁst_ be a significant
reduction; in exclﬁsive-depéndence on-dollars by airlines. Local airlines can

" be niade topay’ in local currency; '
v FAAN must address the crisis of uncertamty in the avaﬂabillty of aviation
- fael by collabor: ating ‘with NNPC to-ensure regularity of supply. This also

“has' implication for revenue for FAAN, NIMA etc;

—— ——- -—-v=Government-should address-high rate of infrastructural decay in the aviation

sector, especially the Abuja Airport runway;

Tlavtyic Make: proactive aviation: pohmes to support the growi:h ‘of the aviation

industry; and .

o wvit Address security chatlengeési=3. 15 Ui vee

3. Safe ngerla Group

submlsswns

1. The interest of the employees of FAAN cannot override the pubhc interest of

oNigerians;w ¢ Tt e e e ’

ii. If the concession will brmg about . efﬁclent services dehvery, it has to be
supported But it must not result in the sack of workers.

iii. Tt is not the respons;bﬂ;w of government to rescue dying piiivaté airlines with
public funds.

iv. Relevant anti-corruption agencies should be mobilised to investigate the

activities and operations of private airlines in Nigeria.




In summary, the presentations and submissions made before the Committee
..-b,or.der.oﬁ.the._follo_w.ing; U
i. - The merits and demerits of the proposed concession of the airports with
* evidences from the ¢oncession of MMA?2 by FAAN to'i?i—Courtney;
“ii. "The ' challenges of Hirline” operators  in _Nigeris; _(domestic and

. mtematmnal)

iy Instabihty of foreign exchange i
e "Non-availability and high cost of aviation fuel;
¢ Use of multiple ailports by foreign airlines;
“ e High c6st of Operation due to multiple taxation; and
- eesetie Poor state of'aviationr mfrastructurai facilities, ete | |
1il. . The fears and concerns. of the members of 1abour umons employed n the

airline mdustry durmg and aftel the concession;

Ank An‘ mdebtedness to FAAN and

Poor management of Aero Contractors bv AMCON

8. sam&g of Findings = .
From the plesentatlons and submissions made before the Committee, the
followmg findings were made |

7 ”1 Prekus and Current Alrports Coneessnon Process

1. Previous concessions were not Suocessful This is ev1dent by the fact that
about 68 cases are pending in various courts of law against the Federal
Government as a result of failed concession agreements; 7 |

-~~~ —2.-The -concession agreement between FAAN and Bi-Courtney Aviation
Services Lid, which ‘hasrbecome a subject of protracted lifigation is a
good case of bad concession arrangements and processes;

3. Principally, the failure of previous concession agreements is occasioned
by the fact the processes were netther transparent nor did they-follow-due--'

Process;




4. The failure of previous concession agreeln;énts have resulted in revenue
'+ s e oo JoSses in the aviation sector. For instance, FAAN paid over N5 billion for
| jobs that were already invalidated by court ruhngs
5. The Hon. Minister of State, Aviation, conﬁrmed govemm’ent’s proposed‘
- plan to concession some of the airports;
Y Theconcession-accordingto-the Hon. Minister will be 100%;
7. The pf(jposed concession is not based on any feasibility studies;
© 8. The Hon:"Minister ‘has alfeady set up an Implementation Committee to
o s tdrive the proposed concession process Wit}iout the involvement of some
“ critical stakeholders in the aviation sector such as the labour Unions;
cipssens o9 - While: members: of:thes {abour unions in the airline industry (ATSSSAN,
' NUATE, NAAPE among others, are opposed to the proposed alrports
“concession’ arrangements ‘CS0Os Wlth 1nte1est in the sector such as Safe

N1ger1a Gr oup, and Aviation Safety Roundtable Initiative, are in support 7

of concession provided the process will be tfansparent and orderly

]

2. Suépension of Gperaﬁons bv Local Airlines

17 The Committee found that for some technical reasons, Arik Air and Aero.

Contractors at various times suspended scheduled operations;
20 While Arik Air has sincé tesumed operations, Aero Contractors has not
resurﬁed; | | |
- 3. With - the-: prevailing ~ citcumstance, the likelihood of other airlines
suspending operations in the near future is plausible.

— . -

3. Increasing termination of operations by international airlines

1. The Committee found that a total of 15 international airlines, including,

Air Gambia, Delta Air, Emirates, Iberia, U;'nited Airlines, among others,

have relocated to neighbouring countries like Ghana;

-




2. This mass relocation is occasioned. by a cumulative loss of about N64
billion by foreign airlines in the wake of the new foreign exchange policy
—oeof the Central Bank of ngerla - | |
.’_"-3 ":'Other factors ‘behitid ‘the: mcreasmg relocatlon of international airlines
... include - scarcity..and -high :cost of aviation fuel, inconsistency in

L -g_OVennnent policy and poor state of aviatic)n_infrast;ucture.

4 Thc fate of Nigenans emploved in the industry

l The Comm;ttee founcl that about- 1700 staff of Aero Contractors are

bemg owed 4 months salarles and have been Verbally asked to proceed on

~an mdeﬁmte suspensmn by the Management of Aero Contractors :

‘ 2 Ank A1r is also owing its staff Varlous mornths of unpaid salanes
E 3 Staff of N1ger1an Alrways are stlll-bemg owed a severance allowance of
N74 bllhon il date | |

él The proposed concesswn arraﬁgﬁnent has not taken mto consideration

the fate of ngenans who are employ-_ed m___j;h_e___mdust_ry.r

S AMCON VS. Aero Contractors

1. The Commlttee found that Aelo Contractors isina crltlcal s1tuation
2.:Since the takeover of the Company by AMCON,- its operational
efﬁc:lency has grown Worse;
3.‘ An accumulatlon of a-Ilumber of challenges compelled Management to
suspend operatlons with effect from September 1, 2016;
4 The current status of the Company is occasmned by the dehberate refusal
o of AMCON to mvest more funds mto the Company, desplte holdmg 60%
equity stake in the Company;

N

There is the possibility of rescuing the Cornpa'n}'} if AMCON would be

.W1ll1ng to 1n3ect more funds into the Company, )




s ,‘: 6. HQw_ever, it is evident AMCON has no immediate plan of action on how

-

.to rescue Aero Contractors

6 Challenges of Axrlme Operators '

1) ‘The Commlttee found that both domestlc and forelgn au‘lme operators in

N1ge11a are challenged n the mgm by the foﬂowmg factors

Domest;c A]rlmes

.:e

Lack of access to foreign exchange; .

Absénce’ of enabling aviation infrastructure;

— Inconsistency in government policy;

High cost of operation due to multiple taxation;

Transaction in the sector is foreign currency denominated;

Irregularity in the availability and high cost of aviation fuel;

Non-availability of passengers due to recession;

- -Encroachment of. foreign airlines-into- muh:i'p.le a_irpérts in Nigeria;

. Treating foreign airlines more favourably than doméstic airlines;

~ Foreign Airlines. ... . .. ... ..

. Uncertainty in.foreign exchange that results in revenue losses;

Poor state of av1at10n infrastructure such as mnways and

e Shortage and h1gh cost of av1at10n fuel

ii). This

countrles

‘has resulted in increasing relocation of airlines to neighbouring

-111). The Central Bank has no 1mmed1ate plans to rescue the au‘hne industry in - -

terms of access to foreign exchange at an affordable_ rate; _
'iv)'. The Committee also found out that in September 5, 2015, the CBN
 established a N300 Billion Power and Airline Intervention Fund (PAIF). But

"N120 billion meant for the aviation sector was diverted by the beneficiaries of - -

the fund.




7. Imphcations of prevallmg issues in the sector on the ngenan economy

1) The aviation sector 1s one of the most V1bra11t in Nigerian economyﬂ

e In 2014, the sector’s contnbutzon to ngerlas GDP. was about

$0 7 billion (N137.9 billion) and $685 mﬂhon in 2015;

The sector also supports 159,000 jObS in the country,

comprlsmg 44 000 jobs dnectly Supported by the aviation
sector, 64,000 jobs indirectly supported by the aviation sector;
51,000 jobs supported through the spending by the employees

~_ of the aviation sector and its supply chain; &

o dl)rifthe-erisisinthe sector continues unabated;

o In addmon theze are fuﬁher 130,000 people employed through

the catalytlc (tounsm) effect of the aviation settor.

Its contrlbutlon to GDP will drop s1gn1ﬁcant1y,

Theua WlH be excessive _]Ob 1osses

,,ﬁlﬁﬁd}’,;}?‘fﬁ}}}fﬁh@ suspension of operations by Aero Contractors

for instance, {)Ver 1,200 staff have been pla}ced on indefinite

-~ suspension-and-without -salaries in the last 4 inonths while the

relocation of mtematlonal airlines to nelghbourmg countries has ‘

=

also resulted i m some job losses;

iii‘). Job losses will result in economic distress and poxferty. There is an

intricate relationship between poverty and security crisis around the world.

Thus, the job losses in the sector may aggravate the existing national security

~ crisis in Nigeria;- - - - e

iv). Socially, the challenges will negatively affect interact;ions and relations

between individuals across national borders. This is also expected to have

negative implications on national economy




9. Recommendations from the Findings
T From the findings made above, the following recommendations are herewith

made;

1. The House of Representatives to direct th? Hon. Minister of State,
Aviation to stay action on the proposed aiz_iports concession until the
Minist'er- has been able to brief the House and Nigerians on how the.
proposed concession will remedy the challe;;jge.s facing the sector and

- - benefit consumers;

ii. The House of Representatlves to mVlte the Hon. Minister of State,
AV1at1dﬁ -to appeal before the House and plOpBIly and fully bﬂef the
House on hlS plans and programmes for the av1at10n sector including the
e current status of i:hé:_(;jn-gmng remodeling of 1nternat10na1 airports and the
 feasons behind the scope and design of the ongomg remodeling: Minister
to promde detaﬂed dlawmg and spemﬁcatlon of the current design. This
~important fo ascertain the actual cost of ongoing remodeling compared to

the loan received. |

 iil.  The House of Representatives may not take any action on FAAN and Bi-
Courtney concession agreement till the case is determined by the

" Supreme Court.

iv.  The House of Representatives to invite the Governor of Central Bank and
= airlineoperators - (Domestic and International) to deliberate on the
possibilities of CBN’s intervention in the crisis of foreign exchange for

the airline industry;




v. The House of Representatlves to direct the Ofﬁmals of the Economrc and
F1nanc1a1 Crnnes Comrmssmn (EFCC) to 1nvest1gate the diversion the

N12O b11110n aviation mterventlon fund by the CBN in 2012;

Vi, The House of Representatlves to meet with Management of aviation
- regulatory agenc1es (FAAN NCAA, NAMA, AIB, etc.) to deliberate on

the possrbrhtles of denommatmg the aviation sector in local currency

(N alra)

" vif. The:House of: Representatrves to urge the Management of Arik Air and

S r_other Airlines . to reconcile its accounts with FAAN NAMA and NCAA
Wlth a VleW to payrng off thelr debts

an The House of Representatlves to invite the AMCON to appear before the

House and fully brief the House on its plan of aotron to resuscitate Aero

' Contractors arrhnes

, 1X ,,,,Th@_HOUS_.@_Qf _Rep_resentatiyes__to invite AMCON, Managernent_of Aero
Contractors airlines and leaders of Labour Union in the airline industry to
discuss the contmuatron of the redundancy negotratrons between
7Mianagement of Aero Contractors airlines and labour union leaders,

 which.was suspen(_ie_d by AMCON’s refusal to finance the outcome of the
. negotiation;
X. The House of Representatives to investigate the sitatus of payment to

- Acro by Chevron and discover full details and where the funds are

currently domiciled;

xi. The House of Representatives to direct N.N.P.C to as a matter of urgency

make aviation fuel available regularly at affordable price; and
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xii. The House of Representaﬁves to

 aviation fuel (Jet A1) locally.

=m. Nkeiruka Onyej eoc_:_ﬁ

41|Page

direct NNPC to make effort to refine
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