
-
Level 35, 360 Elizabeth street                                                                    Telephone (03) 9290 1800

Melbourne VIC 3000                                                                                  Facsimile (03) 9663 3699

 REGULATORY REPORT

BRISBANE AIRPORT

1999/00

April 2001





iii

Table of contents

SUMMARY OF PRICE CAP COMPLIANCE, OPERATING FINANCIAL RESULTS AND QUALITY
OF SERVICE FOR PHASE I AND II AIRPORTS 1999/00............................................................................. V

Price Cap Compliance.................................................................................................................................. v
Operating & Financial Performance........................................................................................................vi
Quality of service ..........................................................................................................................................vi

INTRODUCTION.....................................................................................................................................................1

The report ........................................................................................................................................................1
Brisbane Airport ............................................................................................................................................1

1 QUALITY OF SERVICE MONITORING...................................................................................................3

1.1 THE COMMISSION’S ROLE AND APPROACH TO QUALITY OF SERVICE MONITORING ................... 3
Regulations.....................................................................................................................................................3
The Commission’s approach........................................................................................................................3

1.2 QUALITY OF SERVICE RESULTS 1999/00................................................................................................ 5

2 REGULATORY ACCOUNTS REPORTING...........................................................................................13

2.1 THE COMMISSION’S APPROACH............................................................................................................ 13
2.2 BRISBANE AIRPORT CORPORATION LIMITED, REGULATORY ACCOUNTS 1999/00..................... 13

3 PRICE CAP COMPLIANCE......................................................................................................................15

3.1 THE COMMISSION’S ROLE...................................................................................................................... 15
3.2 PRICE CAP COMPLIANCE 1999/00......................................................................................................... 15

Vehicle access charges ...............................................................................................................................18
APS revenue and expenditure reconciliation for year ended 30 June 2000....................................19

4 MONITORING OF AERONAUTICALLY RELATED SERVICES......................................................21

4.1 THE COMMISSION’S MONITORING ROLE ............................................................................................. 21
4.2 PRICE MONITORING – BRISBANE AIRPORT , 1999/00 ........................................................................ 21

Fuel throughput levy...................................................................................................................................24

APPENDIX 1: OUTLINE OF QUALITY OF SERVICE INDICATORS ........................................................27

Table 9:  Quality of service indicators.....................................................................................................27

APPENDIX 2: PASSENGER PERCEPTION SURVEY RESULTS................................................................29

APPENDIX 3: AIRLINE SURVEY RESULTS ...................................................................................................33

APPENDIX 4:   STATIC INDICATORS AT 30 JUNE 1999 AND 30 JUNE 2000.....................................35

APPENDIX 5: BRISBANE AIRPORT REGULATORY ACCOUNTS (SUMMARY).................................36

APPENDIX 6: BRISBANE AIRPORT OPERATIONAL STATISTICS.......................................................47





v

Summary of Price Cap Compliance, Operating
Financial Results and Quality of Service for Phase I
and II Airports 1999/00

Price Cap Compliance

The Commission conducted price cap reconciliations for Phase I and Phase II Airports for
the 1999/00 period. Table 1 summarises the price cap reconciliations for all of the Phase I
and Phase II Airports for 1999/00.

Table 1: Price Cap Compliance Phase I and Phase II Airports 1999/00

Airport Required
reduction/increase

Actual
reduction/increase

1999/00
Over/under

recovery

Brisbane Airport -3.93% -1.32% 2.61% over

Melbourne Airport -2.402% -2.361% 0.041% over

Perth Airport -4.82% -2.84% 1.98% over

Adelaide Airport -4.8% -4.9% 0.1% under

Alice Springs Airport -2.0% -3.46% 1.46% under

Canberra Airport  0.28% 0.0% 0.28% under

Coolangatta Airport  -5.8% -6.509% 0.709% under

Darwin Airport -2.25% -3.925% 1.675% under

Hobart Airport -2.63% -3.184% 0.554% under

Launceston Airport -0.670% -0.868% 0.198% under

Townsville Airport 0.84% 0.2% 0.64% under

For the Phase I Airports, Brisbane Airport has over recovered for the last two financial
years. Perth Airport have over recovered its revenues in the last three financial years and it is
imperative that it reduces its charges significantly in the next financial year in order to comply
with the price cap. Melbourne Airport marginally over recovered in 1999/00, but taken with
the net under recovery of the previous two periods has an accumulated under recovery to
1999/00.

For the Phase II Airports, Adelaide refunded the over recovery of 1998/99 by providing a
rebate and has a small over recovery in 1999/00.  Alice Springs decreased aeronautical
charges to bring it in line with the price cap.  Canberra Airport did not amend its charges in
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1999/00, but provided rebates to users in both 1997/98 and 1998/99 to have a net
accumulated under recovery in 1999/00. Coolangatta Airport over recovered its revenues in
1998/99, however, reduced charges in 1999/00 to bring it in line with the price cap.  Hobart
Airport under recovered in 1999/00 however, taken with the over recovery in 1998/99 are
still in a position of accumulated net over recovery in 1999/00.  Launceston Airport has
under recovered revenue over the past two years. Townsville Airport did not increase
charges in 1999/00 by as much as allowed under its cap and have a net accumulated under
recovery.

Operating & Financial Performance

All of the Phase I and Phase II airport operators made positive earnings before interest and
tax (EBIT) in 1999/00.  However, all airports with the exception of Townsville and the
Government owned Sydney Airport made losses once interest and lease premiums are
taken into account.

Table 2 summarises the operating financial results for the Phase I and Phase II Airports as
well as that for Sydney Airport in 1999/00.

Table 2: Summary of selected Financial Results of the Phase I and II Airports as well as
Sydney Airport 1999/00.

Airport EBIT
$million

Interest
$million

Amortisation
$million

Profit / Loss after
interest and tax

$million

Brisbane 68.274 69.484 23.324 (112.650)

Melbourne 87.247 107.58 6.907 (20.290)

Perth 29.360 51.758 7.359 (22.398)

Sydney 120.159 57.463 - 42.842

Adelaide 25.435 32.886 2.920 (7.131)

Alice Springs 0.330 3.022 0.086  (2.692)

Canberra 3.720 5.167 - (2.196)

Coolangatta 3.243 5.252  - (2.009)

Darwin 0.581 10.711 0.472 (10.130)

Hobart 1.752 1.891 0.332 (0.216)

Launceston 1.153 1.099 0.111 (0.188)

Townsville 1.359 1.029 - 0.117

Quality of service

Quality of service for the three Phase I Airports and Sydney Airport are generally
satisfactory.  As in 1998-99, Brisbane Airport again achieved high quality service ratings
from both airline operators and passengers in 1999/00.  Although Perth Airport users and
passengers were satisfied, there were marginal declines in the ratings for some facilities as
compared to that of 1998/99.  Melbourne Airport received lower quality ratings from
airlines, in 1999/00 as compared to that of the previous financial year. The airline’s quality
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assessment of Sydney Airport for 1999/00 is mixed and a comparison of the assessment
with that of the previous period 1998/99 is ambiguous.

Passenger surveys indicated good quality standards for both airports in 1999-00. It should
be noted that both Melbourne and Sydney Airports were undergoing construction works
during the 1999/00 reporting period.

Airport operators have responded to airline comments concerning service quality and they
have been incorporated within the regulatory reports.

Airservices Australia was again unable to provide data on aircraft delays and has advised
the Commission, that its systems would not be able deliver the required performance
information. Aircraft delay indicators (see table 9) form an integral part of a framework for
considering airport quality of service.  The lack of information on such measures is a
significant deficiency in evaluating airport quality of service.
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Introduction
The Australian Competition and Consumer Commission (the Commission) has primary
responsibility for implementing and administering the economic regulatory measures applying
to ‘core regulated’ airports. ‘Core regulated’ airports include the Phase I airports sold in
May 1996, the Phase II airports sold in May/June 1997, and Sydney (Kingsford Smith)
Airport.

The regulatory regime for ‘core regulated’ airports comprises measures under the Trade
Practices Act 1974 (TPA), the Prices Surveillance Act 1983 (PS Act) and the Airports
Act 1996 (Airports Act). It includes access arrangements, and a price cap on aeronautical
services for the Phase I and II airports. The framework also includes a range of measures
designed to complement the price cap and increase transparency of certain aspects of the
airport business.

In order to meet the transparency requirements under the regulatory regime, the Commission
reports annually on airport accounts, quality of service, prices monitoring, and price cap
compliance for the ‘core regulated’ airports.

The report

This report relates to Brisbane Airport and is divided into four sections.  The first section
addresses quality of service at Brisbane Airport and provides a summary of results.  The
second section provides information on Brisbane Airport’s financial accounts. The third
section provides details on Brisbane Airport’s price cap compliance, and the fourth section
addresses the formal monitoring requirements under section 27A of the PS Act.

It should be noted that this report is for information only and does not provide
recommendations in relation to the matters covered.

Brisbane Airport

Brisbane Airport is owned and operated by Brisbane Airport Corporation Limited (BAC),
who took over its operation from the Federal Airports Corporation (FAC) in July 1997.
BAC’s shareholders include Port of Brisbane, Commonwealth Investments Pty Ltd,
Schiphol Australia Pty Ltd, Commonwealth Custodial Services Ltd and other financial
institutions. BAC paid $1.397 billion for a 50-year lease of the airport, with an option to
extend that lease for a further 49 years.

This is the third regulatory report for Brisbane Airport.  The Commission would like to
acknowledge the cooperation received from BAC in providing data and responding to
queries that assisted in the preparation of this report.  However, the Commission notes that
BAC did not agree to supply data relating to revenue derived from taxi charges at Brisbane
Airport in the 1998/99 and the 1999/2000 periods. This issue is discussed in section 3 of
this report.
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1 Quality of service monitoring
 
 This section details quality of service at Brisbane Airport. It begins by providing an overview
of the Commission’s role in quality of service monitoring at Brisbane Airport. Following this
is a summary of the 1999/00 quality of service results for Brisbane Airport.

1.1 The Commission’s role and approach to quality of service
monitoring

Regulations

 The Commission is required to conduct quality of service monitoring pursuant to Part 8 of
the Airports Act.1 Airport operators must provide the Commission with information on a
range of indicators listed in the regulations to the Airports Act (the regulations).2  These
indicators cover various aspects of an airport’s quality of service performance and are
detailed in Appendix 1.

 Generally, quality of service monitoring is aimed towards:

• providing transparency about airport performance;

• discouraging airport operators from providing unsatisfactory standards for services
which are associated with significant market power; and

• assisting the Commission to assess an airport operator’s conduct as part of the
review of prices oversight arrangements.

 The information requested by the Commission from airport operators is directed towards
meeting these objectives.

The Commission’s approach

 In reporting on the quality of service indicators, the Commission focused on the standard
and availability of facilities and services provided by, or which could be influenced by the
airport operator. These facilities and services include airside facilities such as runways,
taxiways and aprons; terminal facilities, such as international departure lounges and baggage
claim; car parking; and taxi and bus pick up and drop off points.  Domestic terminals owned
and/or operated by airlines were not included as part of the quality monitoring report.

 In constructing this quality monitoring report, the Commission sought information from a
number of different sources, including:

§ passengers of the airport, through passenger perception surveys conducted by the
airport operator;

                                                

 1 For a detailed description see Australian Competition and Consumer Commission, Quality of
service monitoring for airports post-leasing, February 1997, available on the Commission’s website
at <http://www.accc.gov.au>.

2 See Schedule 2, Airports Regulations 1997 (Cth).
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§ airlines, through surveys of airlines conducted by the Commission;

§ airport operators, as required under the regulations; and

§ Australian Customs Service (ACS) and Airservices Australia.

Passenger perception surveys

 BAC, in conjunction with a market research firm designed the survey for use in the first
year’s monitoring report. The Commission provided comment on the proposed survey and
also obtained independent advice on the usefulness of the survey in terms of its methodology
and sample selection. In response to Commission comments, BAC made changes to the
passenger perception survey. The Commission is satisfied with the final passenger
perception survey and the methodology used. For comparability of results, the same
questions have been used to conduct this year’s quality monitoring report.  The 1999/00
quality of service survey employs the same indexes as that of the previous financial year and
a comparison of the two financial year results is provided.

 The areas covered by the passenger perception survey included passenger check-in,
security clearance, government inspection, lounges, washrooms, baggage collection, signage,
car parking, and vehicle access for pick-ups and drop-offs.

Respondents were asked to rate quality aspects such as reasonableness of waiting times;
clarity of information provided, such as airport signage; and the comfort of gate lounges.  A
summary of results from the passenger perception surveys is presented in Appendix 2.

Airline surveys

In order to gain information on the quality of airside facilities and terminal facilities, the
Commission conducted a survey of the airlines that used Brisbane Airport over the 1999/00
period. Fifteen surveys were received from the following airlines: Air Caledonie
International, Air Nauru, New Zealand, Ansett Australia, Air Pacific Ltd, British Airways,
Cathay Pacific Airways, Eva Airways Corporation, Garuda Indonesia, Japan Airlines,
Malaysia Airlines, Qantas Airways, Royal Brunei Airlines, Singapore Airlines and Solomon
Airlines.  The Commission will be including Impulse Airlines and Virgin Blue Airlines in the
airline surveys from 2000/01.

As part of the survey, airlines were requested to rate the availability and standard of
particular facilities and services on a five-point scale ranging from ‘very poor’ to ‘excellent’.
Under the availability category, the Commission sought information from airlines regarding
the availability of infrastructure and equipment and the occurrence of delays in gaining access
to it.  Under the standard category, the Commission sought information on the ability of
equipment to perform the function intended, the reliability of the equipment and the
possibility of it breaking down. Appendix 3 provides details of results obtained from the
airline surveys.

Airport operators

BAC was required to provide the Commission with information on the ‘static indicators’ for
Brisbane Airport.  These indicators included the number of passengers, the number of
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aerobridges, and the size of aprons. Details of the ‘static indicators’ for Brisbane Airport are
provided in Appendix 4.

Australian Customs Service (ACS) and Airservices Australia

The Commission conducted a survey of ACS to assess certain quality aspects of Brisbane
Airport.  ACS was asked to rate the quality of immigration facilities, baggage processing
facilities, and BAC’s consultation procedures.  Results from this survey are incorporated in
the ‘quality of service results’ section below.

Airservices Australia provided the Commission with information regarding the busiest half-
hours at Brisbane Airport for the 1999/00 period (see Appendix 4 for details). Airservices
Australia, however, could not provide the Commission with data relating to aircraft delays
over the period.

Issues

 In assessing the quality of service at Brisbane Airport, it is important to note that the quality
of service results may have been influenced by factors outside the control of BAC. Firstly,
check-in services are operated by airline staff and immigration services are staffed by the
ACS, not by staff employed by BAC.  Secondly, the conduct of airlines, Airservices
Australia and other service providers in carrying out their operations may have contributed
to service quality outcomes. Finally, there may not have been sufficient time since the
previous publication of quality of service results for airport operators to implement any
suggested improvements or to address deficiencies in identified areas. For example, there
may be a time lag between increases in passenger and flight numbers and a corresponding
increase in the capacity of terminal infrastructure.  Thus, increased crowding in the lead up to
such new investment could reflect adversely in the results of some quality of service
indicators. Also, improvements in quality may not have been made where the costs do not
justify the expected benefits.

1.2 Quality of service results 1999/00

The assessment of quality of service at Brisbane Airport is made having regard to the
passenger perception surveys, the airline surveys, a survey of ACS, and the additional
comments and data provided by BAC.  A summary of the passenger perception surveys
and airline surveys can be found in Appendices 2 and 3 respectively.

Overall, it appears that airport users, airlines, and passengers were very satisfied with almost
all aspects of the facilities and services provided at Brisbane Airport.

In particular, the 99/00 quality of service results appear to be comparable to those obtained
in the previous periods.

Runways, aprons and taxiways

The quality of runways, aprons and taxiways at Brisbane Airport were assessed using the
results obtained from airline surveys.
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The standard and availability of runways was rated from ‘satisfactory’ to ‘excellent’ by
airlines.  One comment received indicated that at certain times a second runway would
assist, especially in the afternoons. Another airline indicated that there was congestion at one
runway due to weather, cross winds and peak times.

Brisbane Airport had eleven international apron positions for aircraft parking at 30 June
2000.  Overall, aprons were rated from ‘poor’ to ‘excellent’ by airlines. Comments
received indicated that the current extensions to the aprons are causing availability problems.
One airline commented that the apron at the international terminal was too small, allowing
only one aircraft to push back at any time.

Three airlines rated the quality of taxiways at Brisbane Airport as ‘excellent’, six rated them
as ‘good’ and three rated them as ‘satisfactory’. One airline stated that the taxiway between
the domestic and international terminals should be completed as it causes congestion.

Airservices Australia provided the Commission with data that showed that the number of
movements for Brisbane Airport in each of the busiest half-hours over the 99-00 period was
23 (annual average). Aircraft movements in each of the busiest 60 half-hours was 21 (annual
average).

However, Airservices Australia have not provided the Commission data concerning delays
to aircraft movements for Brisbane Airport for 1999/00.

In response BAC stated that the current extensions to the apron were not causing availability
problems since the Southern Apron Extension works did not commence until the current
financial year 2000/01. During the past financial year, 1999/00, BAC had 3 startup or
pushback positions available on the apron. With regard to the taxiway, BAC commented
that Qantas, Ansett and BARA don’t believe this is a current problem.

Gates

The quality of gates at Brisbane Airport was assessed using information obtained from the
airline surveys.

The availability and standard of gates at Brisbane Airport was rated from ‘satisfactory’ to
‘good’ by airlines. One airline commented that the gates are not very secure, while another
stated that it would prefer dual aerobridge operations. Other comments included that there
were not enough gates for peak times and noted that there were fuelling restrictions with
some satellite gates accommodating A320 or larger aircraft.

In response BAC commented that fuelling restrictions apply to only one gate at the domestic
terminal.  The gate caters only for DC10s.

Ground service equipment storage sites

The quality of ground service equipment storage sites at Brisbane Airport was assessed
using airline surveys.

Ground service equipment storage sites were rated from ‘satisfactory’ to ‘good’ by the
majority of airlines. One comment received indicated the facilities at Brisbane Airport are
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new and well planned. However, one airline commented that there was not enough space to
enable fleet flexibility and there was not enough tie down points for cyclone preparations.

Freight equipment storage sites

The quality of freight equipment storage sites at Brisbane Airport was assessed using airline
surveys.

Freight equipment storage sites were rated from ‘satisfactory’ to ‘good’ by the majority of
airlines.  One airline comments that the equipment storage sites need to be expanded to
accommodate future growth.

Aerobridges

The quality of aerobridges at Brisbane Airport was assessed using airline surveys and
information provided by BAC.

Brisbane Airport had eight aerobridges for international aircraft at 30 June 2000.  For the
1999/00 period, 98.6% of all passengers embarking or disembarking used an aerobridge.

Airlines rated the quality of aerobridges at Brisbane Airport from ‘satisfactory’ to ‘good’.
One comment received indicated that aerobridges are fixed and cannot be manoeuvred,
making aircraft parking difficult. Other comments indicated a concern about lack of staff
training in the case of breakdowns, and insufficient aerobridges in relation to parking gates at
the international terminal.

In reply, BAC stated that only two of the eight aerobridges are fixed and this does make
aircraft parking more difficult. The lack of staff training may refer to that of the new
contractor who were brought onto the aerobridge contract during 1999-00.

The Southern Concourse Extension will provide a further 10 aerobridges.  Currently there
are 12 positions available and BAC has never turned traffic away due to lack of facilities.

Check-in facilities

The quality of check-in facilities at Brisbane Airport was assessed using airline surveys,
passenger perception surveys, and information provided by BAC. Brisbane Airport had 54
check-in desks at 30 June 2000.

Airlines rated the availability of check-in desks as ‘poor’ to ‘excellent’.  The standard of
check-in desks was rated from ‘satisfactory’ to ‘good’. Several airlines commented that it is
not commercially acceptable to share check-in desks between them, there are insufficient
check-in counters and a lack of queuing space. One airline stated that there was insufficient
maintenance of the Visual Display Unit systems, and occasional loss of baggage.  Other
comments noted that there is congestion when airline schedules overlap, and that the
boarding pass and tag printers need replacement. However, one airline stated that BAC
responds very well when counters are required.

Passengers rated the waiting time at check-in as ‘good’ to ‘excellent’.
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In response, BAC commented that in peak periods, all rows are checking in at the same
time, which forces BAC to put smaller loaded flights on the same row. BAC stated that they
never put opposing companies on the same row.  In addition BAC are investigating adding
six additional check in counters at the other end of the rows to give greater flexibility in flight
allocation.

BAC denies that there is insufficient maintenance of the Visual Display Units. BAC has a
low rate of problems with inter systems equipment on the check in desks.  Airline comments
could also relate to the SITA VDU which, belongs to the CUTE Clubs, not BAC.

Government inspection

The quality of Government inspection at Brisbane Airport was assessed using passenger
perception surveys, a survey of ACS, and information provided by BAC.

BAC had 26 inbound immigration desks and 20 outbound immigration desks at 30 June
2000.

Passengers surveyed rated the waiting time at Government inspection (inbound) as ‘good’.
The waiting time at government inspection (outbound) was rated as ‘good’ to ‘excellent’.

ACS rated the adequacy of areas provided for circulation and queuing at immigration
(arrivals) as ‘poor’.  ACS rated the lighting, signage, desks and passenger facilities for
immigration (arrivals) at Brisbane Airport as ‘satisfactory’.

ACS rated the adequacy of circulation space to avoid congestion, signage, and appropriate
provision of desks at departures (immigration) as ‘poor’.  Comments received indicated that
the queuing area in front of the Customs line is quite shallow and does not facilitate the
introduction of more efficient queuing systems. The lack of queuing area behind the Customs
line at the security screening point causes delays and at times causes processing to halt. The
ACS was also concerned with the confusing signage and suggested installing signs at the exit
of the arrivals aerobridges indicating the direction of the inwards immigration line. In
1998/99 ACS noted a concern with the availability of public toilet facilities in the reclaim
area. This was again noted in the 99/00 survey. ACS also considered the lighting in the
queue area prior to the ECP to be of poor quality.

In response to the ACS comments, BAC stated that congestion problems could have been
solved with snake queuing in this area as it is working very well. BAC state that the
congestion problems is attributable to lack of Customs staff.  The main signage in the area is
that which belongs to the ACS over the primary line desks.

BAC further commented that they have never noticed more than six ACS counters being
manned and that queuing problems is a Customs resource issue rather than one of
insufficient space. The ACS currently has 20 under establishment for staffing.

The queuing between the screening point and the outwards primary line will be addressed in
future with the provision of a 3rd x ray unit. Finally, BAC denied that there are problems with
toilet availability in the reclaim area.
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Security

The quality of security at Brisbane Airport was assessed using passenger perception surveys
and information provided by BAC.

Brisbane Airport had three security systems at 30 June 2000.

Passengers rated the quality of passenger screening at Brisbane Airport as ‘good’ to
‘excellent’.

Gate lounges

The quality of gate lounges at Brisbane Airport was assessed using passenger perception
surveys and information provided by BAC.

At 30 June 2000, there were 1246 seats provided in the gate lounges at Brisbane Airport.

Passengers rated the availability, comfort, cleanliness and size of gate lounge facilities at
Brisbane Airport as ‘good’ to ‘excellent’.

Baggage processing facilities and trolleys

The quality of baggage processing facilities and trolleys at Brisbane Airport was assessed
through airline surveys, passenger perception surveys, a survey of ACS, and information
provided by BAC.

At 30 June 2000, Brisbane Airport had a baggage system with a capacity of 6,000 bags per
hour for outbound baggage, and 9,000 bags per hour for inbound baggage. This has not
altered from the 98/99 period.

The majority of airlines rated baggage-processing facilities from ‘satisfactory’ to ‘good’.
Comments indicated that the introduction of checked baggage screening has increased belt
stoppages and the inbound arrivals belts cannot cope with peak requirements. Other
comments were that the numbers of damaged baggage is too high and there are not enough
carousels available.

Passengers surveyed rated the waiting time at the baggage reclaim, the size of the baggage
reclaim area, and the information display signs at baggage reclaim as ‘good’.  The ease of
finding baggage trolleys was rated a little higher at ‘good’ to ‘excellent’.

ACS rated the availability of facilities such as space to avoid congestion, provision of
passenger privacy and appropriate access and security at baggage inspection (arrivals) as
‘poor’.  Comments received indicated that lack of public toilets in the baggage reclaim area
often resulted in long queues, especially for females.  ACS also stated that unacceptable
delays occurred during peak periods due to the limited number of entry points available.

In reply, BAC disagreed with the comment that checked baggage screening (CBS) had
increased belt stoppages as the CBS systems were not integrated with the baggage system
until July 2000. The CBS system has not resulted in increased stoppages in any case.
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BAC stated that inward belts not coping with peak demands is complicated by the airlines’
use of cans that only open inwards. BAC is not aware of the high numbers of damaged
baggage.

In response to the ACS, BAC stated that the number of entry points has been increased
with work completed in September 2000. However, the issue has not been satisfactorily
resolved due to the insufficient staffing by the ACS.

Flight information displays

The quality of flight information displays at Brisbane Airport was assessed using passenger
perception surveys.

Passengers rated the quality of this facility as ‘good’.

Washrooms

The quality of washrooms at Brisbane Airport was assessed using passenger perception
surveys.

Passengers rated the overall standard of washrooms as ‘good’.

Car parking and kerbside access

The quality of car parking and kerbside access at Brisbane Airport was assessed using
passenger perception surveys and information provided by BAC.

Brisbane Airport had 2,390 car parking positions at 30 June 2000. This is 261 more than at
the same time last year.

Passengers rated the standard and availability of car parking at Brisbane Airport as ‘good’.
The waiting time for car parking was rated somewhat higher at just below ‘excellent’.

Kerbside access is required to allow passengers to be dropped off and picked up by taxis,
busses and other vehicles.  Passengers rated the space provided for taxis at Brisbane
Airport as ‘good’.

Passengers rated the suitability of area for kerbside car pick-ups and drop-offs and the
space provided for kerbside car pick-ups and drop-offs as ‘good’.

Consultation with airlines

The quality of BAC’s consultation procedures was assessed through airline surveys and a
survey of ACS.

The Commission asked airlines to rate and comment on BAC’s performance in addressing
airline concerns on quality related issues.  The responses ranged from ‘satisfactory’ to
‘excellent’. Comments indicated that BAC works closely with the airlines, is pro-active in
this respect and that ongoing problems are promptly addressed. However, other comments
stated that BAC was not responsive enough in addressing concerns.
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ACS rated the overall responsiveness of BAC as ‘satisfactory’.  Comments from ACS
indicated that the operator responds to most issues without delay and cooperation between
agencies is quite good.
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2 Regulatory accounts reporting

This section reports on Brisbane Airport’s financial accounts. An outline of the financial
reporting requirements is given first, followed by a summary of figures from the financial
accounts for Brisbane Airport for the 1999/00 financial year.

2.1 The Commission’s approach

Under Part 7 of the Airports Act, operators of the Phase I airports are required to provide
the Commission with annual financial accounts within 90 days after 30 June of that year.3

The accounts include a Profit and Loss Statement and Balance Sheet, and a Statement of
Cash Flows. In addition, other supporting information, such as statements on accounting
policies and cost disaggregations between aeronautical and non-aeronautical costs are
required.

All information provided to the Commission must be audited.  To authenticate this, a
director’s responsibility statement must be signed by at least two directors stating that the
accounting statements and supporting schedules are presented ‘fairly’ and in accordance
with the guidelines, the Airports Act, and the regulations made pursuant to that Act.

The Commission concludes that BAC has prepared its accounts in accordance with these
guidelines.

2.2 Brisbane Airport Corporation Limited, regulatory accounts
1999/00

BAC reported on a period of activity from 1 July 1999 to 30 June 2000.  Over the entire
airport, a loss after tax of $112.6 million was reported.  This result was significantly affected
by interest expense of $69.5 million, and a write-off of borrowing costs of $75.4 million.

As at 30 June 2000, BAC controlled total assets valued at $1,547.6 million.  Of this total,
$653.4 million comprised a ‘lease premium’, which represented the cost of acquiring the
airport business in excess of the net tangible assets acquired, as calculated by BAC, at 2
July 1997, less amortisation to date.

BAC’s independent auditors attest to the appropriateness of its systems and records which
enables it to comply with the requirement to separate accounting information between
aeronautical and non-aeronautical activities.

                                                
3 Phase I airports refer to Melbourne, Brisbane and Perth Airports.
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Some of the more prominent account items and ‘drivers’ were as follows:

• Depreciation was allocated on the basis of the function of the relevant asset;

•  Services and utilities (eg. electricity) were allocated by historical metered usage;

• Australian Protective Services were allocated on a landed tonne basis; and

• Other expenses were allocated by square metres for functions within the terminal,
landed tonnes and by a staff function.

A summary of the regulatory accounts is attached at Appendix 5.
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3 Price cap compliance

This section details Brisbane Airport’s price cap compliance for the 1999/00 financial year.

3.1 The Commission’s role

Certain aeronautical services at leased airports are declared under section 21 of the PS Act
for price surveillance.  Declaration No. 87 made by the Minister for Financial Services and
Regulation, pursuant to the PS Act, declares the services at Phase I airports.4  The
declaration covers aircraft movement areas (eg. runways, aircraft parking areas) and
passenger processing areas (eg. aerobridges, departure lounges).5

Declaring services requires the airport operator to notify the Commission of a proposal to
increase charges on the services covered by the declaration.  It should be noted that the
legislative framework does not give the Commission the discretion to object to proposed
price increases that fall within the parameters set by the price cap.

At all privatised ‘core regulated’ airports, declared services are subject to ‘CPI minus X’
price caps.  The ‘X’ factors are based on expected productivity improvements.6 Direction
No. 20 sets out details of the price cap formula, the ‘X’ values and other issues relevant to
the Commission’s administration of the cap.7

3.2 Price cap compliance 1999/00

Price cap compliance is calculated on a revenue weighted average price basis. According to
this approach, increases in particular charges are weighted by that component’s proportion
of revenue for the previous period.

Aeronautical services at Brisbane Airport are subject to a price cap set at CPI less an X
factor of 4.5 per cent per annum.  The relevant CPI figure used for price cap compliance in
the 1999/00 financial year was 1.7 per cent.  This meant that BAC was required to lower its
average aeronautical charges by 2.8 per cent.

A summary of movements in charges subject to the cap, as well as the maximum charges
endorsed by the Commission as at 30 June 2000 is provided below (see Table 3).

                                                
4 Minister for Financial Services and Regulation, Declaration No. 87, June 2000.
5 Copies of all declarations and directions are available on the Commission’s website at

<http://www.accc.gov.au/airport/fs-air.htm>.
6 For a detailed explanation of the arrangements see Australian Competition and Consumer Commission,

Administration of Airport Price Cap Arrangements, January 1997.
7 Minister for Financial Services and Regulation, Direction No. 20, October 2000.
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Table 4 illustrates aeronautical revenue and price cap compliance for the period ending 30
June 2000.

Table 3: Changes in charges subject to the price cap for the year ending 30 June 2000

Charge Basis Charges
30/6/99

Price change Charges
30/6/00

Landing charges
(domestic and
international)

Per landing

$/tonne MTOW

$5.42 1/7/99 $5.30

Security Charges Per landing

$/tonne MTOW

(aircraft over 20,000 kg)

$0.72 1/7/99 Pass-through
of Government-
mandated security
costs.

$0.53

International
Terminal charge

Per landing

$/tonne MTOW

$2.48 1/7/99 $2.43

General Aviation
Landing Charges

Per landing

$/per tonne MTOW

$5.42
(minimum
landing
charge
$27.50)

1/7/99 $5.30
(minimum
landing
charge
$27.50)

Vehicle Access
(Taxis)

Per trip $1.00 No change $1.00

GA Parking Per day in General
Aviation area

$11.00 No change $11.00
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Table 4: Aeronautical revenue and price cap compliance for the year ending 30 June 2000

Description Number of
Units

Base Charge
Average

Charge 98/99

Revenue
99/00

Average
Charge
99/00

Rate
Variation

Revenue
Share
98/99

Compliance

%

Landing Charges:

- Domestic 2,991,443
tonnes

$5.50 per
1000kg
MTOW

$16,398,184 $5.418 -1.64 48.68% -0.80

- International 1,987,112
tonnes

$5.47 per
1000kg
MTOW

$10,746,707 $5.41 -1.10 34.17% -0.37

- General
Aviation *

90,662 $5.51 per
1000kg
MTOW

$549,460 $5.41
(minimum
landing
charge
$27.50)

-1.81 1.47% -0.03

International
Terminal
Charges

1,987,112 $2.50 per
1000kg
MTOW

$4,927,263 $2.48 -0.80 15.63% -0.13

GA Parking
Charges

$11.18 $28,698 $11.23 0.45 0.04% 0.00

Vehicle
Access Charge
– taxis **

$1.00 per trip $676,654 $1.00 per
trip

0.00 0.00

Actual reduction  in
charges 99-00

-1.32%

Required reduction to
comply with cap ***

-3.93%

Over recovery of revenue
99-00

2.61%

Over recovery of revenue
99-00 ($)

852,173

Over recovery of revenue
98-99 brought forward ($)

220,697

Total to be carried
forward 1999-00 (over
recovery) ($)

1,072,870

* The average charge is inconsistent with the revenue and unit data due to the incorporation of the minimum landing
charge.

** Pro rata allocated amongst other revenue

                                                
8 The difference in the actual charge of $5.30 per landing and the average charge of $5.37 per landing

arose due to data provided by Airservices Australia.  BACL stated that on “30 June each year,
unbilled landings are accrued based on the best available information.  During the year Airservices
process adjustments which can relate to the previous year and these are billed at the rate applicable
at the date of landing.  Over or under estimation of accruals can therefore effect the average rate in
any year.”



Regulatory Report, Brisbane Airport 1999/00

18

*** CPI – X 1999-00 + over recovery 1998-99 (-2.8% + - 1.13%)

Vehicle access charges

 In August 1998, BAC introduced a fee for taxis of $1 per pick up. Declaration No. 87
requires that increases in charges for ‘aeronautical’ services be notified to the Commission.
‘Aeronautical’ services under that Declaration include, “landside roads, landside lighting,
and covered walkways”. The Commission formed the view that the taxi charge introduced
by BAC would fall under this definition of an ‘aeronautical’ service.

 The Commission informed BAC that it was required to notify the new taxi charges.  BAC
subsequently notified the Commission of the increase in charges, but also outlined its
disagreement with the Commission’s interpretation of the Declaration.

 Direction No. 20 states that “new or varied charges on existing services and charges on new
or varied services are to be factored into the price cap arrangements if the services are
declared”.  As such, the Commission considers that revenue derived from taxi charges at
Brisbane Airport should be taken into account when considering price cap compliance and
any price cap reconciliation statement.

The ACCC also confirm that as such necessary new investment that is related to the
provision of taxi services is recoverable under NNI.

With the inclusion of taxi revenue in the cap, it appears Brisbane Airport Corporation did
not comply with the cap over the years 1998/99 and 1999/00.

 As can be seen from table 4, if taxi charges are included in the price cap, then BAC reduced
charges by 1.32 per cent against the required 3.93 per cent reduction9 for the 1999/00
period, resulting in an over recovery of charges by 2.61 per cent. In dollar terms the
cumulative over recovery of revenue is about $1.07 million in 1999/00. On an individual
year basis, BAC under recovered revenue by $205,116 in 1997-98. The following year
BAC over recovered revenue by $425,813. Similarly, in 1999/00, BAC over recovered
revenue by $852,173.

 The regulatory framework allows for an over recovery of revenue in any given year,
provided that the revenue amount is passed back to users within two years. On the basis of

                                                
9 This figure includes the CPI-X required reduction of 2.8per cent, plus the percentage of revenue

over recovered by BAC in the 1998/99 period of 1.11 per cent.
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including taxi charges within the price cap, in order to comply, BAC will need to hand back
to users the above revenue over recoveries in addition to further lowering charges in
2000/01.

APS revenue and expenditure reconciliation for year ended 30 June 2000

The price cap regime allows airport operators to ‘pass-through’ to users 100 per cent of the
costs related to Government mandated airport security requirements, without those
increases affecting compliance with the price cap.  The Department of Transport and
Regional Services advised the Commission that such costs comprise amounts charged to the
airport by the Australian Protective Service (APS).

BAC supplied the following information, which demonstrated that the increases in security
charges to airport users did not seek to recover more than the charges levied by APS during
the financial year.

Table 5:  Reconciliation of APS revenue to APS costs

APS costs 1999/00 $2,952,291

APS revenues 1999/00 $2,568,046

Estimated refund given to airlines 1999/00 -

Net under recovery 1999/00 ($384,245)

Under recovery 1998/99 ($37,290)

Net under recovery 1999/00 ($421,535)

Based on the data provided, the Commission is satisfied that BAC complied with the APS
provisions of the price cap for the 1999/00 financial year.
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4 Monitoring of aeronautically related services.
This section covers the Commission’s role in the monitoring of aeronautically related
services outside the price cap arrangements.  This section begins with an outline of the
Commission’s approach to monitoring and is followed by a report on the activities of
Brisbane Airport for the 1999/00 financial year.

The Commission also reports on the operational statistics of Brisbane Airport.  Details of
these statistics can be found in Appendix 6.

4.1 The Commission’s monitoring role

Direction No. 21 directs that aeronautically related services be the subject of formal price
monitoring pursuant to section 27A of the PS Act.10  The monitoring covers the costs,
revenues and profits of an airport. The rationale for monitoring is that airport operators may
exert significant market power in relation to the monitored services at individual airports. As
such, the Government considered that these services should be monitored for misuse of any
market power the airport operator may have in setting prices.

Aeronautically related services include aircraft refuelling, aircraft maintenance sites and
buildings, freight facilities, and car parking.  A full list of aeronautically related services is
given in Direction No. 21.  For a more complete outline of the Commission’s monitoring
role, see the Commission publication titled Economic Regulation of Airports.

Under section 27B of the PS Act, the Commission is required to report annually to the
Treasurer on its formal prices monitoring activities.  The Commission is also required to
make its reports publicly available.

In exercising its role, the Commission may investigate particular pricing issues where users
have raised concerns and it appears that the airport operator may have taken advantage of
its market power.  To date this has included the proposed imposition of fuel throughput
levies at Brisbane and Perth Airports.

4.2 Price monitoring – Brisbane Airport, 1999/00

BAC provided data to the Commission for the year ending 30 June 2000.  The data is
summarised in Tables 6, 7 and 8 below, and includes revenues and costs for services related
to:

• aircraft refuelling;
• aircraft maintenance sites and buildings;
• freight equipment storage sites;
• freight facility sites and buildings;
• ground support equipment sites;

                                                
10 Minister for Financial Services and Regulation, Direction No. 21, October 2000.
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• check-in counters and related facilities; and
• public and staff car parks.

 

 Table 6: Monitored services: aero-related costs for the periods ended 30 June 1999 and 30 June 2000

 Aero-related services  Costs

 98/99

 Costs
 99/00

 AERO-RELATED SERVICES  $’000  $‘000

 Refuelling services  216  156

 Aircraft maintenance sites & buildings  166  152

 Freight equipment storage sites  0  2

 Cargo facility sites & buildings  1,083  1,217

 Ground Facilities Fee  298  300

 Ground support equipment sites  112  133

 Check-in counters and related facilities(1)  321  357

 Public car parking  1,631  2,108

 Staff car parking  270  329

 TOTAL AERO-RELATED COSTS  4,097  4,754

 
 Notes:
 1. Costs exclude amortisation of intangibles and interest.

 2. At terminals operated by airport-operator companies.
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 Table 7: Monitored services: aero-related revenue for the periods ended 30 June 1999 and 30 June
2000

 Description  Basis of Charge(s)  Revenue
98/99

 Revenue
99/00

 AERO-RELATED SERVICES   $’000  $’000

 Refuelling services

 Fuel Throughput

 $ per square metre

 $0.004 per litre

 613

 2,351

 589

 2,508

    

 Aircraft maintenance sites &
buildings

 $ per square metre  1,274  1,306

 Freight equipment storage sites  $ per square metre  0  0

 Cargo facility sites & buildings  $ per square metre  2,644  2,877

 Ground Facilities Fee  Various  758  1,000

 Ground support equipment sites  $ per square metre  1,768  1,854

 Check-in counters and related
facilities(1)

 $26.75 per hour for Check-In
Counters & $18 per hour for

Desks

 2,273  2,429

 Public car parking11  Staggered Time Parking Rates  11,474  13,641

 Staff car parking  Various  1,019  1,156

 TOTAL AERO-RELATED
REVENUE

  24,174  27,360

 

 While revenues tended to exceed costs, it is important to note that the costs did not include
amortisation of intangible assets or interest.  These were significant, amounting to $92.8
million in 1999/00 (up from $90.1 million in 1998/99), or approximately 60 per cent of total
expenses. The Commission asked that these items be excluded for the purposes of the
monitoring reports because (a) their allocation to services would have involved a degree of
subjectivity, and (b) there would be risk of circularity if an allocation of the cost of the lease
premium were included.  However, the Commission acknowledges that an allocation that
recognises a cost of capital would be appropriate in any detailed analysis.

 

 

 

 

 

 

                                                
11  Car parking rates are provided in Table 8, on page 24.
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 Table 8: Car Parking Rates

 Short term –  international        Short term – domestic  Long term

 Time  Price   Time  Price   Days  Price

       1  $18.00

 30 mins  $3.00   30 mins  $3.00   2  $28.00

 1 hour  $5.00   1 hour  $5.00   3  $42.00

 1.5 hours
 $6.00   1.5 hours

 $6.00   4  $56.00

 2 hours  $7.00   2 hours  $7.00   5  $56.00

 2.5 hours  $8.00   2.5 hours  $8.00   6  $63.00

 3 hours  $8.00   3 hours  $8.00   7  $70.00

 4 hours  $9.00   4 hours  $9.00   8  $77.00

 5 hours  $10.00   5 hours  $10.00   9  $84.00

 6 hours  $11.00   6 hours  $11.00   10  $91.00

 7 hours  $12.00   7 hours  $12.00   11  $98.00

 8 hours  $13.00   8 hours  $13.00   12  $105.00

 9 hours  $14.00   9 hours  $14.00   13  $112.00

       14  $119.00

 10 hours  $14.00   10 hours  $15.00   15  $126.00

 11 hours  $14.00   11 hours  $16.00    

 12 hours  $14.00   12 hours  $17.00    

 13 hours  $14.00   13 hours  $18.00    

 14 hours –
24 hours

 $14.00   14 hours-
24 hours

 $18.00    

Fuel throughput levy

 In June 1998 BAC advised that it would charge a fuel throughput levy effective from 15 July
1998.  The charge was proposed at a rate of at 0.4 cents/litre and estimated to raise $2.0-
$2.5 million per annum.

 The proposed charge arises from BAC providing access to land upon which refuelling
infrastructure is provided by oil companies for aircraft refuelling. Prior to BAC acquiring the
airport lease the FAC introduced provisions into contracts with oil companies allowing the
operator of Brisbane Airport to charge a levy based on the volume of fuel throughput.
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 The Commission released a report on fuel throughput in December 1998.12 The report
provided information on the levies and a detailed assessment of issues relevant to the price
increases. The report reached the following conclusions:

• introduction of the fuel throughput levies at Brisbane and Perth Airports would
significantly increase the price of refuelling services;

• the price increases were not justified in terms of increases in costs or through offsetting
reductions in other charges; and

• there was a strong case that airport operators have market power in the provision of
refuelling services.

 The report also concluded that, when considered in light of the lack of cost related
justification for the levies, or offsetting reduction in charges, there was a strong case that in
introducing fuel throughput levies airport operators have taken advantage of market power.
It should be noted that BAC did not agree with the Commission’s conclusion and
recommendations.

 In light of the report’s conclusions, the Commission has recommended that stricter forms of
prices oversight should be considered in relation to aircraft refuelling services.

No changes have been made to the legislation following the recent introduction of new
Directions and Declarations by the Minister for Financial Services and Regulation.

                                                
12 Australian Competition and Consumer Commission, Fuel Throughput Levies – Reports pursuant to

the Commission’s Monitoring Functions under the Prices Surveillance Act 1983, December 1998.
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 Appendix 1: Outline of quality of service indicators

 The regulations to the Airports Act specify performance indicators to be used in quality of
service monitoring.  These cover a range of services and infrastructure for which the airport
operator has some, or complete influence over.  An outline of the indicators and the source
of data for each is given in table 9 below.

 Table 9:  Quality of service indicators

 Service /
Infrastructure

 Type of indicator  Source of data

 Runways and taxiways • Average aircraft movements in 30/60 busiest
half hours per month.

• Various delay indicators
• Airlines and Airservices Australia

questionnaire regarding adequacy of
facilities.

 Airservices Australia

 Airservices Australia

 Survey of airlines

 

 Gates • Number of aircraft parking bays;
• Satisfaction with the standard and

availability of facilities.

 Airport operator

 Survey of airlines

 Ground service
equipment

• Satisfaction with the standard and
availability of facilities.

 Survey of airlines

 Freight facilities • Satisfaction with the standard and
availability of facilities.

 Survey of airlines

 Aerobridges • Number of aerobridges;

• Number and percentage of passengers
using aerobridges for boarding and
disembarkation;

• Satisfaction with the standard and
availability of facilities.

 Airport operator

 Airport operator

 Survey of airlines

 Check-in • Number of desks;

• Number of hours when more than 80 per
cent of check-in desks are open;

• Satisfaction with the standard and
availability of facilities;

• Satisfaction with waiting time.

 Airport operator

 Survey of airlines

 Passenger perception
survey

 Government inspection • Number of desks.  

 Security • Number of clearance systems ;
Satisfaction with the system.

 Airport operator

 Passenger perception
survey

 Gate lounges • Number of seats in gate lounges;

• Satisfaction regarding quality and
availability of seating and crowding.

 Airport operator;

 Passenger perception
survey
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 Service /
Infrastructure

 Type of indicator  Source of data

 Baggage trolleys • Passenger satisfaction with ability to locate
trolleys.

 Passenger perception
survey

 Flight information
display and signs

• Passenger satisfaction with the system.  Passenger perception
survey

 Washrooms • Passenger satisfaction with the standard of
facilities.

 Passenger perception
survey

 Car parking • Number of car parking spaces;

• Throughput of the car park;

• Passenger satisfaction with standard of
facilities and availability of spaces and time
taken to get into car park.

 Airport operator

Airport operator

 Passenger perception
survey

 Kerbside access • Passenger satisfaction with space and
waiting time for taxis.

 Passenger perception
survey
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Appendix 2: Passenger perception survey results

BAC commissioned an independent market research company to conduct the passenger
perception survey at Brisbane Airport.  The survey was conducted over a one week period
from 26 May to 1 June and 4 June 2000.  Passengers were asked to rate their level of
satisfaction with terminal aspects and facilities at Brisbane Airport on a scale from one to
five:
   1                   2                         3                        4                      5               6

Extremely         Poor              Neither Good       Good           Excellent   Don’t  Know*
 Poor                                             nor Poor

* Don’t Know was recorded where respondents were unable to provide a response (due to either non-
usage or a lack of familiarity with the service or facility)

As can be seen from the graph below, all airport services/facilities surveyed achieved ‘good’
to ‘excellent’ results for the 1999-00 period. The graph also indicates that the ratings
achieved for each indicator in 1999-00 are similar to the ratings achieved for the equivalent
indicator in the 1998-99 results.
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Table 10:  Indicator Summary

• The airport access rating refers to passenger satisfaction with
the: suitability of the area allocated for kerbside car pick-ups and
drop-offs; the space provided for kerbside car pick-ups and
drop-offs; the suitability of area for taxi pick-ups and drop-offs;
the suitability of area for bus pick-ups and drop-offs; and the
space provided for bus pick-ups and drop-offs.

• The washroom rating indicates passenger satisfaction with the
overall standard of toilets and washroom facilities at the terminal.

• The car parking rating indicates passenger satisfaction with: the
waiting time to get in the car park; the overall standard of car
parking; and the availability of parking spaces at the airport.

• The information display rating indicates the level of satisfaction
associated with the terminal’s flight information display and signs.

• The baggage trolleys rating indicates the ease of finding baggage
trolleys.

• The baggage rating refers to passenger satisfaction with: the
waiting time at the baggage reclaim carousel; the size of the
baggage reclaim area for the number of passengers using it; and
the information display signs at the baggage reclaim.

• The gate lounge rating indicates passenger satisfaction with: the
availability of seating in the departure lounge; the comfort of
seating in the departure lounge; the cleanliness of seating in the
departure lounge; and the size of the departure lounge for the
number of people using it.

• Government inspection waiting time refers to passenger
satisfaction with: the waiting time in the inbound immigration
queues; the waiting time in customs; and the waiting time in the
outbound immigration queue.

• The security clearance measure refers to the perceived quality
of passenger research at the baggage x-ray area. Check in waiting
time refers to the waiting time of the respondent in the check-in
queue.
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Appendix 3: Airline survey results
 

 The Commission received surveys from fifteen airlines that used Brisbane Airport over the
1999-00 year.  These airlines were Air Caledonie International, Air Nauru,  New Zealand,
Air Pacific Ltd, Ansett Australia, British Airways, Cathay Pacific Airways, Eva Airways
Corporation, Garuda Indonesia,  Japan Airlines, Malaysia Airlines, Qantas Airways, Royal
Brunei Airlines, Singapore Airlines and Solomon Airlines.  Ratings were given with regard to
both the ‘availability’ and ‘standard’ of facilities.  Under ‘availability’, the Commission
sought from airlines an assessment of the absence of delays in being able to use
infrastructure and equipment.  Under ‘standard’, the Commission sought an assessment of
the capability of equipment to perform the functions intended, its reliability, and the
possibility of breakdown.

 A summary of the ratings provided by the airlines is given in the Table 11, below. This
indicates that ratings were generally ‘satisfactory’ to ‘good’.

 Table 11:  Responses from airline survey

 Facility  Aspect  Very
Poor

 Poor  Satisfactory  Good  Excellent

 Runways  Availability    2  8  4

  Standard    2  10  2

 Aprons  Availability   1  5  6  2

  Standard    5  6  3

 Taxiways  Availability    3  7  2

  Standard    3  6  3

 Gates  Availability    7  6  

  Standard    6  7  

 Aerobridges  Availability   2  4  7  

  Standard    5  8  

 Ground service  Availability   2  4  6  

  Standard   2  3  7  

 Freight equipment  Availability   1  4  5  1

  Standard   1  4  5  1

 Check in facilities  Availability   3  5  5  2

  Standard   1  5  9  

 Baggage
processing

 Availability   1  3  9  2

  Standard   2  4  8  1

 Airline concerns     6  6  3
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Appendix 4:   Static indicators at 30 June 1999 and 30
June 2000

Table 12: Static Indicators

 Indicators provided by the airport operator  At 30 June
1999

 At 30 June
2000

 Number of (international) aircraft parking bays  11  11

 Number of aerobridges  8  8

 Percentage of passengers (embarking) using an aerobridge  98.3%  98.6%

 Percentage of passengers (disembarking) using an aerobridge  98.5%  98.6%

 Number of check-in desks  54  54

 Number of baggage inspection desks  19  19

 Number of inbound immigration desks  26  26

 Number of outbound immigration desks  20  20

 Number of security clearance systems  3  3

 Number of seats in gate lounges  1,246  1,246

 Capacity of outbound baggage handling equipment (bags per
hour)

 6000  6,000

 Capacity of inbound baggage reclaim system (bags per hour)  9000  9,000

 Throughput of the car park per year  1,745,402  1,779,470

 

 Provided by Airservices Australia

• Aircraft movements in busiest 30 half hours: Annual average 24
• Aircraft movements in busiest 60 half hours: Annual average 23
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Appendix 5: Brisbane Airport regulatory accounts
(summary)

Profit and Loss account for the period ended 30 June 200013

                                                
13 The Commission does not require an allocation of costs related to amortisation or interest expense

because any allocation between aeronautical and non-aeronautical services is likely to be arbitrary.
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Description Audited
financial

statements

Aero
services

Non-Aero
services

Description $’000 $’000 $’000

Revenue
Aeronautical revenue 35,962 35,962
Non-Aeronautical revenue 93,569 2,249 91,320

Total Revenue 129,531 38,211 91,320

Expenditure
Salaries and wages 8,741 6,523 2,218
Depreciation 22,777 14,983 7,794
Services and utilities 8,481 2,053 6,428
Property maintenance 5,615 3,973 1,642
Australian Protective Service costs 4,346 4,346 0
Other costs 11,297 6,138 5,159

Total Expenditure 61,257 38,016 23,241

Operating Profit/(Loss) Before
Abnormals and Tax

68,274 195 68,079

Interest Expense 69,484 24,362 45,122

Amortisation – Borrowing Costs &
Lease Premium

23,324 5,793 17,571

Profit / (Loss)  Before Abnormals
and Tax

(24,534) (29,960) 5,426

Abnormal Item - Depreciation 9,256 9,256 0
Abnormal Item – Leasehold Land
Amortisation

1,653 303 1,350

Abnormal Item- Write-Off of
Borrowing Costs

75,409 26,438 48,971

Abnormal Item – Amortisation of
Lease Premium

1,798 0 1,798

Loss Before Tax (112,650)
(65,957) (46,693)

Loss after Tax (112,650)
(65,957) (46,693)

Loss after tax and dividends (112,650) (65,957) (46,693)

* Note: costs do not include amortisation of intangible assets or interest
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Profit and Loss account for the period ended 30 June 199914

Description Audited
financial

statements

Aero
services

Non-Aero
services

Description $’000 $’000 $’000

Revenue
Aeronautical revenue 35,476
Non-Aeronautical revenue 1,581 86,460

Total Revenue 123,517 37,057 86,460

Expenditure
Salaries and wages 7,913 6,006 1,907
Depreciation 18,832 12,995 5,837
Services and utilities 6,799 1,993 4,806
Property maintenance 5,195 3,837 1,358
Australian Protective Service costs 3,012 3,012 0
Other costs 10,912 6,251 4,661

Total Expenditure 52,663 34,094 18,569

Operating Profit/(Loss) 70,854 2,963 67,891

Abnormal items 704 550 154

Earnings Before Interest and Tax
(EBIT)

70,150 2,413 67,737

Interest Expense 75,646
Amortisation 14,442

Loss Before Tax (19,938)

Tax charge 0

Loss after Tax (19,938)

Dividends paid 0

Loss after tax and dividends (19,938)

* Note: costs do not include amortisation of intangible assets or interest

                                                
14 The Commission does not require an allocation of costs related to amortisation or interest expense

because any allocation between aeronautical and non-aeronautical services is likely to be arbitrary.
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Balance sheet for the period ending 30 June 2000

Description Audited
financial

statements

Aero
services

Non-Aero
services

$’000 $’000 $’000
CURRENT ASSETS
Cash 23,550
Receivables 3,979 4,068 (89)
Inventories 439 426 13
Accrued revenue 1,667 151 1,516
Other 155 52 103

Total current assets 29,790

NON-CURRENT ASSETS
Lease Premium 653,375 0 653,375
Leasehold Land 186,267 34,111 152,156
Property, plant and equipment 665,250 493,511 171,739
Other – Borrowing Costs 12,906 4,525 8,381

Total non-current assets 1,517,798 532,147 985,651

TOTAL ASSETS 1,547,588

CURRENT LIABILITIES
Creditors 12,187
Other 2,142
Provisions 1,893 1,423 470

Total current liabilities 16,222

NON-CURRENT LIABILITIES
Bank Loan 934,600
Shareholder Loans 280,500
Convertible Notes 10,000
Provisions 134 101 33
Other 5,600

Total non-current liabilities 1,230,834

TOTAL LIABILITIES 1,247,056

NET ASSETS/(LIABILITIES) 300,532

SHAREHOLDER’S EQUITY

Share capital 281,095
Reserves 163,858
Accumulated profits/(losses) (144,421)

TOTAL SHAREHOLDER’S EQUITY 300,532

Accumulated losses at the start of the year (31,771)

Movements:

Loss for the year (112,650)

Accumulated losses at the end of the year (144,421)
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Balance sheet for the period ended 30 June 1999

Description Audited
financial

statements

Aero
services

Non-Aero
services

$’000 $’000 $’000
CURRENT ASSETS
Cash 45,296
Receivables 7,120 3,876 3,244
Inventories 451 136 315
Accrued revenue 41 115 (74)
Other 706 466 240

Total current assets 53,614 4,593 3,725

NON-CURRENT ASSETS
Lease Premium 928,968
Leasehold Land 53,158 43,236 9,922
Property, plant and equipment 385,374 248,188 137,186
Other – Borrowing Costs 24,342

Total non-current assets 1,391,842 290,952 147,580

TOTAL ASSETS 1,445,456

CURRENT LIABILITIES
Creditors 9,420
Other 6,667
Provisions 1,632 1,239 393

Total current liabilities 17,719

NON-CURRENT LIABILITIES
Bank Loan 931,400
Shareholder Loans 255,000
Convertible Notes 10,000
Provisions 165
Other 7,044

Total non-current liabilities 1,203,609

TOTAL LIABILITIES 1,221,328

NET ASSETS/(LIABILITIES) 224,128

SHAREHOLDER’S EQUITY

Share capital 255,899
Reserves 0
Accumulated profits/(losses) (31,771)

TOTAL SHAREHOLDER’S EQUITY 244,128

Accumulated losses at the start of the year (11,833)

Movements:

Loss for the year (19,938)

Accumulated losses at the end of the year (31,771)
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Cash flow statements for the periods ending June 1999 and June 2000

Description Audited financial
statements 1998-99

Audited financial
statements 1999-00

$’000 $’000

37,940 45,296

CASH FLOWS FROM OPERATING
ACTIVITIES

Inflows:

Receipts from customers 120,886 121,856

Interest received     2,207    2,671

Outflows:

Payments to suppliers and employees (33,983) (37,339)

Interest paid (75,427) (69,849)

Net cash flows provided by operating
activities

13,683   17,339

CASH FLOWS FROM INVESTING
ACTIVITIES

Inflows:

Proceeds from sale of property, plant and
equipment

429        194

Outflows:

Payments for property, plant and equipment (9,856) (12,682)

Other (100)

Net cash flows used in investing
activities

(9,527) (12,488)

CASH FLOWS FROM FINANCING
ACTIVITIES

Inflows:

Proceeds from borrowings 3,200 -

Proceeds from share issue -   25,500

Proceeds from bank loans/bonds - 823,200

Shareholder loans -   25,500

Outlflows:

Share issue costs -       (304)

Bank loans repayment - (820,000)

Borrowing costs -   (80,493)

Net cash flows provided by financing
activities

3,200   (26,597)

Net increase in cash held 7,356   (21,746)

Cash at end of reporting year 45,296   23, 550
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Brisbane Airport Corporation regulatory accounts

Significant accounting policies

The significant policies, which have been adopted in the preparation of the Regulatory Accounting
Statements, are:

(A)     Basis of  preparation

This special purpose financial report has been prepared in accordance with the requirements of the
Regulatory Information Requirements Under Part 7 of the Airports Act and Sections 21 and 27A of the
PS Act  - Guideline Version No.2 - September 1998.

This special purpose financial report has been prepared on the basis of historical costs and except
where stated, does not take into account changing money values or current valuations of non-current
assets.

Accounting policies have been consistently applied and are consistent with those of the previous year.

Revenue is recognised on an accruals basis.

 (B)     Taxation

Income tax

The Company adopts the liability method of tax effect accounting.

Income tax expense is calculated on net profit adjusted for permanent differences between taxable and
accounting income.  The tax effect of timing differences, which arise from items being brought to
account in different periods for income tax and accounting purposes, is carried forward in the balance
sheet as a future income tax benefit or a provision for deferred income tax.

Future income tax benefits are not brought to account unless realisation of the asset is assured beyond
reasonable doubt.  Future income tax benefits related to tax losses are not brought to account unless
realisation is virtually certain.  The tax effect of capital losses is not recorded unless realisation is
virtually certain.

(C)     Receivables

Trade debtors

Trade debtors are generally settled within 30 days and are carried at amounts due.  The collectibility of
debts is assessed at balance date and specific provision is made for any doubtful debts.  A general
provision for doubtful accounts is also maintained.

(D)      Inventories

Inventories comprise spares for equipment utilised in the operation of the airport and are carried at the
lower of cost and net realisable value.

(E)      Borrowing costs

Costs incurred in establishing borrowing facilities and renegotiated interest rate swap agreements are
deferred and amortised on a straight-line basis over the anticipated term of the applicable borrowings.

Borrowing costs are expensed unless they relate to qualifying assets.  Qualifying assets are assets
which take more than 12 months to get ready for their intended use or sale.  Where funds are borrowed
specifically for the acquisition, construction or production of a qualifying asset, the amount of
borrowing costs capitalised is that incurred in relation to that borrowing, net of any interest earned on
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those borrowings.  Where funds are borrowed generally, borrowing costs are capitalised using a
weighted average capitalisation rate.

(F)     Non-current assets

The carrying amounts of non-current assets are reviewed to determine whether they are in excess of
their recoverable amount at balance date.  If the carrying amount of a non-current asset exceeds the
recoverable amount, the asset is written down to the lower amount.

In assessing recoverable amounts of non-current assets the relevant cash flows have not been
discounted to their present value.

Leasehold land and buildings are independently valued every three years.

(G)      Acquisition of right to operate Brisbane Airport

On 2nd July 1997, the Company acquired the right to operate Brisbane Airport for a period of 50 years
with a 49 year option.

Lease premium

The lease premium is the amount paid for the right to operate Brisbane Airport and is carried at cost.  As
the Directors intend to renew the lease after the initial 50 year period, for a further 49 year period,  the
lease premium is amortised over 99 years.  Refer to Note 3.

The lease premium is amortised on a straight line basis.

(H)      Leasehold land

Leasehold land is recorded at cost and is amortised on a straight line basis over the expected term of the
lease, being 99 years.

Leasehold land has been recorded in the current year at independent valuation (in the year prior at
cost). Refer to Note 3. An estimate of anticipated costs to remediate identified contaminated sites has
been deducted from the carrying value of the Leasehold land. Leasehold land is amortised on a straight
line basis over the expected term of the lease, being 99 years.

 (I)     Property, plant and equipment

Acquisition

Property, plant and equipment is recorded at cost and depreciated as outlined below.

The cost of property, plant and equipment constructed by the Company including capital works in
progress at balance date, includes the cost of labour, materials, consultants and all other directly
associated expenditure.

Depreciation

Items of property, plant and equipment, including buildings are depreciated using the straight line
method over their estimated useful lives.

The depreciation rates used for each class of asset are as follows:

Runways, Taxiways and Aprons 2.5%

Roads and Car Parks 2.5%

Buildings 2.5%
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Plant and Equipment 5% to 40%

Assets are depreciated from the date of acquisition or, in respect of assets constructed by the
Company, when completed and ready for use.

The useful lives of Property, plant and equipment are reviewed annually.

Revaluations

Leasehold land and Buildings are independently valued every three years.

Any increase in the value of a class of revalued assets is recognised directly in the Asset revaluation
reserve unless it offsets a previous decrease in value, which had been recognised in the profit and loss
statement. Any decrease in value relating to a class of revalued assets is offset in the first instance
against any prior increments recognised for that respective class of revalued assets, or where no
increments exist it is recognised in the profit and loss statement.

A provision for capital gains tax is only recorded at the time of revaluation when it is known that the
asset will eventually be sold.  The provision, when required, is made against the Asset revaluation
reserve.

Disposal of revalued assets

The gain of loss on disposal of revalued assets is calculated as the difference between the carrying
amount of the asset at the time of disposal, and the proceeds on disposal and is included in the results
in the year of disposal.

(J)       Accounts payable

Liabilities are recognised for amounts to be paid in the future for goods or services received at balance
date, whether or not billed to the Company.  Trade accounts payable are normally settled within 30 days
from the end of the month in which the invoice is received, unless prior contractual arrangements have
been entered into.

(K)      Borrowings

Borrowings are carried at their principal amount.  Interest expense is accrued at the contracted rate and
included in " Creditors ".

(L)     Derivatives

Interest Rate Swaps

The Company is potentially exposed to changes in interest rates from its activities although it uses
interest rate swaps to hedge these risks.  Derivative financial instruments are not held for speculative
purposes.

Interest payments and receipts under interest rate swap contracts are recognised on an accruals basis
and included in interest expense during the year.

(M)    Employee entitlements

Annual leave

Provisions for employee entitlements to annual leave represent the amount which the Company has a
present obligation to pay resulting from employees' services provided up to the balance date.  The
provisions have been calculated at undiscounted amounts based on current wage and salary rates and
include related on-costs.

Long service leave
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The liability for employees' entitlements to long service leave represents the present value of the
estimated future cash outflows by the employer resulting from employees' services provided up to the
balance date.

Liabilities for employee entitlements which are not expected to be settled within twelve months are
discounted using the rates attaching to national government securities at balance date, which most
closely match the terms of maturity of the related liabilities.

In determining the liability for employee entitlements, consideration has been given to future increases
in wage and salary rates, and the Company's experience with staff departures.  Related on-costs have
also been included in the liability.

Superannuation fund

The Company contributes to a combined defined benefit /defined contribution superannuation plan.
Contributions are charged as an expense in the period in which they are incurred.

(N)     Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of Goods and Services Tax (GST),
except where the amount of GST incurred is not recoverable from the Australian Taxation Office (ATO).
In these circumstances the GST is recognised as part of the cost of acquisition of the asset or as part of
the expense.

Receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, of payable to, the ATO is included as a current asset or
liability in the balance sheet.

Cash flows are included in the statement of cash flows on a gross basis.  The GST components of cash
flows arising from investing and financing activities which are recoverable from or payable to, the ATO
are classified as operating cash flows.

(O)     Unearned revenue

Revenue received in advance is recorded as a liability in the balance sheet and brought to account as
income in the profit and loss over the period in which the benefit will be derived.
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Appendix 6: Brisbane Airport operational statistics

1998/99
1999/00

Description
Number

Number

PASSENGERS

Domestic passengers 7,730,099 8,133,185

International passengers (excluding transit) 2,536,627 2,609,009

International transit passengers 279,181    253,347

Domestic on-carriage 166,922    205,854

TOTAL PASSENGERS 10,712,829 11,201,395

AIRCRAFT MOVEMENTS

Regular Public Transport aircraft movements 131,316     130,714

General Aviation aircraft movements 27,444       30,050

TOTAL AIRCRAFT MOVEMENTS 158,760     160,764

TOTAL TONNES LANDED 5,020,245 5,069,217

AVERAGE STAFF EQUIVALENTS

- Aeronautical services 88            89

- Non-aeronautical services 28            29

TOTAL AVERAGE STAFF EQUIVALENTS 116          118

AREA (HECTARES)

- Aeronautical services 2195.10    2,195.10

- Non-aeronautical services 504.90       504.90

TOTAL AREA (HECTARES) 2700.00     2700.00
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Summary of Price Cap Compliance, Operating
Financial Results and Quality of Service for Phase I
and II Airports 1999/00

Price Cap Compliance

The Commission conducted price cap reconciliations for Phase I and Phase II Airports for
the 1999/00 period. Table 1 summarises the price cap reconciliations for all of the Phase I
and Phase II Airports for 1999/00.

Table 1: Price Cap Compliance Phase I and Phase II Airports 1999/00

Airport Required
reduction/increase

Actual
reduction/increase

1999/00
Over/under

recovery

Brisbane Airport -3.93% -1.32% 2.61% over

Melbourne Airport -2.402% -2.361% 0.041% over

Perth Airport -4.82% -2.84% 1.98% over

Adelaide Airport -4.8% -4.9% 0.1% under

Alice Springs Airport -2.0% -3.46% 1.46% under

Canberra Airport  0.28% 0.0% 0.28% under

Coolangatta Airport  -5.8% -6.509% 0.709% under

Darwin Airport -2.25% -3.925% 1.675% under

Hobart Airport -2.63% -3.184% 0.554% under

Launceston Airport -0.670% -0.868% 0.198% under

Townsville Airport 0.84% 0.2% 0.64% under

For the Phase I Airports, Brisbane Airport has over recovered for the last two financial
years. Perth Airport have over recovered its revenues in the last three financial years and it is
imperative that it reduces its charges significantly in the next financial year in order to comply
with the price cap. Melbourne Airport marginally over recovered in 1999/00, but taken with
the net under recovery of the previous two periods has an accumulated under recovery to
1999/00.

For the Phase II Airports, Adelaide refunded the over recovery of 1998/99 by providing a
rebate and has a small over recovery in 1999/00.  Alice Springs decreased aeronautical
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charges to bring it in line with the price cap.  Canberra Airport did not amend its charges in
1999/00, but provided rebates to users in both 1997/98 and 1998/99 to have a net
accumulated under recovery in 1999/00. Coolangatta Airport over recovered its revenues in
1998/99, however, reduced charges in 1999/00 to bring it in line with the price cap.  Hobart
Airport under recovered in 1999/00 however, taken with the over recovery in 1998/99 are
still in a position of accumulated net over recovery in 1999/00.  Launceston Airport has
under recovered revenue over the past two years. Townsville Airport did not increase
charges in 1999/00 by as much as allowed under its cap and have a net accumulated under
recovery.

Operating & Financial Performance

All of the Phase I and Phase II airport operators made positive earnings before interest and
tax (EBIT) in 1999/00.  However, all airports with the exception of Townsville and the
Government owned Sydney Airport made losses once interest and lease premiums are
taken into account.

Table 2 summarises the operating financial results for the Phase I and Phase II Airports as
well as that for Sydney Airport in 1999/00.

Table 2: Summary of selected Financial Results of the Phase I and II Airports as well as
Sydney Airport 1999/00.

Airport EBIT
$million

Interest
$million

Amortisation
$million

Profit / Loss after
interest and tax

$million

Brisbane 68.274 69.484 23.324 (112.650)

Melbourne 87.247 107.58 6.907 (20.290)

Perth 29.360 51.758 7.359 (22.398)

Sydney 120.159 57.463 - 42.842

Adelaide 25.435 32.886 2.920 (7.131)

Alice Springs 0.330 3.022 0.086  (2.692)

Canberra 3.720 5.167 - (2.196)

Coolangatta 3.243 5.252  - (2.009)

Darwin 0.581 10.711 0.472 (10.130)

Hobart 1.752 1.891 0.332 (0.216)

Launceston 1.153 1.099 0.111 (0.188)

Townsville 1.359 1.029 - 0.117

Quality of service

Quality of service for the three Phase I Airports and Sydney Airport are generally
satisfactory.  As in 1998-99, Brisbane Airport again achieved high quality service ratings
from both airline operators and passengers in 1999/00.  Although Perth Airport users and
passengers were satisfied, there were marginal declines in the ratings for some facilities as
compared to that of 1998/99.  Melbourne Airport received lower quality ratings from
airlines, in 1999/00 as compared to that of the previous financial year. The airline’s quality
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assessment of Sydney Airport for 1999/00 is mixed and a comparison of the assessment
with that of the previous period 1998/99 is ambiguous.

Passenger surveys indicated good quality standards for both airports in 1999-00. It should
be noted that both Melbourne and Sydney Airports were undergoing construction works
during the 1999/00 reporting period.

Airport operators have responded to airline comments concerning service quality and they
have been incorporated within the regulatory reports.

Airservices Australia was again unable to provide data on aircraft delays and has advised
the Commission, that its systems would not be able deliver the required performance
information. Aircraft delay indicators (see table 9) form an integral part of a framework for
considering airport quality of service.  The lack of information on such measures is a
significant deficiency in evaluating airport quality of service.
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Introduction
The Australian Competition and Consumer Commission (the Commission) has primary
responsibility for implementing and administering the economic regulatory measures applying
to ‘core regulated’ airports. ‘Core regulated’ airports include the Phase I airports sold in
May 1996, the Phase II airports sold in May/June 1997, and Sydney Kingsford Smith
Airport.

The regulatory regime for ‘core regulated’ airports comprises measures under the Trade
Practices Act 1974 (TPA), the Prices Surveillance Act 1983 (PS Act) and the Airports
Act 1996 (Airports Act). It includes access arrangements, and a price cap on aeronautical
services for the privatised Phase I and Phase II airports.  The framework also includes a
range of measures designed to complement the price cap and increase transparency of
certain aspects of the privatised airport business.

In order to meet the transparency requirements under the regulatory framework, the
Commission reports annually on airport accounts, quality of service, prices monitoring, and
price cap compliance for the ‘core regulated’ airports.

The report

This report relates to Melbourne Airport and is divided into four sections.  The first section
addresses quality of service at Melbourne Airport and provides a summary of results.  The
second section provides information on Melbourne Airport’s financial accounts. The third
section provides details on Melbourne Airport’s price cap compliance, and the fourth
section addresses the formal monitoring requirements under section 27A of the PS Act.

It should be noted that this report is for information only and does not provide
recommendations in relation to the matters covered.

Melbourne Airport

Melbourne Airport is owned and operated by Australia Pacific Airports (Melbourne) Pty
Ltd (APAM), who took over its operation from the Federal Airports Corporation (FAC) in
July 1997.  APAM is a wholly owned subsidiary of Australia Pacific Airports Corporation
(APAC). AMP, Deutsche Asset Management, BAA plc and Hastings Funds Management
are shareholders of APAC. APAC paid $1.3 billion for a 50-year lease of the airport, with
an option for a further 49-year lease at the end of this period.

This is the third regulatory report for Melbourne Airport.  The Commission would like to
acknowledge the cooperation received from APAM in providing data and responding to
queries that assisted in the preparation of this report.
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1 Quality of service monitoring
 This section details quality of service monitoring at Melbourne Airport. It begins by
providing an overview of the Commission’s role in quality of service monitoring at
Melbourne Airport. Following this is a summary of the 1999/00 quality of service results for
Melbourne Airport.

1.1 The Commission’s role and approach to quality of service
monitoring

Regulations

 The Commission is required to conduct quality of service monitoring pursuant to Part 8 of
the Airports Act.1  Under the regulations to the Airports Act, airport operators are required
to provide the Commission with information on a range of indicators.  These indicators
cover various aspects of an airport’s service quality performance and are detailed in
Appendix 1.

 Generally, quality of service monitoring is aimed towards:

• providing transparency about airport performance;

• discouraging airport operators from providing unsatisfactory standards for services
which are associated with significant market power; and

• assisting the Commission to assess an airport operator’s conduct as part of the review
of prices oversight arrangements.

 The information requested by the Commission from airport operators is directed towards
meeting these objectives.

Commission’s approach

 In reporting on the quality of service indicators, the Commission focused on the standard
and availability of facilities and services provided by, or which could be influenced by the
airport operator. These facilities and services include airside facilities such as runways,
taxiways and aprons; terminal facilities, such as international departure lounges and baggage
claim; car parking; and taxi and bus pick up and drop off points.  Domestic terminals owned
and/or operated by airlines were not included as part of the quality monitoring report.

 In constructing this quality monitoring report, the Commission sought information from a
number of different sources, including:

§ passengers of the airport, through passenger perception surveys conducted by the
airport operator;

§ airlines, through surveys of airlines conducted by the Commission;

                                                

 1 For a detailed description see Quality of service Monitoring Post Leasing, ACCC February 1997
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§ airport operators, as required under the regulations; and

§ Australian Customs Service (ACS) and Airservices Australia.

Passenger perception surveys

 The same passenger perception survey has been used to conduct this year’s quality
monitoring as was used for the 1997/98 and 1998/99 periods.  The areas covered by the
passenger perception survey include passenger check-in, security clearance, government
inspection, lounges, washrooms, baggage collection, signage, car parking, and vehicle
access for pick-up and drop-off of passengers.

 Respondents were asked to rate quality aspects such as reasonableness of waiting times;
clarity of information provided, such as airport signage; and the comfort of gate lounges.  A
summary of results from the passenger perception survey is presented in Appendix 2.

Airline surveys

In order to gain information on the quality of airside facilities and terminal facilities, the
Commission conducted a survey of the airlines that used Melbourne Airport over the
1999/00 period. Eleven surveys were received from the following airlines: Air Nauru, Air
New Zealand, Air Pacific, Ansett Australia, Cathay Pacific, Gulf Air, Lauda Air, Malaysia
Airlines, Qantas, Singapore Airlines, and United Airlines.   The Commission will be including
Impulse Airlines and Virgin Blue Airlines in the airlines surveys from 2000-01.

As part of the survey, airlines were requested to rate the availability and standard of
particular facilities and services on a five-point scale ranging from ‘very poor’ to ‘excellent’.
Under the availability category, the Commission sought information from airlines regarding
the availability of infrastructure and equipment and the occurrence of delays in gaining access
to it.  Under the standard category, the Commission sought information on the ability of
equipment to perform the function intended, the reliability of the equipment and the
possibility of it breaking down. A summary of results from the airline survey is presented in
Appendix 3.

Airport operators

APAM was required to provide the Commission with information on the ‘static indicators’
for Melbourne Airport.  These indicators include the number of passengers, the number of
aerobridges and the size of aprons.  Details of the ‘static indicators’ for Melbourne Airport
are provided in Appendix 4.

Australian Customs Service and Airservices Australia

The Commission conducted a survey of ACS to assess certain quality aspects of Melbourne
Airport.  ACS was asked to rate the quality of immigration facilities, baggage processing
facilities, and APAM’s consultation procedures.  Results from this survey are incorporated
in the ‘quality of service results’ section below.

Airservices Australia provided the Commission with information regarding busiest half-hours
at Melbourne Airport for the 1999/00 period (see Appendix 4 for details).  Airservices
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Australia, however, could not provide the Commission with data relating to aircraft delays
for the 1999/00 financial year.

Issues

 In assessing the quality of service at Melbourne Airport, it is important to note that there are
a variety of factors outside the immediate control of APAM that may have influenced the
quality of service results.  The first of these is the staffing of check-in services by airlines, and
similarly, staffing of immigration services by Customs, which may have affected the quality
results obtained for related services.  Secondly, airlines, Airservices Australia and other
service providers might have contributed to quality outcomes at Melbourne Airport.

 Another point to consider when viewing results is that it takes time to implement changes
and to make improvements in quality monitoring areas.  In general, airport operators may
not have had sufficient time to make improvements in areas where deficiencies have been
identified in one year’s report, before the next year’s monitoring report is completed. For
example, there may be a lag between an increase in passenger and flight numbers and an
increase in the capacity of terminal infrastructure.  Given that investment in terminal
infrastructure is ‘lumpy’, there may be increased crowding in the lead up to new investment
which could reflect adversely in the results of some quality of service indicators. Also,
improvements in quality may not be made where the costs do not justify the expected
benefits.

 Finally, during the 1999/00 period, Melbourne Airport was undertaking construction of the
Multi User Domestic Terminal (MUDT).  Such works can cause short-term disruption to
airline operations and general day to day running of the airport.
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1.2 Quality of service results 1999/00

The assessment of overall quality of service at Melbourne Airport is made having regard to
the passenger perception survey, the airline survey, a survey of ACS, and the additional
comments and data provided by APAM and Airservices Australia.

Overall, it appears that airport users and passengers were satisfied with most aspects of the
facilities and services provided at Melbourne Airport.  Although there were more airlines
surveyed in 1999-00, the results indicated that airlines were less satisfied with certain
facilities and services.  For example, there were notable declines in the ratings by airlines in
relation to gates at the international terminal, the standard and availability of aerobridges and
check-in facilities and baggage processing facilities.  The Commission found that where
airlines included written comments in the survey regarding the facilities at Melbourne Airport,
most of these were negative.

Runways, aprons and taxiways

The quality of runways, aprons and taxiways at Melbourne Airport was assessed using the
results obtained from airline surveys.

The standard and availability of runways was rated from ‘satisfactory’ to ‘excellent’ by
airlines, although most of the airlines rated the facility as ‘good’.  Comments received from
airlines related to concerns about increased holding patterns due to new entrants, and
runways being too short in bad weather.

In response to the latter comment, APAM noted that runway lengths have not been altered
for some time, nor had they received any representations from users to extend either
runway.

Melbourne Airport had fifteen international apron positions for aircraft parking at 30 June
2000. Overall, aprons were rated from ‘satisfactory’ to ‘excellent’ by airlines, with the
majority of airlines rating the facility as ‘good’.  Comments received from one airline
indicated an expected increase in tarmac movements and freight delivery times due to the
MUDT.  Another comment pointed to problems during night operation in getting sweepers
to remove foreign objects from the apron.

APAM has stated that a dedicated specialist airport sweeper operates between 7am to
3.30pm six days per week, with the majority of the time focussed on sweeping aprons.  An
after hours emergency call out system is also in place.

Airlines rated taxiways at Melbourne Airport as ‘satisfactory’ to ‘excellent’, again with most
airlines rating the facility as ‘good’. A comment received from one airline indicated that due
to the guidance system used at Melbourne Airport, it was often difficult to line up aircraft at
the bays.

APAM have commented that the most common nose in guidance system is installed at
Melbourne Airport, which is simple and reliable.  Two aircraft parking bays are fitted with
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newer technology which uses laser radar.  APAM have made provision in the forward
capital program to install similar systems at all bays by 2004/05.

Gates

The quality of gates at Melbourne Airport was assessed using information obtained from the
airline surveys.

The availability of gates at Melbourne Airport was rated from ‘poor’ to ‘excellent’ by
airlines, while the standard of gates was rated from ‘satisfactory’ to ‘good’.  The overall
decline in the rating of gates mainly related to comments received from Airlines about the
international terminal.  A number of airlines commented on the practice at Melbourne
Airport of allocating gates in the satellite area before other gates.  This practice not only
meant passengers often had a long way to walk to the gates but also led to congestion in the
gate area.

In response to the comments regarding gate allocation, APAM noted that the arrangements
for gate allocation have not changed in a number of years.  APAM further notes that gate
allocation depends on a number of factors, such as, the availability of staff who can operate
the gates, gates in the satellite area are only able to service larger aircraft, and some users
request gates in the satellite area out of preference.  APAM note that the walking distances
to even the furthers gates at Melbourne Airport are short by international standards and to
those generally encountered by passengers using domestic terminals in Australia.

Ground service equipment storage sites

The quality of ground service equipment storage sites at Melbourne Airport was assessed
using airline surveys.

Ground service equipment storage sites were rated from ‘poor’ to ‘good’ in terms of
availability and standard.  Comments received from airlines indicated that there were
insufficient container storage areas and that equipment parking was limited.  Similar
comments were received last year.

In response to these comments, APAM have again stated that it have not refused any
request to make sites available for equipment storage.  APAM stated that sites were
available and it was happy to provide such facilities in negotiation with its customers.

Freight equipment storage sites

The quality of freight equipment storage sites at Melbourne Airport was assessed using
airline surveys.

Freight equipment storage sites were mostly rated ‘poor’ to ‘good’ by airlines, with one
airline rating the facilities as ‘very poor’.  Comments received from airlines indicated that
inadequate space and lack of equipment storage sites impacted on the quality rating of this
facility.  A number of Airlines commented that the freight equipment storage facilities were
outdated.
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In addition to making the same comments as applies to ground service storage equipment
sites above, APAM note that the only service provided is pavement for parking equipment
and containers, and as such, fail to see how this can be outdated.

Aerobridges

The quality of aerobridges at Melbourne Airport was assessed using airline surveys and
information provided by APAM.

Melbourne Airport had ten aerobridges for international aircraft at 30 June 2000. For the
1999/00 financial period, around 99 per cent of all passengers embarking or disembarking
used an aerobridge.

Aerobridges were rated by airlines from ‘poor’ to ‘excellent’.  This was significantly
downgraded from last year’s results.  Some airlines commented that there was a limited
number of aerobridges suitable for Boeing 737 aircraft and that the aerobridge links were
not suitable for transit flights.  A number of other negative comments related to poor
airconditioning, as well as problems with announcements and general cleanliness and
maintenance of aerobridges.

In response to the above comments, APAM stated that the problems with airconditioning in
the aerobridges had been identified and resolved; the problems with the PA announcements
in aerobridges only occurred intermittently over a two month period; cleanliness problems
were due to an under performing cleaner, and the issue was addressed quickly; and APAM
note that preventative maintenance schedules have long been established and are generally
kept up to date, as well as a fault reporting and response system.

Check-in facilities

The quality of check-in facilities at Melbourne Airport was assessed using airline surveys,
passenger perception surveys, and information provided by APAM.

Melbourne Airport had 72 check in desks at 30 June 2000.

Airlines rated the standard and availability of check-in facilities as ‘poor’ to ‘excellent’.
There was a slight decline in the rating for these facilities compared to last year, and
according to the airline surveys, it appears to relate to the lack of regular maintenance of the
check-in equipment.  However, most airlines rated the facilities as ‘satisfactory’ to
‘excellent’.

In response to comments made by airlines, APAM note that there are several components
to check-in counters. The furniture itself is subject to a regular two-weekly maintenance
inspection and, where possible, most faults are repaired immediately or as soon as possible.
For several months during the year, there were difficulties experienced with the supply of
spare parts for the check-in signage system, This has since been remedied.  The baggage
handling system at check-in experienced some problems with one of the main conveyors
where large bags were setting off the safety system.  This issue was addressed by APAM
by the installation of side boards to the conveyor.  APAM further note that the fault
reporting system also cover check-in counters.
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Passengers surveyed rated the waiting time at check-in as ‘good’ and above.

Government inspection

The quality of Government inspection at Melbourne Airport was assessed using passenger
perception surveys, a survey of ACS, and information provided by APAM.

Melbourne Airport had 26 inbound immigration desks and 18 outbound immigration desks
at 30 June 2000.

Passengers surveyed rated the waiting time at Government inspection outbound as ‘good’.
The waiting time at Government inspection inbound was rated similarly.

ACS rated the adequacy of areas provided for circulation and queuing at immigration
(arrivals) as ‘good’. ACS also rated signage, lighting, desks and passenger facilities for
immigration (arrivals) at Melbourne Airport as ‘good’.  Similar comments were received
from ACS for the 1998/99 period.

 Comments received from ACS indicated that the ‘inward’ duty free shop had a negative
impact on queuing and circulation for arriving passengers.  ACS stated that it tended to slow
the processing of passengers and contributed to some of the delays experienced in the
Customs examination area for flights that had a high component of goods to declare.  ACS
also suggested that signage for transit passengers could be improved as some passengers get
confused about which way to go.  Customs has suggested that perhaps airlines could
provide a person to marshal transit passengers to the transit escalator.

In response to this, APAM stated that the inward duty free shop was last reconfigured in
1997 prior to APAM taking control of Melbourne Airport, and more recently in November
2000.  APAM stated that nothing has changed in the period that is subject of this report.

The quality of immigration facilities for departing passengers was rated as ‘poor’ mainly due
to the new Customs legislation and equipment for dynamic signage necessitating the redesign
of the customs office and search room in the departures area. However, a secure barrier
near the primary modules was installed in the 1999/00 period following suggestions by the
ACS that the location of the passenger screening point would be better if it were placed
forward of the primary line, at the doors to the hall.

Security

The quality of security at Melbourne Airport was assessed using passenger perception
surveys and information provided by APAM.

Melbourne Airport had six security systems at 30 June 2000.

Passengers rated the quality of passenger screening at Melbourne airport as ‘good’.

Gate lounges

The quality of gate lounges at Melbourne Airport was assessed using passenger perception
surveys and information provided by APAM.
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At 30 June 2000, there were 2172 seats provided in the gate lounges at Melbourne Airport,
191 less than in the previous period (1998/99).  This reduction of seats in the gate lounges
was due to the introduction of new retail outlets in the International Terminal.

Passengers rated the comfort and seating arrangements of gate lounges at Melbourne
Airport as ‘good’. Passengers rated the crowding of gate lounges and ease of finding a seat
in the gate lounges, and finding the correct gate from ‘good’ to ‘excellent’.

Baggage processing facilities and trolleys

The quality of baggage processing facilities and trolleys at Melbourne Airport was assessed
through airline surveys, passenger perception surveys, a survey of ACS, and information
provided by APAM.

At 30 June 2000, Melbourne Airport had a baggage system with a capacity of 3060 bags
per hour for outbound baggage, and 2720 bags per hour for inbound baggage.  This was the
same capacity as 1998/99.

Airlines rated the standard and availability of the baggage handling system at Melbourne
Airport as ‘very poor’ to ‘good’. Comments received from Airlines indicated that the
significant decline from the previous year in the rating for the baggage handling system is due
to scanners malfunctioning.  A number of airlines suggested that the system needs upgrading.

In response to the above comments, APAM stated that the performance of the scanner
arrays used in the system have been below expectations, and has deteriorated further over
the last couple of years.  After consultation with the airlines, APAM have installed new,
enhanced scanners during December 2000.  The new scanners will significantly improved
the ‘read rate’.

Passengers surveyed rated the ease of finding the correct belt at Melbourne Airport as
‘good’.  The waiting time and crowding of baggage areas was rated ‘satisfactory’ to ‘good’.
The baggage trolley facility was rated by arriving passengers as ‘good’ to ‘excellent’.
Departing passengers rated the quality of trolleys as ‘good’ to ‘excellent’.

ACS rated the adequacy of space, signage, position, access, security, and passenger
inspection facilities at Melbourne Airport as ‘good’. Comments received from ACS
suggested that the location of the examination area and duty free shop added to congestion.
ACS did, however, recognise that due to limited space, little could be done with regard to
the examination area.

Flight information displays

The quality of flight information displays at Melbourne Airport was assessed using passenger
perception surveys.

Departing passengers rated the quality of this facility as ‘good’.
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Washrooms

The quality of washrooms at Melbourne Airport was assessed using passenger perception
surveys.

Passengers rated the cleanliness of washrooms as ‘good’.

Car parking and kerbside access

The quality of car parking and kerbside access at Melbourne Airport was assessed using
passenger perception surveys and information provided by APAM.

Melbourne Airport had 6949 car parking positions at 30 June 2000,  747 more than in the
previous period (1998/99).

Passengers using the car parking facilities at Melbourne Airport rated the facility as ‘good’.
Car parking maintenance and signage was rated similarly.

Kerbside access is required to allow passengers to be dropped off and picked up by taxis,
buses and other vehicles.  Passengers rated this facility at Melbourne Airport as ‘good’.

Consultation with airlines

The quality of APAM’s consultation procedures was assessed through airline surveys and a
survey of ACS.

The Commission asked airlines to rate and comment on APAM’s performance in
addressing airline concerns on quality related issues.  The responses ranged from ‘poor’ to
‘excellent’, with most airlines recording a ‘satisfactory’ or ‘good’ rating.  The marginal
decline in the rating from last year may reflect several comments received from airlines
stating that too much emphasis is being placed on the retailing aspect at Melbourne Airport.
However a number of other comments indicated that concerns were addressed by
management in a timely manner and with good communication.

ACS rated APAM’s responsiveness to concerns as ‘poor’.  ACS commented that there
has been deterioration in Melbourne Airport’s performance in this regard.  Issues and
changes that impact directly on Customs operations are being progressed in a number of
instances without any consultation or advice to customs, in particular, with Melbourne
Airport’s retail arm.  ACS point out that the level of interaction and cooperation with
Melbourne Airport’s other areas is generally good.
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2. Regulatory accounts reporting

This section reports on Melbourne Airport’s financial accounts.  First an outline of the
financial reporting requirements is given, followed by the financial accounts of Melbourne
Airport for the 1999/00 financial year.

2.1 The Commission’s approach

The operators of the Phase 1 airports are required under Part 7 of the Airports Act to
provide the Commission with annual financial accounts within 90 days after 30 June of that
year. The accounts include a Profit and Loss Statement and Balance Sheet, and a Statement
of Cash Flows. In addition, other supporting information, such as statements on accounting
policies and cost disaggregations between aeronautical and non-aeronautical costs are
required.

 All information provided to the Commission must be audited.  To authenticate this, a
director’s responsibility statement must be signed by at least two directors stating that the
accounting statements and supporting schedules are presented ‘fairly’ and in accordance
with the guidelines, the Airport Act, and the regulations made pursuant to that Act.

 APAM lodged its audited regulatory accounts with the Commission in the required 90 days
following the end of the financial year.  The Commission concluded that APAM had
prepared its accounts in accordance with the guidelines.

2.2 Melbourne Airport, regulatory accounts 1999/00

APAM reported on a period of activity from 1 July 1999 to 30 June 2000.  Over the entire
airport, a loss after tax of $20.3 million was reported.  This result was significantly affected
by interest expense, which totalled $107.6 million.

As at 30 June 2000, APAM controlled total assets valued at $1,334.6 million. Of this total,
APAM valued its aeronautical assets at $434.2 million and its non-aeronautical assets at
$900.2 million.

APAM’s independent auditors attested to the appropriateness of its systems and records
which enabled it to comply with the requirement to separate accounting information between
aeronautical and non-aeronautical activities.

Some of the more prominent account items and ‘drivers’ were as follows.  Depreciation was
allocated on the basis of the function of the relevant asset.  Services and utilities (eg.
electricity) were allocated by historical metered usage.  Australian Protective Services were
allocated on a landed tonne basis.  Other expenses were allocated by square metres for
functions within the terminal, landed tonnes and by a staff function.

A summary of the regulatory accounts is attached at Appendix 5.
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3. Price cap compliance

This section details Melbourne Airport’s price cap compliance for the 1999/00 financial
year.

3.1 The Commission’s role – price cap

Certain aeronautical services at leased airports are declared under section 21 of the PS Act
for price surveillance.  Declaration 87 made by the Treasurer pursuant to the PS Act
declares the services at Phase I airports.  The Declaration covers aircraft movement areas
(eg. runways, aircraft parking areas) and passenger processing areas (eg. aerobridges,
departure lounges).2

Declaration requires an airport operator to notify the Commission of a proposal to increase
charges for the services covered by the declaration. The legislative framework does not give
the Commission the discretion to object to proposed price increases that fall within the
parameters set by the price cap.

At all privatised ‘core regulated’ airports, declared services are subject to CPI-X price
caps.  The X factors are based on expected productivity improvements.3  The X factor for
Melbourne Airport is 4.0 per cent and has been set for five years from 1 July 1997.  The
Treasurer’s Direction number 20 sets out details of the price cap formula, the X values and
other issues relevant to the Commission’s administration of the cap.4

3.2 Price cap compliance 1999/00

Price cap compliance is calculated on a revenue weighted average price basis. According to
this approach, increases in particular charges are weighted by that component’s proportion
of revenue for the previous period.

Aeronautical services at Melbourne Airport are subject to a price cap set at CPI less an X
factor of 4.0 per cent per annum.  The relevant CPI figure used to assess price cap
compliance for the 1999/00 period was 1.7 per cent, meaning that APAM was required to
lower its average aeronautical charges in nominal terms by 2.3 per cent.

Using data provided by APAM, the Commission assessed whether Melbourne Airport
complied with the price cap over the year ending 30 June 2000. A summary of movements
in charges subject to the cap is provided below (see table 3).  Details of price notifications
are available from a public register maintained by the Commission pursuant to section 23 of
the PS Act.

                                                

2 A copy of declaration 87 is available on the Commission’s website, under airports.

3 For a detailed explanation of the arrangements see Australian Competition and Consumer
Commission, “Administration of Airport Price Cap Arrangements”, January 1997

4 A copy of direction 20 is available on the Commissions website, under airports
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Table 3: Changes in charges subject to price cap for year ended 30 June 2000

Charge Basis Charges
30/6/99

Charges
30/6/00

Landing charges (domestic and
international)

Per landing $/tonne MTOW $5.47 $5.34

Australian Protective Service Per landing $/tonne MTOW
(aircraft over 20,000 kg)

$0.44 $0.21

International Terminal charge Per landing $/tonne MTOW $3.89 $3.80

RPT below minimum rotary wing

RPT below minimum fixed wing

GA Itinerants fixed wing

GA Itinerants rotary wing

Parking

$ per landing

$ per landing

$ per landing

$ per landing

$ per day

$13.15

$26.31

$100.00

$50.00

$50.00

$13.00

$26.00

$100.00

$50.00

$50.00

To demonstrate compliance with the price cap, APAM provided disaggregated revenue
data for aeronautical services for the 1999/00 financial year.  APAM also gave the units of
revenue (eg. tonnes landed) for each category of revenue.  A summary of the data is given in
Table 4 below.
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Table 4: Aeronautical revenue and price cap compliance for the period ended 30 June 2000

Description Number of
Units

Base Charge
(Price per

unit)

Revenue
99/00

$51,107,84
7

Average
Charge

99/00

Rate
Variation

(% change)

Revenue
Share
98/99

Compliance

%

Landing
Charges:

- Domestic and
International

7,767,735
tonnes

$5.47 per
1000kg
MTOW

41,479,705  $5.34 -2.38 80.81% -1.92

RPT – below
minimum fixed
wing

863 $26.31 per
landing

22,438  $26.00 -1.18 0.06% -0.0007

RPT – below
minimum
rotary wing

57 $13.15 per
landing

741  $13.00 -1.14  0.003% -0.00003

GA – below
minimum fixed
wing

613 $100.00 per
landing

61,300  $100 0.0  0.11% 0.0

GA – below
minimum
rotary wing

75 $50.00 per
landing

3,750 $50 0.0 0.014% 0.0

International
Terminal
Charges

2,510,477 $3.89 per
1000kg
MTOW

9,539,813  $3.80  -2.31  19.00% -0.44

Parking
Charges

2 $50 per day 100 $50 0.0 0.003% 0.0

Actual reduction in charges 99/00 -2.361%

Reduction required to comply with cap* -2.402%

Over-recovery of revenue 0.041%

Total revenue over-charge 99/00 20 954

 Under-recovery of revenue 98/99** (30 235)

Total to be carried forward (under-
recovery)

(9 281)

* Includes CPI-X required reduction for 99/00 of 2.3% and the overcharge from 98/99 of 0.102%.

** This figure has been adjusted from the carry forward figure contained in Melbourne Airport’s
1998-99 Regulatory Report .



Regulatory Report, Melbourne Airport 1999/00

18

Based on the above reconciliation, Melbourne Airport reduced charges for the 1999/00
period by 2.36%, against a required reduction of 2.402% to comply with the cap.  Taken
with the under-recovery of revenue carried forward from 1998/99 of $30 235, this has led
to a total under-recovery of $9 281 for the 1999/00 period.

APS revenue and expenditure reconciliation for year ended 30 June 2000

The price cap regime allows airport operators to ‘pass-through’ to users 100 per cent of the
costs related to Government mandated airport security requirements, without those
increases affecting compliance with the price cap.  The Department of Transport and
Regional Services has advised the Commission that such costs include amounts charged to
the airport by the Australian Protective Service (APS).  In future, Government mandated
security requirements met by the airport operators and other service providers would also
qualify for the cost ‘pass-through’ arrangements.

APAM supplied the following information, which demonstrates that the increased security
charges to airport users did not seek to recover more than the charges levied by APS during
the financial year.

Table 5:  Reconciliation of APS revenue to APS costs

APS  income recharge $2,540,000

APS direct expense $2,830,000

Sub Total $290,000

Carried forward balance 1998 $231,000

Carried forward total $59,000



Regulatory Report, Melbourne Airport 1999/00

19

4.    Monitoring of aeronautically related services.
This section covers the Commission’s role in the monitoring of aeronautically related
services that are outside the price cap arrangements.  This section begins with an outline of
the Commission’s approach to monitoring and is followed by a report on the activities of
Melbourne Airport for the 1999/00 financial year.

The Commission also reports on the operational statistics of Melbourne Airport.  Details of
these statistics can be found in Appendix 6.

4.1 The Commission’s monitoring role

In May 1998, the Treasurer directed that aeronautically related services be the subject of
formal price monitoring pursuant to section 27A of the PS Act.  The monitoring covers the
costs, revenues and profits of an airport. The rationale for monitoring is that airport
operators may exert significant market power in relation to the monitored services at
individual airports. As such, the Government considered that these services should be
monitored for misuse of any market power the airport operator may have in setting prices.

Aeronautically related services include aircraft refuelling, aircraft maintenance sites and
buildings, freight facilities, and car parking.  A full list of aeronautically related services is
given in the Treasurer’s Direction number 21, available on the Commission’s web site.  For
a more complete outline of the Commission’s monitoring role, see the Commission
publication titled “Economic Regulation of Airports”.

Under section 27B of the PS Act, the Commission is required to report annually to the
Treasurer on its formal prices monitoring activities.  The Commission is also required to
make its reports publicly available.

In exercising its role, the Commission may investigate particular pricing issues where users
have raised concerns and it appears that the airport operator may have taken advantage of
its market power.  To date this has included the proposed imposition of fuel throughput
levies at Brisbane and Perth airports.

4.2 Price monitoring –Melbourne Airport, 1999/00

The purpose of monitoring is to identify changes in aeronautical related costs and revenues
over time for services that are associated with significant market power.  Such differences
may point to the use of market power by the airport operator in setting prices.  The
movement over time of costs and revenues will be of particular interest to the Commission.

APAM provided data to the Commission for the year ending 30 June 2000.  The data is
summarised in tables 6, 7 and 8 below, and includes revenues and costs for services related
to:

• aircraft refuelling;
• aircraft maintenance sites and buildings;
• freight equipment storage sites;
• freight facility sites and buildings;
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• ground support equipment sites;
• check-in counters and related facilities; and
• public and staff car parks.

 Table 6: Monitored services:  Aero-related costs for the period ended 30 June 2000

 Description  Aero Related Costs
98/99

 Aero-Related Costs
99/00

 
AERO-RELATED SERVICES

 $‘000  $‘000

 Refuelling services  N/A  N/A

 Aircraft maintenance sites & buildings  1,567  1,847

 Freight equipment storage sites  18  18

 Cargo facility sites & buildings  591  1,404

 Ground support equipment sites  113  116

 Check-in counters and related facilities(1)  1,462  1,440

 Public car parking  10,388  9,255

   

 TOTAL AERO-RELATED COSTS  14,139  14,080

 
 Notes:
 1. Costs exclude amortisation of intangibles and interest.

 

 Table 7: Monitored services: Aero-related revenue for the period ended 30 June 2000

 Description  Basis of Charge(s)  Revenue 98/99  Revenue 99/00

 AERO-RELATED SERVICES   $‘000  $’000

 Refuelling services   N/A  N/A

 Aircraft maintenance sites &
buildings

 ($ per square metre)  3,482  3,576

 Freight equipment storage sites  ($ per square metre)  101  101

 Cargo facility sites & buildings  ($ per square metre)  1,352  2,588

 Ground support equipment sites   N/A  N/A

 Check-in counters and related
facilities(1)

 Agreement with
airlines

 2,387  2,560

 Public car parking/staff car parks  Time Parking Rates  26,471  28,225

    

 TOTAL AERO-RELATED REVENUE   33,793  37,050
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 Table 8:  Car Parking Rates

 Hours  Short Term 30/6/99  Short Term 30/6/00

 1  $4.00  $4.60
 2  $7.00  $7.30
 3  $8.00  $10.00
 4  $9.00  $10.00
 5  $10.00  $10.00
 6  $10.00  $10.00
 7  $13.00  $13.00
 8  $13.00  $13.00
 9  $13.00  $13.00
 10  $16.00  $16.40
 11  $16.00  $16.40
 12  $16.00  $16.40
 12-24  $20.00  $22.80

 

 Days  Long Term  30/6/99  Long Term 30/6/00
 1  $14.00  $14.00
 2  $14.00  $14.00
 3  $21.00  $21.00
 4  $28.00  $28.00
 5  $35.00  $35.00
 6  $42.00  $42.00
 7  $42.00  $42.00

 

 While revenues tended to exceed costs, it is important to note that the costs did not include
amortisation of intangible assets or interest.  These were significant, amounting to $114
million in 1999/00.  The Commission asked that these items be excluded for the purposes of
the monitoring reports because (a) their allocation to services would have involved a degree
of subjectivity, and (b) there would be risk of circularity if an allocation of the cost of the
lease premium were included.  However, the Commission acknowledges that an allocation
that recognises a cost of capital would be appropriate in any detailed analysis.
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Appendix 1: Outline of quality of service indicators
 

 The regulations to the Airports Act specify performance indicators to be used in quality of
service monitoring.  These cover a range of services and infrastructure for which the airport
operator has some, or complete influence over.  An outline of the indicators and the source
of data for each is given in table 9 below.

 Table 9:  Quality of service indicators

 Service /
Infrastructure

 Type of indicator  Source of data

 Runways, aprons,
taxiway system

• Average aircraft movements in 30/60 busiest
half hours per month.

• Various delay indicators.

• Airlines and Airservices Australia
questionnaire regarding adequacy of
facilities.

 Airservices Australia;

 Airservices Australia;

 Survey of airlines

 

 Gates • Number of aircraft parking bays.

• Satisfaction with the standard and
availability of facilities.

 Airport operator;

 
Survey of airlines

 Ground service
equipment

• Satisfaction with the standard and
availability of facilities.

 Survey of airlines

 Freight facilities • Satisfaction with the standard and
availability of facilities.

 Survey of airlines

 Aerobridges • Number of aerobridges.

• Number and percentage of passengers
using aerobridges for boarding and
disembarkation;

• Satisfaction with the standard and
availability of facilities.

 Airport operator
Airport operator

 Survey of airlines

 Check-in • Number of desks.

• Number of hours when more than 80 per
cent of check-in desks are open.

• Satisfaction with the standard and
availability of facilities.

• Satisfaction with waiting time.

 Airport operator

 Survey of airlines

 Passenger perception
survey

 Government inspection • Number of desks.  

 Security • Number of clearance systems.

• Satisfaction with the system.

 Airport operator

 Passenger perception
survey

 Gate lounges • Number of seats in gate lounges;

• Satisfaction regarding quality and
availability of seating and crowding.

 Airport operator;

 Passenger perception
survey
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 Service /
Infrastructure

 Type of indicator  Source of data

 Baggage trolleys • Passenger satisfaction with findability of
trolleys.

 Passenger perception
survey

 Flight information
display and signs

• Passenger satisfaction with the system.  Passenger perception
survey

 Washrooms • Passenger satisfaction with the standard of
facilities.

 Passenger perception
survey

 Car parking • Number of car parking spaces;

• Throughput of the car park;

• Passenger satisfaction with standard of
facilities and availability of spaces and time
taken to get into car park.

 Airport operator;

Airport operator;

 Passenger perception
survey

 Kerbside access • Passenger satisfaction with space and
waiting time for taxis.

 Passenger perception
survey
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 Appendix 2:  Passenger perception survey results

APAM commissioned an independent market research company to conduct the passenger
perception survey at Melbourne Airport.

Passengers were asked to rate their level of satisfaction with Terminal aspects and facilities
at Airport on a scale from one to five:

   1                                     2                                 3                                 4                                    5

Extremely                        Poor                        Average                       Good                            Excellent
 Poor

The graph below shows the average score obtained for each service/facility in the 1998/99
period and the 1999/00 period.

As can be seen from the graph below, the quality of service results over the 1999/00 period
are similar to results obtained in the 1998/99 passenger survey. It should, however, be
noted that passenger numbers increased at Melbourne Airport by 10% compared with last
year’s passenger numbers. This would indicate that, even with more passengers using the
facilities at Melbourne Airport, quality of service has been maintained for most facilities.

 Descriptions of each indicator and the service aspects surveyed are given below in the
‘Indicator Summary’ table.

 A number of facility and service ratings are grouped together and an average rating is
provided in the chart.  In all instances, the average score, indicated on the above graph, is
representative of the individual service/facility ratings that make up the group
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 Table 10:  Indicator summary

 

• Check in waiting time refers to passenger satisfaction with the waiting time during
check-in for departing passengers.

• Government inspection waiting time (inbound) refers to passenger satisfaction with
the waiting time at customs/immigration for departing passengers for arriving passengers.

• Government inspection waiting time (outbound) refers to the passenger satisfaction
with waiting time at passport control for departing passengers.

• Security clearance refers to the perceived quality of the security system.

• The gate lounge measure refers to an average figure combining the crowding at the gate
lounges, the ease of finding a seat in the gate lounge and ease of finding a seat.

• The gate lounge – comfort and seating measure refers to passenger satisfaction with
this aspect of the service.

• The baggage – ease of finding correct belt refers to passenger satisfaction with this
facility.

• Baggage – crowding and waiting time refers to passenger satisfaction with the waiting
time for baggage and the congestion of the baggage reclaim.

• Baggage trolley - arriving refers to arriving passenger perceptions of the ease of fining
a trolley.

• Baggage trolley – departing refers to the satisfaction of departing passengers in finding
a trolley.

• The information display measure covers passenger satisfaction with the flight
information system for departing passengers.

• The washroom measure covers the cleanliness of washrooms for both arriving and
departing passengers.

• Car parking covers to the ease of access and availability of spaces in the car park,
including both the long-term and short term car parks.

• Car parking maintenance and signs refers to passenger satisfaction with the signs
directing passengers to the car park and signs within the car park, as well as
maintenance of the car park facilities.

• Airport access refers to passenger satisfaction with the ease of being dropped off at the
kerbside.  Only departing passengers were surveyed.
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Survey results compared 1998/99 and 1999/00
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Appendix 3:   Airline survey results

 The Commission received surveys from eleven airlines that used Melbourne Airport over the
1999/00 year.  These airlines were Air Nauru, Air New Zealand, Air Pacific, Ansett
Australia, Cathay Pacific, Gulf Air, Lauda Air, Malaysia Airlines, Qantas, Singapore
Airlines, and United Airlines.  Ratings were given with regard to both the ‘availability’ and
‘standard’ of facilities.  Under ‘availability’, the Commission sought from airlines an
assessment of the absence of delays in being able to use infrastructure and equipment.
Under ‘standard’, the Commission sought an assessment of the capability of equipment to
perform the functions intended, its reliability, and the possibility of breakdown.

 Overall, the results of the airline surveys showed a decline in the ratings across many of the
facilities provided at Melbourne Airport. A summary of the ratings provided by the airlines is
given in the table below. Ratings were generally ‘satisfactory’ to ‘good’ compared with
ratings of ‘good’ to ‘excellent’ in 1998/99.

 Table 11:  Responses from airline surveys

 Facility  Aspect  Very
Poor

 Poor  Satisfactory  Good  Excellent

 Runways  Availability    2  8  1

  Standard    2  7  2

 Aprons  Availability    2  8  1

  Standard    4  6  1

 Taxiways  Availability    2  7  1

  Standard    3  6  1

 Gates  Availability   1  4  5  1

  Standard    7  4  

 Aerobridges  Availability   2  3  5  1

  Standard   2  6  2  1

 Ground service
equipment storage

 Availability   2  3  3  

  Standard   2  3  3  

 Freight equipment
storage

 Availability   2  3  2  

  Standard  1  2  2  2  

 Check in facilities  Availability   1  3  2  5

  Standard   2  3  4  2

 Baggage processing  Availability  1   7  3  

  Standard  1  3  5  2  

 Airline concerns    1  4  5  1
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Appendix 4:   Static indicators

 Indicators provided by the airport operator  At 30
June
1999

 At 30
June
2000

 Number of (international) aircraft parking bays at 30 June 1998  14  15

 Number of aerobridges at 30 June 1998  10  10

 Percentage of passengers (embarking) using an aerobridge  99.9%  99.3 %

 Percentage of passengers (disembarking) using an aerobridge  99.9%  99.4%

 Number of check-in desks – managed by APAM  72  72

 Number of baggage inspection desks  16  16

 Number of inbound immigration desks  26  26

 Number of outbound immigration desks  18  18

 Number of security clearance systems  6  6

 Number of seats in gate lounges  2363  2172

 Capacity of outbound baggage handling equipment (bags per hour)  3060  3060

 Capacity of inbound baggage reclaim system (bags per hour)  2720  2720

 Number of car park spaces –  Long term

-  Short term

 3439

 2763

 4189

 2760

 Throughput of the car park per day –    Long term

                                                         -    Short term

 679

 6 775

 731

 6996

 

 Provided by Airservices Australia

 1998-99

• Aircraft movements in busiest 30 half hours:Annual average 23
• Aircraft movement in busiest 60 half hours: Annual average 21

 1999-00

• Aircraft movements in busiest 30 half hours:Annual average 21
• Aircraft movement in busiest 60 half hours: Annual average 20
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Appendix 5: Melbourne Airport regulatory accounts
(summary)

Profit and loss account for the period ended 30 June 20005

Description Audited
financial

statements
$000

Aero services
$000

Non-Aero
services

$000

Description 1999/00 1999/00 1999/00

Revenue
Aeronautical revenue 55,160 55,160
Non-Aeronautical revenue 111,823 111,823

    Grazing and tenant revenue 109
    Interest Income 148

Total Revenue 167,240 55,160 111,823

Expenditure
Salaries and wages 14,634 9,787 4,847
Depreciation 26,309 14,465 11,844
Amortisation 6,907 --- 6,907
Services and utilities 14,756 5,783 8,973
Property maintenance 4,573 3,000 1,573
Maintenance add backs --- (109) ---
Australian Protective Service costs 2,830 2,830 ---
Other costs 9,984 3,521 6,463

Total Expenditure 79,993  39,277 40,607

Operating Profit/(Loss) 87,247 15,883 71,216

Abnormal items

Earnings Before Interest and Tax (EBIT) 87,247 15,883 71,216

Interest Expense 107,580

Loss Before Tax (20,333)

Tax benefit attributable to loss 43

Loss after Tax (20,290)

Dividends Paid ---

Retained Earnings (20,290)

* Note: costs do not include amortisation of intangible assets or interest.

                                                

5 The Commission does not require an allocation of costs related to amortisation or interest expense
because any allocation between aeronautical and non-aeronautical services is likely to be arbitrary.
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Profit and loss account for the period ended 30 June 19996

Description Audited
financial

statements

Aero
services

Non-Aero
services

Description $ ‘000 $ $

Revenue
Aeronautical revenue 52,511 52,511
Non-Aeronautical revenue 100,496 100,496

    Grazing and tenant revenue 132
    Interest Income 251

Total Revenue 153,390 52,511 100,496

Expenditure
Salaries and wages 13,861 9,746 4,115
Depreciation  24,393 14,856 9,537
Amortisation 6,935 6,935
Services and utilities  13,200  4,767 8,433
Property maintenance 4,213 2,900 1,313
Maintenance add backs --- (132) ---
Australian Protective Service costs  2,920 2,920 ---
Other costs  12,118 4,653 7,465

Total Expenditure  77,640  39,710  37,798

Operating Profit/(Loss)  75,750 12,801 62,698

Abnormal items

Earnings Before Interest and Tax
(EBIT)

 75,750  12,801  62,698

Interest Expense  105,182

Loss Before Tax (29,432)

Tax benefit attributable to loss 0

Loss after Tax (29,432)

Dividends Paid ---

Retained Earnings ---

* Note: costs do not include amortisation of intangible assets or interest

                                                

6 The Commission does not require an allocation of costs related to amortisation or interest expense
because any allocation between aeronautical and non-aeronautical services is likely to be arbitrary.
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Balance sheet for the period ended 30 June 2000

Description Audited
financial

statements
$’000

Aero services Non-Aero
services

$’000

1999/00 1999/00 1999/00
CURRENT ASSETS
Cash 165
Receivables 10,771 4,642 6,129
Inventories 668 521 147
Accrued revenue 80 54 26
Other

Total current assets 11,684 5,217 6,302

NON-CURRENT ASSETS
Property, plant and equipment 723,487 429,009 294,478
Intangibles 599,420 599,420

Total non-current assets  1,332,907 429,009 893,898

TOTAL ASSETS  1,334,591 434,226 900,200

CURRENT LIABILITIES
Creditors 12,200
Borowwings 20,231
Provisions 3,619 2,425 1,194

Total current liabilities 36,050

NON-CURRENT LIABILITIES
Borrowings 1,277,573
Provisions 270 181 89

Total non-current liabilities 1,277,843

TOTAL LIABILITIES 1,313,893

20,698

SHAREHOLDER’S EQUITY

Share capital 100,000
Accumulated profits/(losses) (79,302)

TOTAL SHAREHOLDER’S EQUITY 20,698

Accumulated profit/loss at start of year (59,012)

Profit/loss for the year (20,290)

Accumulated profit/loss at end of year (79,302)
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Balance sheet for the period ended 30 June 1999

Description Audited
financial

statements

Aero
services

Non-Aero
services

$’000 $’000 $’000
CURRENT ASSETS
Cash 34
Receivables 8,497 4,688 3,809
Inventories 756 590 166
Accrued revenue 460 146 314
Other

Total current assets  9,747  5,424 4,289

NON-CURRENT ASSETS
Property, plant and equipment  687,461  444,512 242,949
Intangibles  647,865 647,865

Total non-current assets  1,335,326 444,512 890,814

TOTAL ASSETS  1,345,073 449,936 895,103

CURRENT LIABILITIES
Creditors 7,204
Borowwings 8,702
Provisions 3,285  2,299  986

Total current liabilities 19,191

NON-CURRENT LIABILITIES
Borrowings 1,284,569
Provisions 325 228 97

Total non-current liabilities 1,284,894

TOTAL LIABILITIES 1,304,085

NET ASSETS/(LIABILITIES) 40,988

SHAREHOLDER’S EQUITY

Share capital 100,000
Accumulated profits/(losses) (59,012)

TOTAL SHAREHOLDER’S EQUITY 40,988

Accumulated profit/loss as start of year
(29,580)

Profit/loss for the year
(29,432)

Accumulated profit/loss at end of year
(59,012)
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 Statement of cash flows for the period ended 30 June 2000

 

 Description  Audited
Financial
Accounts

 1999

 Audited
Financial
Accounts

 2000
  ‘000  ‘000

 Cash flows from operating activities   

 Receipts from customers  153,265  164,749

 Payments to suppliers and employees  (49,377)  (45,164)

 Interest and bill discounts received  251  147

 Interest and other costs of finance paid  (86,393)  (95,873)

 Net cash provided by operating activities  17,746  23,859

 Cash flows from investing activites   

 Payment for property, plant and equipment  (18,071)  (16,488)

 Proceeds from sale of property, plant and equipment  551  113

 Net cash used in investing activities  (17,520)  (16,375)

 Cash flows from financing activities   

 Proceeds from borrowings  1,026,496  103,000

 Loan funds repaid to entities in wholly owned group  (984,271)  (1,996)

 Repayment of borrowings  (40,000)  (111,000)

 Net cash (used in)/provided by financing activities  2,225  (9,996)

 Net (decrease)/increase in cash held  2,451  (2,512)

 Cash at the beginning of the financial year  (2,598)  (147)

 Cash at the end of the financial year  (147)  (2,659)
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 Australia Pacific Airports (Melbourne) Regulatory Accounts

 Summary of accounting policies

 Financial Reporting Framework

 The financial report is a general purpose financial report which has been prepared in accordance with
the Corporations Law, applicable Accounting Standards and Urgent Issues Group Consensus Views,
and complies with other requirements of the law.

 The financial report has been prepared on the basis of historical and except where stated, does not take
into account changing money values or current valuations of non-current assets.  Cost is based on the
fair values of the consideration given in exchange for assets.

 Going Concern

 The financial statements have been prepared on a going concern basis which contemplates continuity
of normal business activities and the realisation of assets and settlement of liabilities in the ordinary
course of business.  The Directors believe that the company is a going concern based on future positive
operating cash flows and financing facilities available.  Should the company be required to realise its
assets and extinguish its liabilities other than in the normal course of trading, such assets may realise
amounts different from those stated in the financial report.

 Significant Accounting Policies

 Accounting policies are selected and applied in a manner, which ensures that the resultant financial
information satisfies the concepts of relevance and reliability, thereby, ensuring that the substance of
the underlying transactions and other events is reported.

 The following significant accounting policies have been adopted in the preparation and presentation of
the financial report:

  (a) Depreciation

 Depreciation is provided on property, including buildings, plant and equipment, roads, runways and
other infrastructure.  Depreciation is calculated on a straight-line basis so as to write off the net cost of
each asset over its expected useful life.  Leasehold improvements are depreciated over the period of the
lease or estimated useful life, whichever is the shorter, using the straight-line method.

 The following estimated useful lives are used in the calculation of depreciation:

• Buildings 10-40 years

• Roads, Runways and Other Infrastructure 13-80 years

• Plant and Equipment 3- 10 years

(b) Lease Land and Lease Premium Amortisation

Land leased as part of the airport acquisition has been valued at acquisition at fair value and the cost of
acquisition of the airport business in excess of net tangible assets has been capitalised as lease
premium.

The Leased land and Leased premium are amortised on a straight line basis over the period of the lease,
which is 99 years.
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(c) Acquisition of assets

Assets acquired are recorded at the cost of acquisition, being the purchase consideration determined as
at the date of acquisition plus costs incidental to the acquisition.

(d) Capitalisation of Interest

Interest costs directly attributable to finance assets under construction are capitalised up to the date of
completion of each asset.

(e) Derivative Financial Instruments

The company has entered into interest rate swaps.  The swaps have been allocated against the
underlying debt instrument and to this extent modify the interest rate risk of underlying debt.   Further
details of derivative financial instruments are disclosed in note 25 to the financial statements.

(f) Inventories and Supplies

Inventories are valued at the lower of cost and net realisable value.

(g) Receivables

Trade receivables are recorded at amounts due less any provision for doubtful debts.

(h) Recoverable Amount of Non-Current Assets

Non-current assets are written down to recoverable amount where the carrying value of any non-current
assets exceeds recoverable amount.  In determining the recoverable amount of non-current assets, the
expected net cash flows have not been discounted to their present value.

 (i) Accounts Payable

Trade payables and other accounts payable are recognised when the company becomes obliged to
make future payments resulting from the purchase of goods and services.

(j) Borrowings

Bank loans and other loans are recorded at an amount equal to the net proceeds received.  Interest
expense is recognised on an accrual basis.  All fees and costs incurred by the company in establishing
the funding facilities for the acquisition of Airport have been capitalised and will be amortised on a
straight-line basis over the term of the facilities.

(k) Comparative Figures

Comparative figures are, where appropriate, reclassified so as to be comparable with the figures
presented for the current financial year.

(l) Income Tax

Tax effect accounting principles have been adopted whereby income tax expense has been calculated on
pre-tax accounting profits after adjustment for permanent differences.  The tax effect of timing
differences, which occur when items are included or allowed for income tax purposes in a period
different to that for accounting, is shown at current taxation rates in provision for deferred income tax
and future income tax benefit, as applicable.

The future income tax benefit relating to income tax losses has not been recognised as an asset in the
financial statements, as the Directors are not "virtually certain" that these losses will be recovered.
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(m) Employee Entitlements

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave,
long service leave, other leave and sick leave when it is probable that settlement will be required and
they are capable of being measured reliably.

Provision made in respect of wages and salaries, annual leave, long service leave, sick leave, and other
employee entitlements expected to be settled within 12 months, are measured at their nominal values.

Provisions made in respect of other employee entitlements which are not expected to be settled within
12 months are measured as the present value of the estimated future cash outflows to be made by the
company in respect of services provided by employees up to the reporting date.

(n) Revenue Recognition

Rental Revenue

Revenue from a lease or use of physical assets owned by the economic entity is recognised as the
property or asset is used by the customer.

Service Revenue

Revenue from services provided is recognised when the service is provided or when the service is
consumed by the customer.

Goods Revenue

Revenue from the supply of goods is recognised when the goods are delivered to the customer.

(o) Revisionary Assets

Any assets that have reverted back to the company have been recognised as an asset by a transfer of
value from lease premium.  The value of the transfer was the value of that asset at the date of acquisition
of the airport.
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Appendix 6: Operations statistics

     Operational statistics for the period ended 30 June 2000

Description Number

1998/99

Number

1999/00

PASSENGERS

Domestic Passengers 11,568,545 12,266,238

International Passengers (excluding transit) 2,725,843 2,988,855

International Transit Passengers 213,351 238,145

Domestic On-Carriage 75,607 77,536

TOTAL PASSENGERS 14,583,346 15,570,774

AIRCRAFT MOVEMENTS

Regular Public Transport Aircraft Movements 154,332 163,118

General Aviation Aircraft Movements 2,470 1,558

TOTAL AIRCRAFT MOVEMENTS 156,802 164,676

TOTAL TONNES LANDED 7,262,427 7,775,976

AVERAGE STAFF EQUIVALENTS

- Aeronautical Services 131 137

- Non-Aeronautical Services 56 51

TOTAL AVERAGE STAFF EQUIVALENTS 187 188

AREA (HECTARES)

- Aeronautical Services 1,742.76 1,742.76

- Non-Aeronautical Services 624.54 624.54

TOTAL AREA (HECTARES) 2,367.30 2,367.30
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Summary of Price Cap Compliance, Operating
Financial Results and Quality of Service for Phase I
and II Airports 1999/00

Price Cap Compliance

The Commission conducted price cap reconciliations for Phase I and Phase II Airports for
the 1999/00 period. Table 1 summarises the price cap reconciliations for all of the Phase I
and Phase II Airports for 1999/00.

Table 1: Price Cap Compliance Phase I and Phase II Airports 1999/00

Airport Required
reduction/increase

Actual
reduction/increase

1999/00
Over/under

recovery

Brisbane Airport -3.93% -1.32% 2.61% over

Melbourne Airport -2.402% -2.361% 0.041% over

Perth Airport -4.82% -2.84% 1.98% over

Adelaide Airport -4.8% -4.9% 0.1% under

Alice Springs Airport -2.0% -3.46% 1.46% under

Canberra Airport  0.28% 0.0% 0.28% under

Coolangatta Airport  -5.8% -6.509% 0.709% under

Darwin Airport -2.25% -3.925% 1.675% under

Hobart Airport -2.63% -3.184% 0.554% under

Launceston Airport -0.670% -0.868% 0.198% under

Townsville Airport 0.84% 0.2% 0.64% under

For the Phase I Airports, Brisbane Airport has over recovered for the last two financial
years. Perth Airport have over recovered its revenues in the last three financial years and it is
imperative that it reduces its charges significantly in the next financial year in order to comply
with the price cap. Melbourne Airport marginally over recovered in 1999/00, but taken with
the net under recovery of the previous two periods has an accumulated under recovery to
1999/00.

For the Phase II Airports, Adelaide refunded the over recovery of 1998/99 by providing a
rebate and has a small over recovery in 1999/00.  Alice Springs decreased aeronautical
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charges to bring it in line with the price cap.  Canberra Airport did not amend its charges in
1999/00, but provided rebates to users in both 1997/98 and 1998/99 to have a net
accumulated under recovery in 1999/00. Coolangatta Airport over recovered its revenues in
1998/99, however, reduced charges in 1999/00 to bring it in line with the price cap.  Hobart
Airport under recovered in 1999/00 however, taken with the over recovery in 1998/99 are
still in a position of accumulated net over recovery in 1999/00.  Launceston Airport has
under recovered revenue over the past two years. Townsville Airport did not increase
charges in 1999/00 by as much as allowed under its cap and have a net accumulated under
recovery.

Operating & Financial Performance

All of the Phase I and Phase II airport operators made positive earnings before interest and
tax (EBIT) in 1999/00.  However, all airports with the exception of Townsville and the
Government owned Sydney Airport made losses once interest and lease premiums are
taken into account.

Table 2 summarises the operating financial results for the Phase I and Phase II Airports as
well as that for Sydney Airport in 1999/00.

Table 2: Summary of selected Financial Results of the Phase I and II Airports as well as
Sydney Airport 1999/00.

Airport EBIT
$million

Interest
$million

Amortisation
$million

Profit / Loss after
interest and tax

$million

Brisbane 68.274 69.484 23.324 (112.650)

Melbourne 87.247 107.58 6.907 (20.290)

Perth 29.360 51.758 7.359 (22.398)

Sydney 120.159 57.463 - 42.842

Adelaide 25.435 32.886 2.920 (7.131)

Alice Springs 0.330 3.022 0.086  (2.692)

Canberra 3.720 5.167 - (2.196)

Coolangatta 3.243 5.252  - (2.009)

Darwin 0.581 10.711 0.472 (10.130)

Hobart 1.752 1.891 0.332 (0.216)

Launceston 1.153 1.099 0.111 (0.188)

Townsville 1.359 1.029 - 0.117

Quality of service

Quality of service for the three Phase I Airports and Sydney Airport are generally
satisfactory.  As in 1998-99, Brisbane Airport again achieved high quality service ratings
from both airline operators and passengers in 1999/00.  Although Perth Airport users and
passengers were satisfied, there were marginal declines in the ratings for some facilities as
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compared to that of 1998/99.  Melbourne Airport received lower quality ratings from
airlines, in 1999/00 as compared to that of the previous financial year. The airline’s quality
assessment of Sydney Airport for 1999/00 is mixed and a comparison of the assessment
with that of the previous period 1998/99 is ambiguous.

Passenger surveys indicated good quality standards for both airports in 1999-00. It should
be noted that both Melbourne and Sydney Airports were undergoing construction works
during the 1999/00 reporting period.

Airport operators have responded to airline comments concerning service quality and they
have been incorporated within the regulatory reports.

Airservices Australia was again unable to provide data on aircraft delays and has advised
the Commission, that its systems would not be able deliver the required performance
information. Aircraft delay indicators (see table 9) form an integral part of a framework for
considering airport quality of service.  The lack of information on such measures is a
significant deficiency in evaluating airport quality of service.
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Introduction
The Australian Competition and Consumer Commission (the Commission) has primary
responsibility for implementing and administering the economic regulatory measures applying
to ‘core regulated’ airports. ‘Core regulated’ airports include the Phase I airports sold in
May 1996, the Phase II airports sold in May/June 1997, and Sydney Kingsford Smith
Airport.

The regulatory regime for ‘core regulated’ airports comprises measures under the Trade
Practices Act 1974 (TPA), the Prices Surveillance Act 1983 (PS Act) and the Airports
Act 1996 (Airports Act). It includes access arrangements, and a price cap on aeronautical
services for the privatised Phase I and II airports. The framework also includes a range of
measures designed to complement the price cap and increase transparency of certain
aspects of the airport business.

In order to meet the transparency requirements under the regulatory framework, the
Commission reports annually on airport accounts, quality of service, prices monitoring, and
price cap compliance for the ‘core regulated’ airports.

The report

 This report relates to Perth Airport and is divided into four sections.  The first section
addresses quality of service at Perth Airport and provides a summary of results.  The
second section provides information on Perth Airport’s financial accounts.  The third section
provides details on Perth Airport’s price cap compliance, and the fourth section addresses
the formal monitoring requirements under section 27A of the PS Act.

 It should be noted that this report is for information only and does not provide
recommendations in relation to the matters covered.

Perth Airport

Perth Airport is owned and operated by Westralia Airports Corporation Limited
(Westralia), who took over its operation from the Federal Airports Corporation (FAC) on 2
July 1997. A consortium consisting of Airport Group International, Hastings Fund
Management and Infratil Australia Ltd owns Westralia.  It paid $639 million for a 50-year
lease of the airport, with an option for a further 49-year lease at the end of that period.

This is the third regulatory report for Perth Airport.  The Commission would like to
acknowledge the cooperation received from Westralia in providing data and responding to
queries that assisted in the preparation of this report.
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1 Quality of service monitoring

 This section details quality of service monitoring at Perth Airport. It begins by providing an
overview of the Commission’s role in quality of service monitoring at Perth Airport.
Following this is a summary of the 1999/00 quality of service results for Perth Airport.

1.1 The Commission’s role and approach to quality of service
monitoring

Regulations

 The Commission is required to conduct quality of service monitoring pursuant to Part 8 of
the Airports Act.1  Under the regulations to the Airports Act, airport operators are required
to provide the Commission with information on a range of indicators.  These indicators
cover various aspects of an airport’s service quality performance and are detailed in
Appendix 1.

 Generally, quality of service monitoring is aimed towards:

• providing transparency about airport performance;

• discouraging airport operators from providing unsatisfactory standards for services
which are associated with significant market power; and

• assisting the Commission to assess an airport operator’s conduct as part of the review
of prices oversight arrangements.

 The information requested by the Commission from airport operators is directed towards
meeting these objectives.

Commission’s approach

 In reporting on the quality of service indicators, the Commission focused on the standard
and availability of facilities and services provided by, or which could be influenced by the
airport operator. These facilities and services included airside facilities such as runways,
taxiways and aprons; terminal facilities, such as international departure lounges and baggage
claim; car parking; and taxi and bus pick up and drop off points.  Domestic terminals owned
and/or operated by airlines were not included as part of the quality monitoring report.

 In constructing this quality monitoring report, the Commission sought information from a
number of different sources, including:

§ passengers of the airport, through passenger perception surveys conducted by the
airport operator;

                                                

 1 For a detailed description see Quality of service Monitoring Post Leasing, ACCC February 1997
available on the Commission’s web site at www.accc.gov.au
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§ airlines, through surveys of airlines conducted by the Commission;

§ airport operators, as required under the regulations; and

§ Australian Customs Service (ACS) and Airservices Australia.

Passenger perception surveys

 The same passenger perception survey has been used to conduct this year’s quality
monitoring as was used in both 1997/98 and 1998-99.  The areas covered by the passenger
perception survey are set out in the regulations to the Airports Act.  These areas include
passenger check-in, security clearance, government inspection, lounges, washrooms,
baggage collection, signage, car parking, and vehicle access for pick-up and drop-off of
passengers.

 Respondents were asked to rate quality aspects such as reasonableness of waiting times;
clarity of information provided, such as airport signage; and the comfort of gate lounges.  A
summary of results from the passenger perception survey is presented in Appendix 2.

Airline surveys

In order to gain information on the quality standard of airside facilities and terminal facilities,
the Commission conducted a survey of the airlines that used Perth Airport over the 1999/00
period. Nine surveys were received from the following airlines: Air New Zealand, Ansett
Australia, British Airways, Cathay Pacific, Garuda Indonesia, Malaysia Airlines, Qantas,
Royal Brunei Airlines and Singapore Airlines. The Commission will be including Impulse
Airlines and Virgin Blue Airlines in the airline surveys from 2000-01.

As part of the survey, airlines were requested to rate the availability and standard of
particular facilities and services on a five-point scale ranging from ‘very poor’ to ‘excellent’.
Under the availability category, the Commission sought information from airlines regarding
the availability of infrastructure and equipment and the occurrence of delays in gaining access
to it.  Under the standard category, the Commission sought information on the ability of
equipment to perform the function intended, the reliability of the equipment and the
possibility of it breaking down. Results from the airline survey are detailed in Appendix 3.

Airport operators

Westralia was required to provide the Commission with information on the ‘static indicators’
for Perth Airport.  These indicators included the number of passengers, the number of
aerobridges and the size of aprons.  Details of the ‘static indicators’ for Perth Airport are
provided in Appendix 4.

Australian Customs Service and Airservices Australia

The Commission conducted a survey of ACS to assess certain quality aspects of Perth
Airport.  ACS was asked to rate the quality of immigration facilities, baggage processing
facilities, and Westralia’s consultation procedures.  Results from this survey are incorporated
in the ‘quality of service results’ section below.
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Airservices Australia provided the Commission with information relating to busiest half-hours
at Perth Airport for the 1999/00 period (see Appendix 4 for details).  Airservices Australia,
however, could not provide the Commission with data relating to aircraft delays over the
period.

Issues

 In assessing the quality of service at Perth Airport, it is important to note that there were a
variety of factors outside the immediate control of Westralia, which may have influenced the
quality of service results obtained.  The first of these is the staffing of check-in services by
airlines, and similarly, staffing of immigration services by Customs.  These aspects may have
affected the quality results obtained for related services. Secondly, airlines, Airservices
Australia and other service providers might have contributed to quality outcomes at Perth
Airport.

 Another point to consider when viewing results is that it takes time to implement changes
and to make improvements in quality monitoring areas.  In general, airport operators may
not have had sufficient time to make improvements in areas where deficiencies have been
identified in one year’s report, before the next year’s monitoring report is completed. For
example, there may be a lag between an increase in passenger and flight numbers and an
increase in the capacity of terminal infrastructure.  Given that investment in terminal
infrastructure is ‘lumpy’, there may be increased crowding in the lead up to new investment
which could reflect adversely in the results of some quality of service indicators. Also,
improvements in quality may not be made where the costs do not justify the expected
benefits.

 

1.2 Quality of service results 1999/00

The assessment of quality of service results is made having regard to the passenger
perception survey, the airline survey, and the additional comments and data provided by
Westralia.

Overall, it appears that airport users and passengers were satisfied with most aspects of the
facilities and services provided at Perth Airport.

Runways, aprons and taxiways

The quality of runways, aprons and taxiways at Perth Airport were assessed using the
results obtained from the airline surveys.

The availability of runways was rated from ‘poor’ to ‘good’ by airlines (with the majority of
airlines recording a ‘satisfactory’ rating), and ‘very poor’ to ‘good’ for standard of runways.
Much of the comments centred on the lack of availability of runway 06/24, and therefore
there was only one runway to service large aircraft.

Westralia commented that the 06/24 runway was closed to wide bodied aircraft under
normal operating conditions to preserve the runway’s structural integrity, pending the results
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of a NNI application for funding.  Westralia further comment that the runway is made
available for wide bodied aircraft operations as required for genuine operational reasons.

Perth Airport had seven international apron positions for aircraft parking at 30 June 2000.
Overall, aprons were rated from ‘poor’ to ‘good’ by airlines, with most airlines being
‘satisfied’ with the facility.  Comments received indicated that there were occasional
problems with congestion on the aprons.

Taxiway availability at Perth Airport was rated as ‘satisfactory’ to ‘good’.  Comments from
some airlines indicated that there was only one access point to the taxiway from the
international apron, which had the potential to cause delays.  The standard of taxiways was
rated as ‘poor’ to ‘good’.  One comment received indicated that the taxiways required
maintenance.

In response to the above comments on taxiway availability, Westralia has stated that a
second taxiway to the international apron has been identified in its international terminal
redevelopment project.  With regards to taxiway maintenance, Westralia state that all
taxiways are maintained to ensure safety of aircraft operations.  Some taxiways have been
identified in forward maintenance programs as NNI projects.

Gates

The quality of gates at Perth Airport was assessed using information obtained from the
airline surveys.

The availability of gates at Perth Airport was rated from ‘very poor’ to ‘good’.  Comments
received indicated that airlines were concerned that there were only five gates to service
seven parking bays at the airport.  The standard of gates was rated from ‘satisfactory’ to
‘good’.

Westralia commented that they have identified and included in the proposed international
terminal redevelopment project the provision of additional gates.

Ground service equipment storage sites

The quality of ground service equipment storage sites at Perth Airport was assessed using
airline surveys.

Ground service equipment storage sites were rated from ‘poor’ to ‘good’ by airlines,
although most airlines were ‘satisfied’ with the facility. One comment received indicated that
two of the bay huts were not lockable.  Westralia have responded by stating that as the bay
huts are common user, it is not practical to provide a locking facility.

Freight equipment storage sites

The quality of freight equipment storage sites at Perth Airport was assessed using airline
surveys.
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The standard and availability of freight equipment storage sites were rated from ‘poor’ to
‘good’ by airlines. A number of airlines commented on insufficient space.

Aerobridges

The quality of aerobridges at Perth Airport was assessed using airline surveys and
information provided by Westralia.

Perth Airport had five aerobridges for international aircraft at 30 June 2000. For this period,
over 99 per cent of all passengers embarking or disembarking used an aerobridge.

Airlines rated the quality of aerobridges at Perth Airport from ‘poor’ to ‘good’.  Comments
received indicated problems with the availability of aerobridges in peak periods.  One airline
commented on the deterioration in the serviceability and general appearance of aerobridges
in the past 12 months.

In response the above comment, Westralia have stated that a substantial amount of
aerobridge maintenance work as been undertaken over the last 12 months to ensure a good
level of serviceability and amenity is maintained.

Check-in facilities

The quality of check-in facilities at Perth Airport was assessed using airline surveys,
passenger perception surveys, and information provided by Westralia.

Perth Airport had 24 check-in desks at 30 June 2000.

Most airlines rated the availability and standard of check-in desks from ‘poor’ to
‘satisfactory’. Comments received indicated that airlines considered that there were
insufficient check-in desks available during peak times, and some problems with the
availability of desks off-schedule.  A number of airlines commented on the poor design of
the check-in desks, especially to accommodate the new CUTE equipment.

In response to the above comments, Westralia state the provision of space to accommodate
additional check-in desks is included in the international terminal redevelopment project.
Westralia further comment that the check-in desks were not designed to accommodate
CUTE technology, however, all new desks will satisfy contemporary requirements.

About 88% of passengers rated the waiting time at check-in as ‘good’ to ‘excellent’

Government inspection

The quality of Government inspection at Perth airport was assessed using passenger
perception surveys, a survey of ACS, and information provided by Westralia.

Perth Airport had 16 inbound immigration desks and 10 outbound immigration desks at 30
June 2000.

Approximately 90% of passengers rated the waiting time at Government inspection
(outbound) as ‘good’ to ‘excellent’. Government inspection waiting time (inbound) was
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rated as ‘good’ to ‘excellent’ by about 80% of passengers.  This was a decline over 1998-
99 results.

ACS rated the availability of adequate areas for circulation and queuing at immigration
(arrivals) as ‘satisfactory’. The standard of this facility was rated as ‘good’.  ACS also rated
the availability of lighting, signage, desks and passenger facilities for immigration (arrivals) at
Perth Airport as ‘satisfactory’. The standard of these facilities was rated as ‘good’.  ACS
stated that although passenger seating, toilets, signage, and lighting were good, the area for
queuing was poor due to the design of the building. It stated that both the inward and
outward immigration halls were too small (in depth) to enable adequate queuing space in
peak periods when passenger loadings were high.  ACS also commented that the space in
the baggage area in peak periods was insufficient due to the design of the area.

With regards to immigration/departure facilities, ACS rated the availability of circulation
space to avoid congestion, signage, and appropriate provision of desks as ‘poor’.  The
standard of these facilities was rated as ‘good’.  Comments received indicated that the
departures hall is too small in peak periods due to the original design of the building.

Westralia have responded to the above comments by stating that the international terminal
redevelopment will provide additional space for inwards and outwards processing, together
with an increase in the size of the departures hall.

Security

The quality of security at Perth Airport was assessed using passenger perception surveys
and information provided by Westralia.

Perth Airport had two security systems at 30 June 2000.

About 95% of passengers rated the quality of this facility as ‘good’ to ‘excellent’ compared
to 90% in 1998/99.

Gate lounges

The quality of gate lounges at Perth Airport was assessed using passenger perception
surveys and information provided by Westralia.

At 30 June 2000, there were 357 seats provided in the gate lounges at Perth Airport. This is
2 seats less than  the same time last year.

About 90% of passengers rated the gate lounges at Perth Airport as ‘good’ to ‘excellent’.

Baggage processing facilities and trolleys

The quality of baggage processing facilities and trolleys at Perth Airport was assessed
through airline surveys, passenger perception surveys, a survey of ACS, and information
provided by Westralia.
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At 30 June 2000, Perth Airport had a baggage system with a capacity of 5760 bags per
hour for outbound baggage, and 8640 bags per hour for inbound baggage.  This was the
same capacity as 1998/99.

Airlines rated the standard and availability of the baggage processing facilities as ‘poor’ to
‘good’.  Several airlines commented on problems with the dual delivery belt system. One
airline commented that the baggage make-up area is congested with other equipment and
stock.  Westralia have commented that the baggage make-up area is leased to each of the
airline handling companies, and it is their responsibility to ensure that equipment and stock
does not cause congestion and interruption to their operations.

About 85% of passengers surveyed rated the quality of baggage services at Perth Airport as
‘good’ to ‘excellent’.   The percentage of passengers rating the quality of baggage
circulation space as ‘good’ to ‘excellent’ was much lower, at about 67%.  This represents a
significant decrease in the levels of passenger satisfaction reported in 1998-99.

About 72% of passengers rated the quality and mobility of baggage trolleys at Perth Airport
as ‘good’ to ‘excellent’. About 77% of passengers rated the availability and findability of
trolleys as ‘good’ to ‘excellent’.  Again, these results represented a decline in the levels of
passenger satisfaction when compared to 1998/99.

ACS rated the availability of facilities such as space to avoid congestion, provision of
passenger privacy and appropriate access and security at baggage inspection (arrivals) as
‘satisfactory’.  The standard of facilities was rated as ‘good’.  Comments received from
ACS indicated that although signage and passenger facilities were good, there was
insufficient space in the baggage area during peak times due to limited space.  ACS stated
that the building was originally designed badly in terms of passenger flow and queuing room.

In response to the above comments, Westralia have stated that there has been no change in
the space provided for baggage circulation, however, there has been a decrease in the busy-
hour arrivals and departures for 2000.  Westralia further state that the international terminal
redevelopment project will address passenger flows.

Flight information displays

The quality of flight information displays at Perth Airport was assessed using passenger
perception surveys.

Nearly 90% of passengers rated the quality of this facility as ‘good’ to ‘excellent’.

Washrooms

The quality of washrooms at Perth Airport was assessed using passenger perception
surveys.

About 80% of passengers rated the overall standard of washrooms at Perth Airport as
‘good’ to ‘excellent’, compared to 90% in 1998/99.
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Westralia has commented that over the last twelve months, it has embarked upon a program
to provide a limited refurbishment of selected washrooms.  In addition, Westralia have
modified the cleaning regime to increase resources during busy periods.

Car parking and kerbside access

The quality of car parking and kerbside access at Perth Airport was assessed using
passenger perception surveys and information provided by Westralia.

Perth Airport had 1077 international car parking positions at 30 June 2000. This is 224
more than at the same time last year. There were also 1064 domestic car parking spaces as
at 30 June 2000.

About 84% of passengers rated the quality of the car parking facilities at Peth Airport as
‘good’ to ‘excellent’ compared  to 90% in 1998/99.

Kerbside access is required to allow passengers to be dropped off and picked up by taxis,
busses and other vehicles.  About 94% of passengers rated the quality of airport access at
Perth Airport as ‘good’ to ‘excellent’.  This represented an increase in passenger
satisfaction levels compared to 1998/99.

Consultation with airlines

The quality of Westralia’s consultation procedures were assessed through airline surveys
and a survey of ACS.

The Commission asked airlines to rate and comment on Westralia’s performance in
addressing airline concerns on quality related issues.  The responses ranged from
‘satisfactory’ to ‘excellent’.  Comments received indicated that the airport management
addresses concerns promptly.

ACS rated the overall responsiveness of Westralia as ‘good’.
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2 Regulatory accounts reporting
This section reports on Perth Airport’s financial accounts.  First an outline of the financial
reporting requirements is given, followed by a summary of figures from the financial accounts
of Perth Airport for the 1999/00 financial year.

2.1 The Commission’s Approach

Under Part 7 of the Airports Act, operators of the Phase I airports are required to provide
the Commission with annual financial accounts within 90 days after 30 June of that year.2

The accounts include a Profit and Loss Statement and Balance Sheet, and a Statement of
Cash Flows. In addition, other supporting information, such as statements on accounting
policies and cost disaggregations between aeronautical and non-aeronautical costs are
required.

 All information provided to the Commission must by audited.  To authenticate this, a
director’s responsibility statement must be signed by at least two directors stating that the
accounting statements and supporting schedules are presented ‘fairly’ and in accordance
with the guidelines, the Airports Act, and the regulations made pursuant to that Act.

Westralia completed its audited regulatory accounts in the required 90 days following the
end of the financial year.  The Commission concluded that Westralia had prepared its
accounts in accordance with the guidelines.

2.2 Perth Airport Corporation, regulatory accounts 1999/00

Westralia reported on a period of activity from the 1 July 1999 to 30 June 2000.  Over the
entire airport, a loss after tax of $22.4 million was reported.  This result was significantly
affected by interest expense which, at $51.8 million, represented 56.2 percent of total
expenses.

As at 30 June 2000, Westralia controlled total assets valued at $671.0 million.  Of this total,
$417.6 million (approximately 62%) comprised a ‘lease premium’, which represented the
cost of acquiring the airport business in excess of the net tangible assets acquired.

Westralia’s independent auditors attested to the appropriateness of its systems and records
which enabled it to comply with the requirement to separate accounting information between
aeronautical and non-aeronautical activities.

Westralia used an Activity Based Costing (ABC) system to determine the disaggregation of
costs and fixed assets between aeronautical and non-aeronautical services.

 Some examples of the allocation methods used in Westralia’s ABC system included:

                                                

2 Phase I airports refer to Melbourne, Brisbane and Perth airports.
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• the allocation of salaries and related on-costs was conducted at the individual employee
level, based on interviews with the employee’s immediate supervisor;

• depreciation expenses were derived from the cost allocation of the underlying assets.
Where possible, assets were allocated to final activities, which were linked to the
services that were most influenced by the level of output from that activity;

• maintenance of a non-specific nature to, for instance, the terminal structure was initially
allocated to the terminal building activity and is subsequently re-allocated to final
activities on the basis of the respective areas occupied by each of these activities within
the terminal;

• overheads associated with employees (such as staff training and motor vehicle costs)
were allocated consistently with the associated staff costs.

A summary of the regulatory accounts is attached at Appendix 5.
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3  Prices Surveillance and Price Cap Compliance
This section details Perth Airport’s price cap compliance over the 1999/00 financial year.

3.1 The Commission’s Role

Certain aeronautical services at leased airports are declared under section 21 of the PS Act
for price surveillance.  Declaration 87 made by the Treasurer pursuant to the PS Act
declares the services at Phase I airports.  The declaration covers aircraft movement areas
(eg. runways, aircraft parking areas) and passenger processing areas (eg. aerobridges,
departure lounges).3

Declaration requires airport operators to notify the Commission of a proposal to increase
charges on the services covered by the declaration. The legislative framework does not give
the Commission the discretion to object to proposed price increases that fall within the
parameters set by the price cap.

At all privatised ‘core regulated’ airports, declared services are subject to CPI-X price
caps.  The X factors are based on expected productivity improvements.4  The X factor for
Perth Airport is 5.5 per cent and has been set for five years from 1 July 1997.  The
Treasurer’s Direction number 20 sets out details of the price cap formula, the X values and
other issues relevant to the Commission’s administration of the cap.5

3.2 Price Cap Compliance 1999/00

Price cap compliance is calculated on a revenue weighted average price basis. According to
this approach, increases in particular charges are weighted by that component’s proportion
of revenue for the previous period.

Aeronautical services at Perth Airport are subject to a price cap set at CPI less an X factor
of 5.5 per cent per annum.  The relevant CPI figure used to assess price cap compliance in
the 1999/00 period was 1.7 per cent, meaning that Westralia was required to lower its
average aeronautical charges by 3.8 per cent.

A summary of movements in charges subject to the cap is provided in Table 3 below.

                                                

3 A copy of declaration 87 is available on the Commission’s website, under airports.

4 For a detailed explanation of the arrangements see Australian Competition and Consumer
Commission, “Administration of Airport Price Cap Arrangements”, January 1997

5 A copy of direction 20 is available on the Commissions website, under airports
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Table 3: Changes in charges subject to price cap for year ended 30 June 2000

Charge Basis Charges
30/6/99

Price adjusted / charge
introduced

Charges
30/6/00

Landing charges
(domestic and
international)

Per landing $/tonne
MTOW

$5.27 Not included in this
charge is the ‘pass
through’ new investment
charge of $0.98 per
tonne.

$5.06

Australian
Protective
Service

Per landing $/tonne
MTOW (aircraft over
20,000 kg)

$0.97 Pass-through of
Government-mandated
security costs.

$0.87

International
Terminal charge

Per landing $/tonne
MTOW

$2.60 $2.48

Parking Per day in General
Aviation area

$10.00 $10.00

Vehicle Access
Charges

Taxis unbooked

Taxis pre-booked,

$1

$2

Taxis unbooked
(1 January 1999)

Taxis pre-booked
(1 January 1999)

$1

$2

To assist the Commission in assessing price cap compliance at Perth Airport, Westralia
provided disaggregated revenue data for aeronautical services for the 1999/00 financial
year.  The information provided also detailed the units of revenue (eg. tonnes landed) for
each category of revenue.  A summary of price cap compliance at Perth airport is provided
in Table 4, below.
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Table 4 : Aeronautical revenue and price cap compliance for the period ended 30 June 2000

Description Number of
Units

Base Charge
(Price per unit)

Revenue
99/00

Average
Charge

Rate
Variation

Revenue
Share
98/99

Compliance

%

Landing Charges:
- Domestic  and
International

2,740,651
tonnes

$5.35 per
1000kg MTOW

 14,226,881  $5.19 -2.99 81.75% -2.44

International
Terminal
Charges

1,232,027
tonnes

 $2.63 per
1000kg MTOW

3,161,807  $2.56 -2.66 17.44% -0.46

Aircraft Waste 28,771 $4.87 per
landing

151,686 $5.27 8.21 0.76% 0.06

Vehicle access
charges – taxis

$1/$2 per
passenger

439,369 $1/ $2 See
below**

See
below**

See below**

Parking Charges 896 $10.256  per
aircraft

9,190 $10.256 0.0 0.0% 0.0

Actual reduction in charges 99/00 -2.84%

Required reduction to comply with cap* -4.82%

Over-recovery of revenue 1.98%

Over-recovery of revenue 99/00 $347,481

Over recovery of revenue 98/99 (brought forward) $213,140

Total to be carried forward 1999/00 (over-recovery) $560,621

* Includes the required reduction in charges in 99/00 of 3.8%, and the over-recovery in 98/99 of 1.02%

** Taxi revenue allocated on the basis of revenue shares.

Vehicle access charges

During 1998/99, Westralia introduced a fee for taxis of $1 per pick up (unbooked) and $2
per pick up (pre-booked).  Pricing Declaration 87 requires that increases in charges for
‘aeronautical’ services be notified to the Commission.  ‘Aeronautical’ services under that
Declaration include, “landside roads, landside lighting, and covered walkways”.  Taxi
revenue is therefore included in the above price cap reconciliation for Perth Airport.
However, the ACCC notes that any necessary new investment that is related to the
provision of taxi services is recoverable under NNI.

 On the basis of the above reconciliation, Westralia reduced charges by 2.84% instead of the
required 4.82% reduction.  This amounted to an over recovery of revenue of 1.98%, or
approximately $347,500 in 1999-00. The regulatory framework allows for the over
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recovery of revenue in any given year, provided that the revenue amount is passed back to
users within two years. However, Westralia have failed to comply with the cap because it
has three consecutive years where it has over recovered revenue. The cumulative over
recovery of revenue over the last three financial years to date is approximately $560,600

 In order to comply with the framework, Westralia should pass back the over recovery to
users.

APS revenue and expenditure reconciliation for year ended 30 June 2000

The price cap regime allows airport operators to ‘pass-through’ to users 100 per cent of the
costs related to Government mandated airport security requirements, without those
increases affecting compliance with the price cap.  The Department of Transport and
Regional Services has advised the Commission that such costs comprise amounts charged to
the airport by the Australian Protective Service (APS).  In future, Government mandated
security requirements met by the airport operators and other service providers would also
qualify for the cost ‘pass-through’ arrangements.

Based on the data provided, the Commission is satisfied that Westralia complied with the
APS provisions of the price cap for the 1999/00 financial year.
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4     Monitoring of aeronautically related services.

This section covers the Commission’s role in the monitoring of aeronautically related
services which are outside the price cap arrangements.  This section begins with an outline of
the Commission’s approach to monitoring and is followed by a report on the activities of
Perth Airport for the 1999/00 financial year.

4.1 The Commission’s monitoring role

In May 1998 the Treasurer directed that aeronautically related services be the subject of
formal price monitoring pursuant to section 27A of the PS Act.  The monitoring covers the
costs, revenues and profits of an airport. The rationale for monitoring is that airport
operators may exert significant market power in relation to the monitored services at
individual airports. As such, the Government considered that these services should be
monitored for misuse of any market power the airport operator may have in setting prices.

Aeronautically related services include aircraft refuelling, aircraft maintenance sites and
buildings, freight facilities, and car parking.  A full list of aeronautically related services is
given in the Treasurer’s Direction no. 21, available on the Commission’s web site.  For a
more complete outline of the Commission’s monitoring role, see the Commission publication
titled “Economic Regulation of Airports”.

Under section 27B of the PS Act, the Commission is required to report annually to the
Treasurer on its formal prices monitoring activities.  The Commission is also required to
make its reports publicly available.

In exercising its role, the Commission may investigate particular pricing issues where users
have raised concerns and it appears that the airport operator may have taken advantage of
its market power.  To date this has included the proposed imposition of fuel throughput
levies at Brisbane and Perth airports.

These issues, as they have applied to the airport for 1999/00, are reported on and discussed
below.

4.2 Price monitoring –Perth Airport, 1999/00

Westralia provided the Commission with data for the year ending 30 June 2000.  The data
is summarised in tables 6 and 7 below, and includes revenues and costs for services related
to:

• aircraft refuelling;
• aircraft maintenance sites and buildings;
• freight equipment storage sites;
• freight facility sites and buildings;
• ground support equipment sites;
• check-in counters and related facilities; and
• public and staff car parks.
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 Table 6: Monitored services: Aero-related costs for the period ended 30 June 2000

 Description  Aero-related services
 1998/99

 Aero-related
services
 1999/00

 
AERO-RELATED SERVICES

 $’000  $’000

 Refuelling services:

 Fuel Throughput

 238

 3

 201

 86

 Aircraft maintenance sites & buildings  1,275  912

 Cargo facility sites & buildings  296  237

 Ground support equipment sites  143  105

 Check-in counters and related facilities(1)  126  197

 Public car parking  1,684  1,962

 Staff car parking  62  55

 TOTAL AERO-RELATED COSTS  3,832  3,755

 

 Table 7: Monitored services: Aero-related revenue for the period ended 30 June 2000

 Description  Basis of Charge(s)
 Revenue
 1998/99

 Revenue
 1999/00

 AERO-RELATED SERVICES   $’000  $’000

 Refuelling services

 Fuel throughput

 $ per square metre

 litres

 316

 57

 360

 727

 Aircraft maintenance sites & buildings  $ per square metre  1,350  1,474

 Cargo facility sites & buildings  $ per square metre  325  408

 Ground support equipment sites  $ per square metre  115  105

 Check-in counters and related facilities  Number of counters  467  491

 Public car parking6  Number of cars  7,583  7,908

 Staff car parking  Number of licensed bays  524  419

 TOTAL AERO-RELATED REVENUE   10,741  11,892

 
 Note: The cost of land has not been included in the cost of aeronautical related revenue.

 

 While revenues tended to exceed costs, it is important to note that the costs did not include
amortisation of intangible assets or interest.  These were significant, amounting to $51.8
million in 1999/00, or 56 per cent of total costs.  The Commission asked that these items be
excluded for the purposes of the monitoring reports because (a) their allocation to services
would have involved a degree of subjectivity, and (b) there would be risk of circularity if an

                                                
6       First 5 minutes free, 5 minutes to 35 minutes $3, 35 minutes to 1 hour $4, 1 hour to 2 hours $5, 2 hours to 3

hours $6, 3 hours to 4 hours $7, 4 hours to 5 hours $8, 5 hours to 6 hours $9, over 6 hours $12.

             The charge for the first three days is $12 per day and then A$6 per day from day four onwards.
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allocation of the cost of the lease premium were included.  However, the Commission
acknowledges that an allocation that recognises a cost of capital would be appropriate in
any detailed analysis.

Fuel throughput levy

 In 1998 Westralia advised that it would charge a fuel throughput levy at a rate of 0.5
cents/litre.

 The charge arose from Westralia providing access to land upon which refuelling
infrastructure is provided by oil companies for aircraft refuelling.  In the past, rent and
licence fees were charged for this service.  Prior to Westralia acquiring the airport lease the
FAC introduced provisions into contracts with oil companies allowing the airport operator
to also charge a levy based on the volume of fuel.

 The Commission released a report on fuel throughput levies in December 1998. The report
provided information on the levies and a detailed assessment of issues relevant to the price
increases. The report reached the following conclusions:

• introduction of the fuel throughput levies at Brisbane and Perth Airports would
significantly increase the price of refuelling services;

• the price increases were not justified in terms of increases in costs or through offsetting
reductions in other charges; and

• there was a strong case that airport operators have market power in the provision of
refuelling services.

 The report also concluded that, when considered in light of the lack of a cost related
justification for the levies, or offsetting reduction in charges, there was a strong case that, in
introducing fuel throughput levies, airport operators have taken advantage of market power.
Westralia did not agree with the Commission’s conclusion and recommendations.

 In light of the report’s conclusions, the Commission has recommended that stricter forms of
prices oversight should be considered in relation to aircraft refuelling services.

 No changes have been made to the legislation following the recent introduction of new
Directions and Declarations by the Minister for Financial Services and Regulation.
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Appendix 1: Outline of quality of service indicators
 The regulations to the Airports Act specify performance indicators to be used in quality of
service monitoring.  These cover a range of services and infrastructure for which the airport
operator has some, or complete influence over.  An outline of the indicators and the source
of data for each is given in table 8 below.

 Table 8:  Quality of service indicators

 Service /
Infrastructure

 Type of indicator  Source of data

 Runways and taxiways • Average aircraft movements in 30/60 busiest
half hours per month.

• Various delay indicators

• Airlines and Airservices Australia
questionnaire regarding adequacy of facilities.

 Airservices Australia;

 Airservices Australia;

 

 Survey of airlines

 

 Gates • Number of aircraft parking bays;

• Satisfaction with the standard and availability
of facilities.

 Airport operator;

 
Survey of airlines

 Ground service
equipment

• Satisfaction with the standard and availability
of facilities.

 Survey of airlines

 Freight facilities • Satisfaction with the standard and availability
of facilities.

 Survey of airlines

 Aerobridges • Number of aerobridges;

• Number and percentage of passengers using
aerobridges for boarding and disembarkation;

• Satisfaction with the standard and availability
of facilities.

 Airport operator

 Airport operator

 Survey of airlines

 Check-in • Number of desks;

• Number of hours when more than 80 per cent of
check-in desks are open;

• Satisfaction with the standard and availability
of facilities;

• Satisfaction with waiting time.

 Airport operator

 Survey of airlines

 Passenger perception
survey

 Government inspection • Number of desks.  

 Security • Number of clearance systems;
Satisfaction with the system.

 Airport operator

 Passenger perception
survey

 Gate lounges • Number of seats in gate lounges;

• Satisfaction regarding quality and availability of
seating and crowding.

 Airport operator;

 Passenger perception
survey

 Baggage trolleys • Passenger satisfaction with findability of
trolleys.

 Passenger perception
survey
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 Service /
Infrastructure

 Type of indicator  Source of data

 Flight information
display and signs

• Passenger satisfaction with the system.  Passenger perception
survey

 Washrooms • Passenger satisfaction with the standard of
facilities.

 Passenger perception
survey

 Car parking • Number of car parking spaces;

• Throughput of the car park;

• Passenger satisfaction with standard of
facilities and availability of spaces and time
taken to get into car park.

 Airport operator;

Airport operator;

 Passenger perception
survey

 Kerbside access • Passenger satisfaction with space and waiting
time for taxis.

 Passenger perception
survey
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Appendix 2: Passenger perception survey results

Westralia commissioned an independent market research company to conduct the
passenger perception survey at Perth Airport.  The survey was conducted over a one week
period from 12 July to 20 July 2000.

Passengers were asked to rate their level of satisfaction with Terminal aspects and facilities
at Perth Airport on a scale from one to seven:

   1                        2                        3                       4                       5                         6                       7

Very Poor                                                            Fair                                                             Excellent

 The survey covered check-in, government inspection, security, gate lounges, baggage
handling and collection, information display, washrooms, and car parking.

 Descriptions of each indicator and the service aspects surveyed are given below in the
‘Indicator Summary’ table. For ease of compilation and interpretation, a number of facilities
and service ratings have been grouped together and an average rating is provided in the
graph.  In all instances, the average score is representative of the individual service/facility
ratings that make up the group.

The graph below depicts the percentage of passengers rating the quality of the
service/facility at five (good) or above.  A rating of five is equivalent to ‘good’, a rating of six
is equivalent to ‘very good’, and a rating of seven is ‘excellent’. As can be seen from the
graph below, a high percentage of passengers surveyed rated the quality of the
services/facilities as ‘good’ to ‘excellent’.  The graph also indicates that the ratings achieved
for each indicator in 1999/00 are similar to the ratings achieved for the equivalent indicator
in the 1998/99 results.
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 Table 9:  Indicator summary

• Check in waiting time refers to the passenger’s satisfaction with the waiting time
during check-in.  Only departing passengers were surveyed.

• Government inspection waiting time (inbound) refers to the satisfaction with
waiting time during the government inspection process at immigration for arriving
passengers.

• Government inspection waiting time (outbound) refers to the level of
satisfaction associated with the waiting time at customs for departing passengers.

• Security clearance waiting time refers to passenger satisfaction with the waiting
time at security.

• Security clearance quality refers to the adequacy of security clearance in making
a passenger feel safe for travelling.

• Gate lounge refers to an average figure which combines the survey results
obtained for the following scale categories: the availability of seating; the amount of
circulation; and the amount of seating space in the departure lounge.  Departing
passengers were surveyed.

• Quality of baggage services refers to the waiting time for baggage and passenger
satisfaction with baggage information display for arriving passengers.

• Baggage circulation space covers the space around the particular carousel that
carried baggage.

• Baggage trolleys availability and findability deals with the passenger
satisfaction with this service.

• Baggage trolley quality and mobility section refers to the passenger satisfaction
with this service.

• Information display refers to passenger satisfaction with availability of signage
and the clarity and usefulness of directional and general information signs at the
airport.  Only departing passengers were surveyed.

• Signage refers to passenger satisfaction with directional and general information
signs.  Only arriving passengers were surveyed.

• Washrooms arrivals refers to the satisfaction of arriving passengers with the
overall standard of facilities.  Only those using the facility were included in the
survey results.

• Washrooms departures refers to the satisfaction of departing passengers with the
overall standard of facilities.  Only those using the facility were included in the
survey results.

• Car parking refers to the satisfaction of facilities and availability of car parking for
departing passengers.

• Airport access refers to the satisfaction of passengers with the amount of
congestion in the front terminal when being dropped off and the satisfaction with
the amount of kerbside space available. An average of the two ratings is provided.   
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 Appendix 3: Airline survey results

 The Commission received surveys from nine airlines that used Perth Airport over the
1999/00 period.  These airlines were Air New Zealand, Ansett Australia, British Airways,
Cathay Pacific, Garuda Indonesia, Malaysia Airlines, Qantas, Royal Brunei Airlines and
Singapore Airlines.  Ratings were given with regard to both the availability and standard of
facilities.  Under availability, the Commission sought from airlines an assessment of the
absence of delays in being able to use infrastructure and equipment.  Under standard, the
Commission sought an assessment of the capability of equipment to perform the functions
intended and its reliability.

 A summary of the ratings provided by airlines is given in Table 8 below.  This indicates that
ratings were generally satisfactory.

 Table 10:  Responses from airline surveys

 Facility  Aspect  Very
Poor

 Poor  Satisfactory  Good  Excellent

 Runways  Availability   2  6  1  

  Standard  1  2  4  2  1

 Aprons  Availability   1  7  1  

  Standard   1  6  2  

 Taxiways  Availability    6  3  

  Standard   2  3  4  

 Gates  Availability  1  1  5  2  

  Standard  1   6  2  

 Aerobridges  Availability   3  4  2  

  Standard   3  4  2  

 Ground service
equipment storage

 Availability   1  5  1  

  Standard   1  5  1  

 Freight equipment
storage sites

 Availability   1  6  1  

  Standard   2  5  1  

 Check in facilities  Availability   4  3  1  

  Standard   5  3   

 Baggage processing
facilities

 Availability   2  5  2  

  Standard   4  3  2  

 Addressing airline
concerns

    5  2  1

 * Not all airlines responded to all questions.
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Appendix 4:   Static indicators

 Indicators provided by the airport operator  At 30 June 1999  At 30 June 2000

 Number of (international) aircraft parking bays at 30 June 1998  7  7

 Number of aerobridges at 30 June 1998  5  5

 Percentage of passengers (embarking) using an aerobridge   99.6%   99.7%

 Percentage of passengers (disembarking) using an aerobridge   99.6%   99.7%

 Number of check-in desks – managed by Westralia  24  24

 Number of baggage inspection desks  20  20

 Number of inbound immigration desks  16  16

 Number of outbound immigration desks  10  10

 Number of security clearance systems  2  2

 Number of seats in gate lounges  359  357

 Capacity of outbound baggage handling equipment (bags per
hour)

 5760  5760

 Capacity of inbound baggage reclaim system (bags per hour)  8640  8640

 Throughput of the car park per year  4,545,624  4,545,624

 Number of car parking spaces (international)  853  853

 

 Provided by Airservices Australia

 1998-99

• Aircraft movements in busiest 30 half hours: Annual average     17
• Aircraft movements in busiest 60 half hours: Annual average     16

 1999-00

• Aircraft movements in busiest 30 half hours: Annual average     16
• Aircraft movements in busiest 60 half hours: Annual average     14
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Appendix 5: Perth Airport regulatory accounts (Summary)

Profit and Loss Account for the Period Ended 30 June 20007

                                                

7 The Commission does not require an allocation of costs related to amortisation or interest expense
because any allocation between aeronautical and non-aeronautical services is likely to be arbitrary.
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Description

Audited
Financial

Statements

Aero
Services

Non- Aero
Services

1999-00
$

1999-00
$

1999-00
$

Description
Revenue

Aeronautical revenue 20,471,419 20,471,419
Non-Aeronautical revenue 49,206,730 49,206,730

Total Revenue 69,678,149 20,471,419 49,206,730

Expenditure
Salaries and wages 6,648,923 4,585,099 2,063,824
Depreciation 7,872,044 5,417,511 2,454,533
Amortisation 7,359,753
Services and utilities 8,847,441 1,580,473 7,266,968
Maintenance 1,937,001 1,176,961 760,040
Australian Protective Service costs 2,213,483 2,213,483 0
Passenger Screening 486,122 486,122 0
Check Bag Screening 41,144 41,144 0
Other costs 3,979,808 2,095,352 1,884,456

Total Expenditure 39,385,719 17,596,145 14,429,821

Operating Profit/(Loss) 30,292,430 2,875,274 34,776,909

Abnormal items
Redundancy costs (373,834) (337,150) (36,684)
Adjustment to depreciation RTAs 0 0 0
Adjustment to amortisation Lease
Franchise Fee

0 0 0

GST readiness costs (388,924) (155,436) (233,488)
Y2K readiness costs (125,809) (73,341) (52,468)
Disposal of Assets (43,605) 13,208 (56,813)

(932,172) (552,719) (379,453)

Earnings Before Interest and Tax (EBIT) 29,360,258 2,322,555 34,397,456

Interest Expense (51,758,240)

Loss Before Tax (22,397,982)

Tax charge 0

Loss after Tax (22,397,982)

Dividends paid 0

Loss after tax and dividends (22,397,982)

* Note: costs do not include amortisation of intangible assets or interest
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Profit and Loss Account for the Period Ended 30 June 19998

                                                

8 The Commission does not require an allocation of costs related to amortisation or interest expense
because any allocation between aeronautical and non-aeronautical services is likely to be arbitrary.
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Description Audited
financial

statements

Aero
services

Non-Aero
services

Description $ $ $

Revenue
Aeronautical revenue 18,818,944 18,818,944
Non-Aeronautical revenue 46,485,480 46,485,480

Total Revenue 65,304,424 18,818,944 46,485,480

Expenditure
Salaries and wages 6,213,315 4,534,275 1,679,040
Depreciation 8,038,874 5,706,137 2,332,737
Services and utilities 7,966,708 1,601,364 6,365,344
Maintenance 1,962,991 1,563,821 399,170
Australian Protective Service costs 2,183,479 2,183,479 0
Other costs 5,465,717 2,650,167 2,815,550

Total Expenditure 31,831,084 18,239,243 13,591,841

Operating Profit/(Loss) 33,473,340 579,701 32,893,639

Abnormal items

Adjustment to  depreciation (861,540) (861,540)
Redundancy expense (541,038) (421,291) (119,747)
Adjustment to amortisation 236,462

Earnings Before Interest and Tax
(EBIT)

32,307,224 (703,130) 32,773,892

Interest Expense (50,323,182
Amortisation (9,567,172)

Loss Before Tax (27,583,130
)

Tax charge 0

Loss after Tax (27,583,130
)

Dividends paid 0

Loss after tax and dividends (27,583,130
)

Opening Accumulated loss (26,927,550
)

Closing Accumulated loss (54,510,680
)

* Note: costs do not include amortisation of intangible assets or interest
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Balance sheet for the period ended 30 June 2000

Description Audited
financial

statements

Aero services Non-Aero
services

1999-00 1999-00 1999-00
$ $ $

CURRENT ASSETS
Cash 7,968,886
Receivables 3,494,309 1,575,661 1,918,648
Inventories 72,381 0 72,381
Accrued revenue 2,886,754 75,525 2,811,229
Other 1,698,284 946,978 751,306

Total current assets 16,120,614 2,598,164 5,553,564

NON-CURRENT ASSETS
+ Receivables 0

Investments 0
Property, plant & equipment 197,076,228 92,217,554 104,858,677
Lease Franchise Fee 417,570,193
Expenditure carried forward 36,286,122
Other 3,972,750 2,216,850 1,755,900

Total non-current assets 654,905,293 94,434,404 106,614,577

TOTAL ASSETS 671,025,907 97,032,568 112,168,141

CURRENT LIABILITIES
Creditors 14,344,675
Borowwings 0
Provisions 1,504,839 1,037,737 467,102

Total current liabilities 15,849,514

NON-CURRENT LIABILITIES
Borrowings 587,418,015
Provisions 102,266 70,523 31,743
Total non-current liabilities 587,520,281

TOTAL LIABILITIES 603,369,795

NET ASSETS 67,656,112

SHAREHOLDER’S EQUITY

Share capital 144,564,774
Accumulated losses (76,908,662)

TOTAL SHAREHOLDER’S EQUITY
67,656,112

Accumulated loss at the start of the year: (54,510,680)

Loss for the current financial year (22,397,982)

Accumulated loss at the end of the year
(76,908,662)
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Balance sheet for the period ended 30 June 1999

Description Audited
financial

statements

Aero
services

Non-Aero
services

$ $ $
CURRENT ASSETS
Cash 6,981,451
Receivables 4,498,785 1,682,212 2,816,573
Inventories 68,139 0 68,139
Accrued revenue 1,197,704 124,345 1,073,359
Other 3,628,074 1,534,088 2,093,986

Total current assets 16,374,153 3,340,645 6,052,057

NON-CURRENT ASSETS
Lease Franchise Fee 421,919,881
Property, plant and equipment 201,259,549 96,540,36

0
104,719,193

Expenditure carried forward 31,956,339
Other 3,972,750 2,216,850 1,755,900

Total non-current assets 659,108,750 98,757,21
0

104,475,093

TOTAL ASSETS 675,482,672

CURRENT LIABILITIES
Creditors 12,820,862
Borowwings 59
Provisions 1,484,913 1,083,641 401,272

Total current liabilities 14,305,834

NON-CURRENT LIABILITIES
Borrowings 571,020,478
Provisions 102,266 74,630 27,636

Total non-current liabilities 571,122,744

TOTAL LIABILITIES 585,428,578

NET ASSETS/(LIABILITIES) 90,054,094

SHAREHOLDER’S EQUITY

Share capital 144,564,774
Accumulated profits/(losses) (54,510,680

)

TOTAL SHAREHOLDER’S EQUITY 90,054,094
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Cash Flow Statement for period ended June 2000

Description Audited financial
statements

2000

$

Audited financial
statements

2000

$

CASH FLOWS FROM OPERATING ACTIVITIES

Inflows:

Receipts from customers 68,465,376 63,510,792

Interest received      528,527 651,687

Outflows:

Payments to suppliers and employees (23,716,041) (25,499,268)

Interest paid (43,214,439) 0

Income tax paid                  0                  0

Net cash flows provided by operating activities   2,063,423 38,663,211

CASH FLOWS FROM INVESTING ACTIVITIES

Inflows:

Proceeds from sale of property, plant and equipment        20,678 50,390

Proceeds from reserve accounts released   1,945,972 7,309,367

Other

Outflows:

Payments transferred to reserve accounts               0 (179,826)

Acquisition of property, plant and equipment (11,089,805) (4,952,474)

Payments for terminal development project 0 (137,846)

Net cash flows used in investing activities    (9,123155) 2,089,611

CASH FLOWS FROM FINANCING ACTIVITIES

Inflows:

Proceeds from issue of shares                 0                 0

Proceeds from borrowings    8,047,167 6,607983

Outflows:

Repayment of borrowings                  0                  0

Financing and re-financing costs                  0 (40,655)

Interest Paid (46,366,614)

Net cash flows provided by financing activities    (8,047,167)    (39,799,286)

Net increase in cash held         987,435 953,536

Cash at beginning of reporting period 6,981,451 6,027,915

Cash at end of reporting year      7,968,886 6,981,451
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Summary of significant accounting policies

This special purpose financial report has been prepared in accordance with the Regulatory Information
Requirements under Part 7 of the Airports Act, Section 21 and 27A of the PS Act, Accounting
Standards, other mandatory professional reporting requirements (Urgent Issues Group Consensus
Views) and the Corporations Law.  It is prepared in accordance with the historical cost convention.

Unless otherwise stated, the accounting policies adopted are consistent with those of the previous
period.  Comparative information is reclassified where appropriate to enhance comparability.

(a) Income Tax

Tax effect accounting procedures are followed whereby the income tax expense in the profit and
loss account is matched with the accounting profit after allowing for permanent differences.  The
future income tax benefit relating to tax losses is not carried forward as an asset unless the
benefit is virtually certain of realisation.  Income tax on cumulative timing differences is set aside
to the deferred income tax or the future income tax benefit accounts at the rates which are
expected to apply when those timing differences reverse.

(b) Foreign Currency Translation

(i) Transactions

Foreign currency transactions are initially translated into Australian currency at the rate of
exchange at the date of the transaction.  At balance date, amounts payable and receivable in
foreign currencies are translated to Australian currency at rates of exchange current at that date.
Resulting exchange differences are brought to account in determining the profit and loss for the
year.

(ii)   Specific Commitments

Hedging is undertaken to avoid possible exposure to financial effects of movements in exchange
rates.  Gains or losses on hedging transactions, intended to hedge monetary items, are brought
to account in the year in which the exchange rates change.  Gains or costs arising at the time of
entering into such hedging transactions are brought to account in the profit and loss account
over the lives of the hedges.  Any receivable or payable at balance date is netted against foreign
currency borrowing's as the timing of closing out hedge transactions matches the term to
maturity of related borrowing's and it is intended that they will be settled on a simultaneous
basis.

(c) Revenue Recognition

(i)            Aeronautical Revenue

Comprise Landing Fees and International Terminal charges, based on the maximum take-off
weight (MTOW) of aircraft, and a security charge for the recovery of charges imposed by
Australian Protective Services.

(ii)          Commercial Trading

Comprises concessionaire rent and other charges received including income from public car
parks.

(iii) Property Revenue

Comprises income from Comapany owned terminals, buildings and other leased areas.

(iv) Recharge Property Service Costs
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Comprises recharged service and utility expenditure.

(v) Interest Revenue

Comprise earnings on funds deposited with financial institutions to provide for reserve
requirements as part of the financing documents.

(vi) Asset Sales

Comprise revenue on disposal of assets bought to account at the transaction date.

Gross revenue is raised when there is an unconditional right to receive that revenue and it can be
measured reliably.

(d) Receivables

All trade debtors are recognised as the amount receivable as they are due for settlement no more
than 30 days from the date of recognition.

Recoverability of trade debtors is reviewed on an ongoing basis.  Debts, which are known to be
unrecoverable, are written off.  A general provision for doubtful debts is raised together with a
specific provision for debts where recoverability is deemed to be doubtful.

(e) Inventories have been stated at the lower of cost and net realisable value.

(f) Acquisition of Assets

The cost method of accounting is used for all acquisitions of assets regardless of whether shares
or assets are acquired.  Cost is determined as the fair value of the assets given up at the date of
acquisition plus costs incidental to the acquisition.  Where shares are issued on acquisition, the
value of the shares is determined by reference to the fair value of the assets acquired, including
goodwill and other intangible assets where applicable.

The lease franchise fee, arising from the acquisition of the Perth Airport lease, is brought to
account on the basis described in note 1 (i)(i).

(g) Recoverable amounts

The recoverable amount of an asset is the net amount expected to be recovered through the net
cash inflows arising from its continued use and subsequent disposal.

Where the carrying amount of a non-current asset is greater than its recoverable amount the
asset is revalued to its recoverable amount.  To the extent that a revaluation decrement reverses
a revaluation increment previously credited to, and still included in the balance of, the asset
revaluation reserve, the decrement is debited directly to that reserve.  Otherwise the decrement is
recognised as an expense in the profit and loss account.

The expected net cash flows included in determining recoverable amounts of non-current assets
are discounted to their present values using a market determined, risk adjusted discount rate.

(h)      Land and Buildings and Infrastructure, Plant and Equipment

(i)       Cost and valuation

The basis of valuation of operational land is at replacement cost on an existing use basis.  Basis of
valuation of investment property is using fair market value.  The valuation was carried out at 2 July 1997
by Mr PJ Logan FAPI and Mr JK McNamara LFAPI.
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The Directors do not consider that there has been a significant movement in this valuation to balance
date.

(ii)     Depreciation and amortisation

Infrastructure, plant and equipment (including infrastructure assets under lease) have been depreciated
using the straight-line method based upon the estimated useful life of the assets to the WAC.

Depreciation and amortisation rates used are as follows:

Operational Land 1.01%

Investment Land 0.00%

Plant and Equipment 15.00%

Buildings 6.25%

Fixed Plant and Equipment 10-15%

Runway's, Taxiway's and Apron's 1.00-6.67%

Other Infrastructure 10-20%

(iii) Leasehold improvements

Leasehold improvements have been amortised over the shorter of the unexpired period of the lease and
estimated useful life of the improvements.

(iv) Major repairs and maintenance

Major asset maintenance costs incurred on runways, taxiways and aprons are capitalised and are written
off over the period between major asset maintenance projects.  This recognises that the benefit is to
future periods and also apportions the cost over the period of the related benefit.

 (v) Non-current assets under construction

The cost of non-current assets constructed by the company includes the cost of all materials used in
construction, direct labour on the project and consultancy and professional fees associated with the
project.

(vi) Revaluations of non-current assets

Land, buildings and fixed plant and equipment are revalued at three yearly intervals.  Revaluations
reflect independent assessment of the fair market value of the land and buildings based on existing use.
Potential capital gains tax is not taken into account in determining revaluation amounts unless there is
an intention to sell the assets concerned and crystallise a tax liability.

(i) Lease Franchise Fee and Expenditure Carried Forward

(i) Lease franchise fee

The franchise paid on acquisition of the Perth Airport lease, which represents the difference between
the Perth Airport purchase price and the fair value of the net tangible assets acquired, will be amortised
on a straight line basis over the life of the lease, 99 years.

(ii) Capitalised bid costs

The costs incurred in relation to the Perth Airport bid and acquisition have been capitalised and will be
amortised on a straight-line basis over the life of the lease, 99 years.
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(iii)     Capitalised finance costs & capitalised US note issue finance costs

All fees and costs incurred in establishing the funding facilities for the acquisition of the Perth Airport
lease have been capitalised and will be amortised on a straight line basis over 5 years.

 (iv)     Capitalised masterplan costs

All fees and costs incurred in the development of the masterplan have been capitalised and will be
amortised on a straight-line basis over 5 years.  This represents the statutory period over which the
masterplan is valid.

(v) Capitalised property, terminal and regional development costs

All fees and costs incurred relate to constructions or feasibility analysis and are currently in progress.
These costs will be amortised from the completion of these projects.

(j)       Trade and other creditors

These amounts represent liabilities for goods and services provided to the company prior to the
end of the financial year which are unpaid.  The amounts are unsecured and are usually paid
within 30 days of recognition.

(k) Borrowing costs

Borrowing costs are recognised as  expenses in the period in which they are incurred, except as
noted in note (h)(iii) and (h)(iv).  Borrowing costs include:

·    interest on bank overdraft and long term borrowing's

· interest on short and long term subordinate debt

· interest on bonds payable (including capitalised interest component)

.        ancillary costs incurred in connection with the ongoing conduct of borrowing's.

(l)      Derivative financial instruments

The company has entered into interest rate and currency swap agreements.  These derivative
financial instruments are not recognised in the financial statements on inception.

The net amount receivable or payable under interest rate swap agreements is brought to account
when due and payable under the terms of each contract.  The amount recognised is accounted
for as an adjustment to interest expense during the period.

The accounting policy for currency swaps is detailed in note 1 (b)(ii).

(m)      Maintenance and repairs

Maintenance, repair costs and minor renewals, excluding maintenance on runways, taxiways and
aprons, are charged as expenses as incurred.

Maintenance on runways, taxiways and aprons is treated in accordance with note (h)(iv).

(n) Year 2000 Software Modification Costs

Costs relating to the modification of computer software for Year 2000 compatibility is charged as
expense incurred.

(o) Employee entitlements
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Provision has been made for long service leave and annual leave payable to employees on the
basis of statutory and contractual requirements.  Vested entitlements are classified as current
liabilities.  Contributions made to superannuation funds are charged against profits.

A liability for long service leave is recognised based on employees' current pay rates and
associated on costs in respect of services provided by employees up to the reporting date.
When assessing the adequacy of the provision, consideration is given to the present value of
these payments after assessing expected future wage and salary levels, experience of employee
departure and period of service.

 (p) Cash

For the purposes of the statement of cashflows, cash includes deposits at call, which are readily
convertible to cash on hand and are subject to an insignificant risk of change in value, net of
outstanding bank overdrafts.
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Appendix 6: Perth Airport operational statistics

Operational statistics for the period ended 30 June 2000

Description 1998-99 1999-00

PASSENGERS

Domestic passengers 3,264,459 3,385,825

International passengers (excluding transit) 1,539,550 1,595,701

International transit passengers 125,946 124,679

Domestic on-carriage 39,363 49,141

TOTAL PASSENGERS 4,969,318 5,155,346

AIRCRAFT MOVEMENTS

Regular Public Transport aircraft movements 61,046 60,868

General Aviation aircraft movements 37,434 34,028

TOTAL AIRCRAFT MOVEMENTS 98,480 94,896

TOTAL TONNES LANDED 2,560,638 2,740,651

AVERAGE STAFF EQUIVALENTS

- Aeronautical services 69 61

- Non-aeronautical services 25 25

TOTAL AVERAGE STAFF EQUIVALENTS 94 86

AREA (HECTARES)

- Aeronautical services 1,280 1,280

- Non-aeronautical services 825 825

TOTAL AREA (HECTARES) 2,105 2,105
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Summary of Price Cap Compliance, Operating
Financial Results and Quality of Service for Phase I
and II Airports 1999/00

Price Cap Compliance

The Commission conducted price cap reconciliations for Phase I and Phase II Airports for
the 1999/00 period. Table 1 summarises the price cap reconciliations for all of the Phase I
and Phase II Airports for 1999/00.

Table 1: Price Cap Compliance Phase I and Phase II Airports 1999/00

Airport Required
reduction/increase

Actual
reduction/increase

1999/00
Over/under

recovery

Brisbane Airport -3.93% -1.32% 2.61% over

Melbourne Airport -2.402% -2.361% 0.041% over

Perth Airport -4.82% -2.84% 1.98% over

Adelaide Airport -4.8% -4.9% 0.1% under

Alice Springs Airport -2.0% -3.46% 1.46% under

Canberra Airport  0.28% 0.0% 0.28% under

Coolangatta Airport  -5.8% -6.509% 0.709% under

Darwin Airport -2.25% -3.925% 1.675% under

Hobart Airport -2.63% -3.184% 0.554% under

Launceston Airport -0.670% -0.868% 0.198% under

Townsville Airport 0.84% 0.2% 0.64% under

For the Phase I Airports, Brisbane Airport has over recovered for the last two financial
years. Perth Airport have over recovered its revenues in the last three financial years and it is
imperative that it reduces its charges significantly in the next financial year in order to comply
with the price cap. Melbourne Airport marginally over recovered in 1999/00, but taken with
the net under recovery of the previous two periods has an accumulated under recovery to
1999/00.

For the Phase II Airports, Adelaide refunded the over recovery of 1998/99 by providing a
rebate and has a small over recovery in 1999/00.  Alice Springs decreased aeronautical
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charges to bring it in line with the price cap.  Canberra Airport did not amend its charges in
1999/00, but provided rebates to users in both 1997/98 and 1998/99 to have a net
accumulated under recovery in 1999/00. Coolangatta Airport over recovered its revenues in
1998/99, however, reduced charges in 1999/00 to bring it in line with the price cap.  Hobart
Airport under recovered in 1999/00 however, taken with the over recovery in 1998/99 are
still in a position of accumulated net over recovery in 1999/00.  Launceston Airport has
under recovered revenue over the past two years. Townsville Airport did not increase
charges in 1999/00 by as much as allowed under its cap and have a net accumulated under
recovery.

Operating & Financial Performance

All of the Phase I and Phase II airport operators made positive earnings before interest and
tax (EBIT) in 1999/00.  However, all airports with the exception of Townsville and the
Government owned Sydney Airport made losses once interest and lease premiums are
taken into account.

Table 2 summarises the operating financial results for the Phase I and Phase II Airports as
well as that for Sydney Airport in 1999/00.

Table 2: Summary of selected Financial Results of the Phase I and II Airports as well as
Sydney Airport 1999/00.

Airport EBIT
$million

Interest
$million

Amortisation
$million

Profit / Loss after
interest and tax

$million

Brisbane 68.274 69.484 23.324 (112.650)

Melbourne 87.247 107.58 6.907 (20.290)

Perth 29.360 51.758 7.359 (22.398)

Sydney 120.159 57.463 - 42.842

Adelaide 25.435 32.886 2.920 (7.131)

Alice Springs 0.330 3.022 0.086 (2.692)

Canberra 3.720 5.167 - (2.196)

Coolangatta 3.243 5.252  - (2.009)

Darwin 0.581 10.711 0.472 (10.130)

Hobart 1.752 1.891 0.332 (0.216)

Launceston 1.153 1.099 0.111 (0.188)

Townsville 1.359 1.029 - 0.117

Quality of service

Quality of service for the three Phase I Airports and Sydney Airport are generally
satisfactory.  As in 1998-99, Brisbane Airport again achieved high quality service ratings
from both airline operators and passengers in 1999/00.  Although Perth Airport users and
passengers were satisfied, there were marginal declines in the ratings for some facilities as
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compared to that of 1998/99.  Melbourne Airport received lower quality ratings from
airlines, in 1999/00 as compared to that of the previous financial year. The airline’s quality
assessment of Sydney Airport for 1999/00 is mixed and a comparison of the assessment
with that of the previous period 1998/99 is ambiguous.

Passenger surveys indicated good quality standards for both airports in 1999-00. It should
be noted that both Melbourne and Sydney Airports were undergoing construction works
during the 1999/00 reporting period.

Airport operators have responded to airline comments concerning service quality and they
have been incorporated within the regulatory reports.

Airservices Australia was again unable to provide data on aircraft delays and has advised
the Commission, that its systems would not be able deliver the required performance
information. Aircraft delay indicators (see table 9) form an integral part of a framework for
considering airport quality of service.  The lack of information on such measures is a
significant deficiency in evaluating airport quality of service.
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1 Introduction

The Australian Competition and Consumer Commission (the ACCC) administers the
economic regulatory measures applying to the core regulated airports and to Sydney Airport
(Kingsford Smith).  The measures include access arrangements at the privatised airports and
prices oversight arrangements relating to certain airport services.

The regulatory framework also includes a range of measures designed to complement the
prices oversight arrangements and increase the transparency of certain aspects of the airport
business.  The ACCC reports annually on airport accounts, quality of service, and prices
monitoring at the regulated airports.

The report

This report first addresses quality of service at Sydney Airport and provides a summary of
results.  The second section provides information on Sydney Airport’s financial accounts, and
the third section addresses the formal monitoring requirements under section 27A of the
Prices Surveillance Act.

It should be noted that this report is for information only and does not provide
recommendations in relation to the matters covered.

Sydney Airport

Sydney Airport is owned by the Commonwealth Government and operated by Sydney
Airports Corporation Limited (SACL).  Sydney Airport is subject to similar regulatory
arrangements to the privatised airports, including prices monitoring arrangements (Direction
16) and accounts reporting (Part 7 of the Airports Act).  Unlike the privatised airports,
Sydney Airport is not subject to a price cap on aeronautical services or to section 192 of the
Airports Act.
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 2 Quality of service monitoring

 This section deals with quality of service monitoring. It begins by providing an overview of
the Commission’s role in quality of service monitoring at Sydney Airport. Following this is a
summary of the 1999/00 quality monitoring results for Sydney Airport.

 2.1 The Commission’s role and approach to quality of service
monitoring.

 The ACCC conducts quality of service monitoring pursuant to Part 8 of the Airports Act.
The Airports Regulations require airport operators to provide information to the ACCC on a
range of indicators covering aspects of service quality performance (see Appendix 1).

 Quality of service monitoring is aimed at:

• providing transparency about airport performance;

• discouraging airport operators from providing unsatisfactory standards for services which
are associated with market power; and

• assisting the ACCC to assess an airport operator’s conduct as part of the review of
prices oversight arrangements.

 Commission’s approach

 In reporting on the quality of service at Sydney Airport, the ACCC focused on the standard
and availability of facilities and services provided by, or which could be influenced by the
airport operator. These facilities and services included airside facilities such as runways,
taxiways and aprons; terminal facilities, such as international departure lounges and baggage
claim; car parking; and taxi and bus pick up and drop off points.  It should be noted that
domestic terminals owned and/or operated by airlines were not included as part of the quality
monitoring report.

 In constructing this quality monitoring report the ACCC sought information from a number of
different sources, including:

• passengers of the airport, through passenger perception surveys conducted by the airport
operators;

• airlines, through surveys of airlines conducted by the ACCC;

• airport operators, as required under the regulations; and

• Australian Customs Service (ACS) and Airservices Australia.

Passenger perception surveys

 Passenger perception surveys were used as a source of information in assessing the quality of
various services and facilities at Sydney Airport.  SACL in conjunction with a market
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research firm (Marketshare Pty Ltd) designed the passenger perception survey and
administered it over a two-week period.

 The areas covered by the passenger perception survey include passenger check-in, security
clearance, government inspection, lounges, washrooms, baggage collection, signage, car
parking, and vehicle access for passenger pick-up and drop-off.

 Respondents were asked to rate quality aspects such as reasonableness of waiting times;
clarity of information provided, such as airport signage; space provided for kerbside access;
the comfort of gate lounges; and the cleanliness of washrooms.  See Appendix 2 for results
of the passenger perception survey.

Airline surveys

 In order to gain information on the quality of airside facilities and terminal facilities, the
ACCC conducted a survey of the airlines that used Sydney Airport. Twenty three surveys
were received from the following airlines: Aerolineas Argentinas, Air Caledonie, Air Nauru,
Ansett Australia, British Airways, Air New Zealand, Air Pacific Limited, Air Canada, Cathay
Pacific, Egyptair, Gulf Air, FNA Airways, Japan Airlines, KLM Royal Dutch Airlines,
Korean Air, Lauda Air, Malaysian Airlines, Qantas, Singapore Airlines, South African
Airways, Sri Lankan Airlines Thai Airways International and United Airlines. The
Commission will include Impulse Airlines and Virgin Blue Airlines in the airline surveys from
2000-01.

As part of the survey, airlines were requested to rate the availability and standard of
particular facilities and services on a five-point scale ranging from ‘very poor’ to ‘excellent’.
Under the availability category, the ACCC sought information from airlines regarding the
availability of infrastructure and equipment and the occurrence of delays in gaining access to
it.  Under the standard category, the ACCC sought information on the ability of equipment to
perform the function intended, and the reliability of the equipment.  See Appendix 3 for
results of the airline survey.

Airport Operators

SACL was required to provide the ACCC with information on the ‘static indicators’ at the
airport for the 1999/00 period.  These indicators include the number of passengers, the
number of aerobridges, and the size of aprons. Details of the ‘static indicators’ for Sydney
Airport are provided in Appendix 4.

Australian Customs Service and Airservices Australia

The ACCC conducted a survey of ACS to assess certain quality aspects of Sydney Airport.
ACS was asked to rate the quality of immigration facilities, baggage processing facilities, and
SACL’s consultation procedures.  Results from this survey are incorporated in the ‘quality of
service results’ section below.
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Airservices Australia provided the ACCC with information regarding busiest half-hours over
the 1999/00 financial year, however, could not provide the Commission with data relating to
aircraft delays over the period.

Issues

 In assessing the quality of service at Sydney Airport, there were a variety of factors outside
the immediate control of SACL, which may have influenced the quality of service results.
Firstly, during the 1999/00 period, Sydney Airport was undergoing major restructuring and
building works in the lead up to the Olympics. Such restructuring had the capacity to cause
short-term disruptions to airline operations and the general day to day running of the airport.

 Secondly, staffing of check-in services by airlines, and similarly staffing of immigration
services by Customs, may have affected the quality results obtained for related services.
Thirdly, airlines, Airservices Australia and other service providers might have contributed to
quality outcomes at Sydney Airport.

 It should be noted when viewing results that it takes time to implement changes and to make
improvements in quality monitoring areas.  For example, there may be a lag between an
increase in passenger and flight numbers and an increase in the capacity of terminal
infrastructure.  Given that investment in terminal infrastructure is ‘lumpy’, there may be
increased crowding in the lead up to new investment which could reflect adversely in the
results of some quality of service indicators.  The ACCC also recognises that there is a cost
quality trade-off and that improvements in quality may not be made where the costs do not
justify the expected benefits.

 It should also be added that at the time of the airline survey was taking place, 15 of the 23
airlines, which responded to the survey, were taking legal action against SACL.  This may
have affected the ratings these airlines gave to SACL’s performance during the reporting
period.

2.2 Quality of service results 1999/00

The assessment of overall quality of service at Sydney Airport is made having regard to the
passenger perception survey, the airline survey, a survey of ACS and the additional
comments and data provided by SACL and Airservices Australia.  A summary of the results
of the passenger perception survey and airline survey can be found in Appendices 2 and 3
respectively.

Overall results suggest that airport users and passengers were satisfied with most aspects of
the facilities and services provided at Sydney Airport.  However, results from the airline
survey indicated that airlines were somewhat dissatisfied with a number of facilities/services at
Sydney Airport. Airlines appeared to be dissatisfied with the standard and availability of
aerobridges during the construction period and baggage facilities.
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Runways, aprons and taxiways

The quality of runways, aprons and taxiways at Sydney Airport was assessed using the
results obtained from airline surveys and data provided by Airservices Australia.

Most airlines rated the standard and availability of runways from ‘satisfactory’ to ‘good’.
Five airlines rated the availability of runways as ‘excellent’, and two airlines rated their
standard as ‘ excellent’. Two airlines rated the availability of runways as poor.

Comments indicated that when it rains the arriving aircraft automatically gets 10 to 15 minutes
holding and it would be advantageous if availability of runways could be increased during
periods of the day (such as early morning).

Aprons were mostly rated from ‘satisfactory’ to ‘good’ in terms of both availability and
standard.  However, a number of airlines surveyed rated the facilities as ‘poor’

Comments from airlines indicated that with the new gates a bottleneck occurs due to
pushback and arriving aircraft.  Other comments noted that the new bays are very narrow
and the VDGs are difficult to see and are likely to malfunction. Some airlines expressed
concerns about the standard of some of the new gates, excessive jet blast envelope on
adjacent aircraft, and ground staff.

Taxiways were rated from ‘satisfactory’ to ‘good’ by most airlines. Three airlines rated the
standard and availability of taxiways as ‘excellent’, while one airline rated taxiways as ‘poor’.
No comments about taxiways were received.

Airservices Australia provided the ACCC with data that showed that the number of
movements for Sydney Airport in each of the 30 busiest half-hours over the 1999/00 period
was 37 (annual average).  Aircraft movements in each of the 60 busiest half-hours was 36
(annual average).

However, Airservices Australia have not provided the Commission data concerning delays to
aircraft movements for Sydney Airport for 1999/00.

In response to the above comments, SACL stated that Airservices Australia and Sydney
Airport are supporting the introduction of the Precision Runway Monitor (PRM) in order to
increase runway availability in adverse weather conditions.  Environment Australia is currently
conducting a trial of PRM operations from the north (PRM is already operating for arrivals
from the south.) and a report on the environmental impact of the facility is expected to the
Minister in late March.

Regarding comment about the bottlenecks at gates due to pushback and arriving aircraft,
SACL comment that 10 new aircraft parking bays were constructed at Sydney International
Terminal (SIT) with significant modification to the remaining bays. The construction was
undertaken to accommodate the expected increase in airline traffic to 2003 as well as the
2000 Olympics.  The increase in SIT aircraft parking was completed with only a modest
increase in the apron area due to the need to maintain separation from the runway and
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taxiway system. During the SA2000 design phase, the issue of congestion was discussed and
the new configuration supported by the airlines.

 Concerning the malfunctioning of the VGDS soon after their installation as part of the SA
2000 project, it was noted by SACL and the manufacturer that the number or malfunctions
was higher than normal. The cause of the malfunctioning was identified and has since been
rectified.

Regarding the narrowness of bays, SACL note that all aircraft bays have been designed and
constructed too meet both domestic (CASA) and international (ICAO) regulatory standards,
taking into account the most critical aircraft and its associated jet blast envelope.

Gates

The quality of gates at Sydney Airport was assessed using results obtained from the airline
surveys.

Gates were rated from ‘very poor’ to ‘excellent’ by the airlines.  Six airlines surveyed rated
the availability of gates as ‘very poor’ to ‘poor’, five airlines rated the availability of gates as
‘satisfactory’, and ten airlines rated the availability of gates from ‘good’ to ‘excellent’.  The
standard of gates was rated similarly.

Two airlines commented that gate availability was poor during the recent reconstruction of
the Airport. On the other hand, three airlines considered that the Sydney 2000 project had
led to significant improvements in gate availability and the assignment of gates.

A range of comments concerning the standard of gates were received from airlines. Gate
lounges were considered congested and terminal facilitation signage confusing to passengers.
The public address system was considered not far reaching enough and prone to breaking
down.  Airlines also commented that the signs indicating parking positions for aircraft were
not accurate at some bays and that new gates were dangerous to operators and aircraft.

In response to airline comments on gate availability, SACL stated that throughout 1999/00
gate availability met or exceeded the scheduled demand. However, through the period of the
SA2000 construction, to provide the additional aerobridges, there was some bussing of
arriving and departing flights.

With respect to the Public Address System, SACL commented that the SIT’s PA System
was completely replaced as part of the SA2000 project, with state of the art equipment.
Although there were some minor commissioning issues, consultation with the airlines led to
resolution of most of the problems by February 2001.

SACL noted that during the SA2000 project, discrepancies in signs indicating parking
positions on a few bays were noted early and rectified as soon as the new signs were
available. An audit as since been conducted to ensure all signs reflect accurate parking
information.

Regarding concerns about the safety of the new gates, SACL have commented that all SIT
aircraft parking bays have been designed and constructed to meet both domestic (CASA)
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and international (ICAO) regulatory standards, taking into account the most critical aircraft
and its associated jet blast envelope.

Ground service equipment storage sites

The quality of ground service equipment storage sites at Sydney Airport was assessed using
airline surveys.

Ground service equipment storage sites were mostly rated from ‘poor’ to ‘good’ by the
fifteen airlines that used this facility. Seven airlines rated the availability and standard of
ground service equipment storage sites as ‘very poor’ to ‘poor’.  Five airlines rated the
facilities as ‘good’.

Six comments were received from the airlines regarding ground service equipment storage
sites at Sydney Airport. Two airlines noted that there was not enough storage space and a
lack of storage sites available for use. Conversely, one airline stated that that there was more
consideration for ground services, with the new layout. Other concerns indicated that the
multiple split locations necessitated additional rolling stock and labour for ground handlers to
maintain their operational standards. Airlines also noted that the area adjacent to terminal
gates was severely limited.

In response to these comments, SACL stated that from August 2000, space available for
storage equipment has increased from approximately 30,000 sqm to 47,800 sqm with a
further 11,000 sqm available for storage of ULD’s.

SACL further comment that from August 2000, the storage locations have been worked
through and agreed with ground handlers, to achieve the most effective allocation of areas in
order to minimise the amount of equipment and manpower they needed to maintain their
operational efficiencies and standards.

With respect to the comment that areas adjacent to terminal gates were severely limited,
SACL acknowledge that while some space limitations do exist, the areas meet all relevant
Australian and International standards. SACL note that the limitation has resulted from having
to build the number of aircraft parking positions needed to satisfy airline demand, in a space
constrained area. Agreement has been reached with the ground handlers as to the amount of
space required at each gate for equipment. This has been clearly marked.   

Freight equipment storage sites

The quality of freight equipment storage sites at Sydney Airport was assessed through airline
surveys.

Freight facilities were rated from ‘very poor’ to ‘good’ by airlines.  Seven comments were
received from airlines.  Four airlines commented that existing freight equipment storage sites
were congested and there were insufficient areas made available to aircraft. However, one
airline stated that space was sufficient.  Another airline noted that a single airside road was
used by all airside aviation parties to service equipment, which severely limited equipment
movement.
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In response to the above comments SACL stated that  there is approximately 10,000 sqm of
ULD and GSE storage for the cargo terminal operators at Sydney Airport. A similar area is
set aside for cargo staging adjacent to the SIT. The Northern lands precinct (4 hectares) is
currently being developed to accommodate several new and or expanded freight handling
terminals and freight related SGSE equipment and container storage sites. This area is
expected to be available in 2003/04.

Regarding the single airside road, SACL note that the road was widened in 2000 (completed
in July) from 2 lanes to 4 to allow for slow vehicle passing. The constrained nature of the
Sydney Airport site makes it impossible to provide a second airside road. SACL further note
that prior to the project commencing in late 1999, the airlines were consulted on the
proposed solution to the delay problem on the road and supported the proposal.

Aerobridges

The quality of aerobridges at Sydney Airport was assessed through airline surveys and
information provided by SACL.

Sydney Airport had 27 aerobridges available to service international aircraft at 30 June
2000, with 77.1% of embarking passengers using an aerobridge over the 1999/00 financial
year. About 74.7% of disembarking passengers used an aerobridge over the same period.

Seven airlines rated the availability of aerobridges as ‘very poor’ to ‘poor’, with a further six
airlines rating them as ‘satisfactory’ and a further nine rating them as ‘good’.  The standard of
aerobridges was mostly rated from ‘very poor’ to ‘good’.

Fifteen airlines commented upon the availability and standard of aerobridges. The comments
focused on three major concerns.  Firstly airlines noted that the new aerobridges in the
terminal were prone to breakdown, by refusing to extend and retract. This resulted in delays.
Secondly airlines noted that there was a lot of rubbish left within the aerobridges.  Finally,
airlines expressed concerns about the general availability of aerobridges, especially during the
recent construction.

In response to the above comments regarding the availability of aerobridges, SACL
commented that 20 new aerobridges were provided as part of the SA2000 project and were
available by August 2000. Although there have been some commissioning issues, most have
been resolved and remaining issues are being addressed. The aerobridges are operated by
airline staff and training staff has been a problem due to availability of staff.  A program of
staff training is ongoing.

Regarding aerobridge rubbish, SACL has brought the issue to the attention of the Airline
Operators committee at Sydney Airport.  The large proportion of rubbish in aerobridges is
left there by airline operators previously using the bay. While there are regular patrols by
cleaners of aerobridges, unless the Airport is advised that rubbish has been left, it is likely that
in peak hours the next user of the facility will find the rubbish. SACL is working with the
airlines to find an economic solution to the problem.

SACL further comment that through the period of the SA2000 construction, the use of
aerobridges declined while the new or refitted aerobridges were being installed, necessitating
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the bussing of some arriving and departing flights. However, following the final commissioning
of the project in July 2000, on average 98% of all SIT passengers were embarking or
disembarking via an aerobridge.

Check-in facilities

The quality of check-in facilities at Sydney Airport was assessed through airline surveys,
passenger perception surveys and information provided by SACL.

Sydney Airport had 192 check-in desks as at 30 June 2000.  This was 62 more than at the
same time last year.

Airlines mostly rated check-in facilities at Sydney Airport as ‘satisfactory’ to ‘good’. Three
airlines rated the availability of check-in facilities as ‘poor’ and seven airlines rated their
standard as ‘very poor’ to ‘poor’. Three airlines believe that the availability of check-in
facilities was ‘excellent’, and one airline stated the standard was excellent’.

Several comments received from airlines suggested that there was some congestion at check-
in during peak periods. Other comments noted frequent problems with phones, flight
information displays and O.H.& S issues concerning bag knockdown devices at takeaway
belts.

Passengers surveyed, rated the check in waiting time at Sydney Airport as ‘good’ to
‘excellent’.

In response to airline comments SACL stated that during construction there was a reduction
in floor space around the check-in counters while new facilities were being constructed;
however, the minimum number of check-in counters (62) was not reduced through the
SA2000 project. 192 check-in counters will be available from August 2000.

Regarding phones at check-in counters, SACL comment that all these facilities were
upgraded during the SA2000 project. Although there have been some commissioning issues,
most have been resolved.  SACL has a program to introduce more efficient bag knockdown
devices, which have been designed in association with check-in counter staff managers.

Government inspection

The quality of government inspection at Sydney Airport was assessed using passenger
perception surveys, a survey of ACS and information provided by SACL.

Sydney Airport had 62 inbound immigration desks and 54 outbound immigration desks at 30
June 2000.

Passengers surveyed, rated the Government inspection waiting times for both outbound and
inbound services as ‘good’ to ‘excellent’.

ACS rated the adequacy of areas provided for circulation and queuing at immigration
(arrivals) as ‘good’ to ‘excellent’.  ACS also rated signage, lighting, desks and passenger
facilities for immigration (arrivals) at Sydney Airport as ‘good’ to excellent’. The quality of
immigration facilities for departing passengers was rated as ‘good’.
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Security

The quality of security at Sydney Airport was assessed using passenger perception surveys
and information provided by SACL.

Sydney Airport had eleven security clearance systems at 30 June 2000. This is five more
than at the same time last year.

Passengers rated the quality of passenger screening at Sydney Airport as ‘good’ to
‘excellent’.

Gate lounges

The quality of gate lounges was assessed using passenger perception surveys and information
provided by SACL.

At 30 June 2000, there were 3169 seats provided in gate lounges at Sydney Airport. At the
same time last year Sydney Airport was recorded as having 2167 seats in gate lounges.

Passengers surveyed rated the comfort, cleanliness and availability of seating in the gate
lounges as ‘good’ to ‘excellent’. Passengers also rated the size of gate lounge areas as
‘good’ to ‘excellent’.

Baggage processing facilities and trolleys

The quality of baggage processing facilities and trolleys at Sydney Airport was assessed
through airline surveys, passenger perception surveys, a survey of ACS and information
provided by SACL.

At 30 June 2000, Sydney Airport had a baggage system with a capacity of 7128 bags per
hour for outbound baggage, and 11325 bags per hour for inbound baggage. Compared to
the 98/99 period Sydney Airport could accommodate 2188 more bags per hour outbound
and 3975 more bags per hour inbound.

Airlines rated the baggage handling system at Sydney Airport as ‘very poor’ to ‘excellent’.
Ten out of the twenty-three airlines surveyed rated the availability of baggage processing
facilities as ‘satisfactory’, three airlines rated it as ‘good’, one airline rated it ‘excellent’ and
seven rated it as ‘very poor’ or ‘poor’.  The standard of baggage processing facilities was
rated somewhat lower. Twelve airlines rated the standard of baggage processing facilities as
‘very poor’ to ‘poor’ and six airlines rated it as ‘satisfactory’. One airline rated it as ‘good’
and a further two airlines rated the facilities as ‘excellent’. Comments received from airlines
expressed the view that the baggage system was unreliable and prone to breakdowns. One
airline commented that the new baggage handling system was as yet unproven. Airlines also
commented that the breakdowns resulted in delays and additional costs being borne by the
carriers.

Passengers surveyed rated the baggage circulation space at Sydney Airport as ‘good’ to
excellent’. Passengers similarly rated both the baggage reclaim facility and the information
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displays at baggage reclaim as’ good’ to ‘excellent’. With regard to trolleys at Sydney
Airport, passengers rated this service/facility as ‘good’ to ‘excellent’.

ACS rated the adequacy of space, signage, position, access, security and passenger
inspection facilities at Sydney Airport as ‘good’.  Comments received indicated that the ITC
examination area needs to be reconfigured to increase the number of examination benches to
two. ITB was only recently built under the SA2000- works program.

In response to the airline comments, SACL stated that during the commissioning of the
expanded Baggage Handling System (BHS) there were some problems, however, these
appear to be rectified.  SACL has a series of contingency plans to assist the airlines and
passengers in the event of a baggage problem.

Regarding the ACS comment about the need to reconfigure the ITC Baggage Examining
area, SACL commented that this request has been raised through the local Facilitation
Committee, the main obstacle to rectifying the situation being then lack of space in the area
for an additional AQIS bench. SACL will continue to work with ACS to resolve the matter
satisfactorily.

Flight information displays

The quality of flight information displays at Sydney Airport was assessed using passenger
perception surveys.

Passengers rated the clarity and convenience of flight information displays as ‘good’ to
‘excellent’.

Washrooms

The quality of washrooms at Sydney Airport was assessed using passenger perception
surveys.

Passengers rated the standard of the washrooms as ‘good’ to ‘excellent’.

Car parking and kerbside access

The quality of car parking and kerbside access at Sydney Airport was assessed using
passenger perception surveys and information provided by SACL.

Sydney Airport had 2020 international and 1867 long-term car parking spaces at 30 June
2000. Compared to the 98/99 period, Sydney Airport increased the number of international
car parks by 656 and the number of long term car parking spaces by 547.

Passengers using the international car parking facilities at Sydney Airport rated the standard
and availability of car parking as ‘good’  Passengers rated the time taken to get into the
international car park at Sydney Airport as ‘good’ to ‘excellent’.

Kerbside access at Sydney Airport was also surveyed.  Kerbside access is required to allow
passengers to be dropped off and picked up by taxis, busses and other vehicles.  Passengers
surveyed rated waiting time for taxis as ‘good’ to ‘excellent’.  Passengers also rated the
space provided for taxis as ‘average’ to ‘good’.
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Consultation with airlines

The quality of SACL’s consultation procedures was assessed through airline surveys and a
survey of ACS.

Airlines rated SACL’s responsiveness to their concerns from ‘very poor’ to ‘good’.  Six
airlines rated SACL’s consultation procedures as ‘good’, nine rated them as ‘satisfactory’,
four rated them as ‘poor’, and one airline rated them as ‘very poor’.  Two responses
indicated that the new line managers were responsive to operational issues on a day to day
level.  However, ten airlines commented that communication between SACL and themselves
needed improvement and that many issues were not responded to by SACL in a timely
manner. Similar ratings and comments regarding SACL’s communications with airlines were
recorded in the 98/99 Regulatory report.

ACS rated SACL’s responsiveness to concerns as ‘excellent’.

In response to Airline comments regarding consultation, SACL stated that:

With the completion of the SA2000 project and a more stable environment in the SIT, the normal
communications channels such as the monthly Facilitation Committee and the Airline Operators
Committee are providing a routine method for multi-user matters to be discussed and resolved.
Customers with individual concerns have easy access to both duty staff at the SIT and Senior
Management on request. Timeliness of response is usually related to the complexity of the issue and any
other parties that have to be consulted. A reorganisation internally of SACL’s Aviation group, effective
March 2001, has been considered and addressed on-going concerns of the airlines for better
communications with SACL and will provide some additional resources for regular consultation.

SACL was concerned to identify precisely the areas for improvement noted by airlines in the 1998-99
ACCC survey results. Accordingly, each of the airlines responding to the survey were contacted by
SACL and asked for more information on their criticisms of Sydney Airports’ performance. Only two of
the airlines provided responses to this letter. Finally, litigation launched by the airlines over the aero-
pricing proposal and alleged SA2000 disruption does place an obvious constraint on communication
with the airlines.
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3. Regulatory accounts reporting

This section reports on Sydney Airport’s financial accounts.  It begins by outlining the
financial reporting requirements under the Airports Act and is followed by a summary of
figures from the Sydney Airport financial accounts for the 1999/00 period.

3.1 The ACCC’s approach

Part 7 of the Airports Act requires SACL to provide the ACCC with annual financial
accounts for Sydney Airport within 90 days after 30 June for any given year. The accounts
required include a Profit and Loss Statement, a Balance Sheet, and a Statement of Cash
Flows. In addition to this, other supporting information, such as statements on accounting
policies and cost disaggregations between aeronautical and non-aeronautical costs are
required.

All information provided to the ACCC must be audited.  To authenticate this, a director’s
responsibility statement must be signed by at least two directors, stating that the regulatory
accounting statements and supporting schedules are presented ‘fairly’ and in accordance with
the guidelines, the Airports Act, and the regulations made pursuant to that Act.

 SACL lodged its audited regulatory accounts with the ACCC in the required 90 days
following the end of the financial year.  The ACCC concluded that SACL had prepared its
accounts in accordance with the guidelines.

3.2 Sydney Airports Corporation Limited, regulatory accounts
1999/00

SACL reported on a period of activity from 1 July 1999 to 30 June 2000.  Over the entire
airport, a profit after interest and tax of $42.8 million was reported.

As at 30 June 2000, SACL controlled total assets valued at $3,251.0 million. Property,
Plant and Equipment represented most of this total at $3,061.5 million. SACL’s independent
auditors attested to the appropriateness of its systems and records which enabled it to
comply with the requirement to separate accounting information between aeronautical and
non-aeronautical activities.  SACL employed an activity based costing model for this purpose
and described it as follows:

The ABC model relies on three stage process to allocate expenses, initially to activities and
ultimately to Aeronautical and Non-Aeronautical services. Over 2,500 split rules are used to allocate
expenses to activities and services.  In line with changes to its activities and organisational structure
during the past 12 months.  SACL has enhanced its ABC model to incorporate additional activities
and services to better reflect the nature of its business operations in the 1999/2000 financial year. 1

Some of the more prominent account items and ‘drivers’ were as follows.

                                                

1 SACL’s Regulatory Accounting Statements for the Financial year Ended June 2000 p 9.
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• Depreciation was traced to each asset;

• Australian Protective Services were allocated on a landed tonne basis;

• Other expenses were allocated by:   square metres for functions within the terminal;
     staff functions; or

    resource usage for each activity.

A summary of the regulatory accounts is attached at Appendix 5.
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 4. Monitoring of aeronautically related services.

This section covers the ACCC’s role in the monitoring of aeronautically related services. This
section begins with an outline of the ACCC’s approach to monitoring and is followed by a
report on the activities of Sydney Airport for the 1999/00 financial year.

The ACCC also reported on the operational statistics of Sydney Airport.  Details of these
statistics can be found in Appendix 6.

4.1 The ACCC’s monitoring role

In May 1998, the Treasurer directed that aeronautically related services be the subject of
formal price monitoring pursuant to section 27A of the PS Act.  The monitoring covers the
costs, revenues and profits of an airport. The rationale for monitoring is that airport operators
may exert significant market power in relation to the monitored services at individual airports.
As such, the Government considered that these services should be monitored for misuse of
any market power the airport operator may have in setting prices.

Aeronautically related services include aircraft refuelling, aircraft maintenance sites and
buildings, freight facilities, and car parking.  A full list of aeronautically related services is
given in the Treasurer’s Direction no. 21, available on the ACCC’s web site.  For a more
complete outline of the ACCC’s monitoring role, see the publication titled “Economic
Regulation of Airports”.

Under section 27B of the PS Act, the ACCC is required to report annually to the Treasurer
on its formal price monitoring activities.  The ACCC is also required to make its reports
publicly available.

In exercising its role in this area, the ACCC may investigate particular pricing issues where
users have raised concerns and it appears that the airport operator may have taken
advantage of its market power.

4.2 Price monitoring –Sydney Airport, 1999/00

SACL provided data to the ACCC for the year ending 30 June 2000.  The data is
summarised in tables 3 and 4 below, and includes revenues and costs for services related to:
• aircraft refuelling;
• aircraft maintenance sites and buildings;
• freight equipment storage sites;
• freight facility sites and buildings;
• ground support equipment sites;
• check-in counters and related facilities; and
• public and staff car parks.

 

 

 Table 3: Monitored services: aero-related costs for the periods ended 30 June 1999 and 30 June 2000
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 Costs  Aero-Related services
1998-99 Total (1)

 Aero-Related services
1999-00
 Total (1)

 AERO-RELATED SERVICES  $’000  $‘000

 Refuelling services  978  806

 Aircraft maintenance sites & buildings  9,208  6,541

 Freight equipment storage sites  83  69

 Cargo facility sites & buildings  2,221  1,560

 Ground support equipment sites  -  -

 Check-in counters and related facilities (2)  2,034  2,464

 Public car parking and staff parking  12,894  16,511

 TOTAL AERO-RELATED COSTS  27,418  27,951

 
 Notes:
 1. Costs exclude amortisation of intangibles and interest.

2. At terminals operated by airport-operator companies.
3. For information on cost allocation see the accounts reporting section 3.2.

 Table 4: Monitored services: aero-related revenue for the periods ended 30 June 1999 and 30 June
2000

 Description  Basis of Charge(s)  Revenue $‘000

 1998-99

 Revenue
$‘000

 1999-00

 AERO-RELATED SERVICES    

 Refuelling services  $ per square metre  1,057  1,071

 Aircraft maintenance sites & buildings  $ per square metre  9,077  9,353

 Freight equipment storage sites  $ per square metre  143  143

 Cargo facility sites & buildings  $ per square metre  1,515  1,539

 Check-in counters and related facilities (2)  $ per hour  4,126  4,959

 Service desks  $ per hour  376  356

 Public car parking2  Various  37,407  43,635

 Staff car parking  Various  1,730  1,965

 TOTAL AERO-RELATED REVENUE   55,431  63,021

 

 It is important to note that the costs do not include borrowing costs or interest expense.
Interest costs were significant, amounting to $57.5 million for the airport.  The ACCC asked

                                                

2 Car Parking Rates: First 30 minutes $6, 31-60 mins $9, 1 – 2 hours $13, 2 – 3 hours $15, 3 – 4 hours $18, 4 – 5
hours $23, 5 – 24 hours $30.  Long stay car park:  first 2 days $30 per day, everyday thereafter $11 per day.
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that interest costs be excluded because their allocation to services would have involved a
degree of subjectivity.  However, the ACCC acknowledges that an allocation that recognises
a cost of capital would be appropriate in any detailed analysis.
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 Appendix 1: Outline of quality of service indicators
 The regulations to the Airports Act specify performance indicators to be used in quality of
service monitoring.  These cover a range of services and infrastructure for which the airport
operator has some, or complete influence over.  An outline of the indicators and the source
of data for each is given in Table 5 below.

While, during the reporting period, the Regulations did not require SACL to provide
information on the relevant performance indicators, it agreed to provide the Commission with
information for the 1999/00 financial year.
 

 Table 5:  Quality of service indicators

 Service/
Infrastructure

 Type of indicator  Source of data

 Runways, apron ,
taxiway system

• Average aircraft movements in 30/60 busiest
half hours per month.

• Various delay indicators.

• Airlines and Airservices Australia
questionnaire regarding adequacy of
facilities.

 Airservices Australia;

 Airservices Australia;

 

 Survey of airlines

 

 Gates
• Number of aircraft parking bays.

• Satisfaction with the standard and availability
of facilities.

 Airport operator;

 
Survey of airlines

 Ground service
equipment

• Satisfaction with the standard and availability
of facilities.

 Survey of airlines

 Freight facilities
• Satisfaction with the standard and availability

of facilities.
 Survey of airlines

 Aerobridges • Number of aerobridges

• Number and percentage of passengers using
aerobridges for boarding and disembarkation

• Satisfaction with the standard and availability
of the facilities

 Airport operator

 Airport operator

 

 Survey of airlines

 Check-in • Number of desks

• Number of hours when more than 80 per cent
of check-in desks are open

• Satisfaction with the standard and availability
of facilities

 Airport operator

 Survey of airlines

 

 Passenger perception
survey
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• Satisfaction with waiting time

 Service/
Infrastructure

Type of Indicator  Source

 Government
inspection

 

 

• Number of desks.  

 Security • Number of clearance systems

• Satisfaction with the system.

 Airport operator

 Passenger perception
survey

 Gate lounges • Number of seats in gate lounges

• Satisfaction regarding quality and availability
of seating and crowding

 Airport operator

 Passenger perception
survey

 

 Baggage trolleys • Passenger satisfaction with findability of
trolleys.

 Passenger perception
survey

 Flight information
display and signs

• Passenger satisfaction with the system.  Passenger perception
survey

 Washrooms • Passenger satisfaction with the standard of
facilities.

 Passenger perception
survey

 Car parking • Number of car parking spaces.

• Throughput of the car park.

• Passenger satisfaction with standard of
facilities and availability of spaces and time
taken to get into car park.

 Airport operator

 Airport operator

 Passenger perception
survey

 Kerbside access • Passenger satisfaction with space and waiting
time for taxis.

 Passenger perception
survey
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Appendix 2: Passenger perception survey results
 SACL commissioned an independent, registered market research company, Marketshare
Pty Ltd, to conduct the passenger perception survey at Sydney Airport. The survey was
conducted over a two-week period from 16 to 29 June 2000.  Additional interviews were
also conducted on July 2 2000.  The interviews took place between 6.00am and 10.00pm
each day at Sydney Airport’s International and Domestic Terminals.

Passengers were asked to rate their level of satisfaction on a five-point scale:

  1                   2               3                  4           5

 Extremely          Poor      neither good       Good Excellent
 poor                                               nor poor (average)

The survey covered check-in, government inspection, security, gate lounges, baggage
handling and collection, information display, washrooms, and car parking. As can be seen
from the graph on the following page, the results of the passenger perception survey indicate
that most services achieved a rating of 4 or above, which indicates that passengers were
‘somewhat satisfied’ with the quality of services/facilities at Sydney Airport.
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Passenger Survey Results 1999/00
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 Appendix 3:   Airline survey results

 The Commission received surveys from twenty-three airlines that used Sydney Airport over
the 1999/00 year.  These airlines were: Aerolineas Argentinas, Air Caledonie, Air Nauru,
Ansett Australia, British Airways, Air New Zealand, Air Pacific Limited, Air Canada, Cathay
Pacific, Egyptair, Gulf Air, FNA Airways, Japan Airlines, KLM Royal Dutch Airlines,
Korean Air, Lauda Air, Malaysian Airlines, Qantas, Singapore Airlines, South African
Airways, Sri Lankan Airlines Thai Airways International and United Airlines.

 Ratings were given with regard to both the availability and standard of facilities.  Under
availability, the Commission sought from airlines an assessment of the absence of delays in
being able to use infrastructure and equipment.  Under standard, the Commission sought an
assessment of the capability of equipment to perform the functions intended and its reliability.

 Table  6:   Responses from airline survey

 Facility  Aspect  Very
Poor

 Poor  Satisfactory  Good  Excellent

 Runways  Availability   2  7  8  5

  Standard    5  15  2

 Aprons  Availability   2  11  8  1

  Standard   3  5  12  2

 Taxiways  Availability   1  7  10  3

  Standard   1  5  12  3

 Gates  Availability  1  5  5  9  1

  Standard  1  5  5  9  1

 Aerobridges  Availability  3  4  6  9  

  Standard  2  7  7  6  

 Ground service
equipment storage

 Availability  1  6  4  5  1

  Standard  1  6  4  5  1

 Freight equipment
storage sites

 Availability  1  3  8  5  

  Standard   4  8  5  

 Check in facilities  Availability   3  10  6  3

  Standard  2  5  7  7  1
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 Baggage processing
facilities

 Availability  3  4  10  3  1

  Standard  6  6  6  1  2

 Addressing airline
concerns

  1  4  9  6  
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Appendix 4:   Static indicators provided by SACL.
 Airport operators are required to report on the ‘static indicators’ of an airport for each year.
The ‘static indicators’ as they relate to Sydney Airport are given in Table 7 below, and will
be used in future years monitoring reports to assess changes in quality of service.

Table 7: Static indicators as provided by SACL

 Indicator  At 30 June  At 30 June

       1999       2000

 Number of (international) aircraft parking bays at 30 June 2000  24  39

 Number of aerobridges at 30 June 2000  8  27

 Percentage of passengers (embarking) using an aerobridge  80.8%  77.1%

 Percentage of passengers (disembarking) using an aerobridge  76.2%  74.7%

 Number of check-in desks – managed by SACL

                                           -   managed by Qantas Airways

 108

     22

 

 

 Number of baggage inspection desks  35  45

 Number of inbound immigration desks  62  62

 Number of outbound immigration desks  54  54

 Number of security clearance systems  7  11

 Number of seats in gate lounges  2167  3169

 Capacity of outbound baggage handling equipment (bags per hour)  4940  7128

 Capacity of inbound baggage reclaim system (bags per hour)  7350  11325

 Number of car park spaces –  International

-  Domestic

-  Long Term Car Park

 1364

 3140

 1320

 2020

 2519

 1867

 Throughput of the car park –    International

- Domestic

- Long Term

 1,685,585

 1,152,527

 59,564

 1,720,975

 1,162,890

 70,445
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Appendix 5:   Sydney Airports Corporation Limited
accounts summary

Profit and loss account for the period ended 30 June 20003

Description Audited
financial
statement

s

Aero
services

Non-Aero
services

1999-00 1999-00 1999-00

Description $’000 $’000 $’000

Revenue
Aeronautical revenue 120,052 120,052
Non-Aeronautical revenue 190,001 190,001

    Other 2,649

Total Revenue 312,702 120,052 190,001

Expenditure
Salaries and wages 37,293 27,712 9,581
Depreciation 70,203 46,654 23,549
Services and utilities 29,022 14,871 14,151
Property Maintenance 17,268 13,031 4,237
Australian Protective Service costs 6,515 6,515 0
Other costs 32,242 17,220 15,022

Total Expenditure 192,543 126,003 66,540

Operating Profit/(Loss) 120,159 (5,951) 123,461

Abnormal items - - -

Earnings Before borrowing costs and
Tax

120,159 (5,951) 123,461

Net borrowing Costs 57,463

Operating profit before income tax 62,696

Income tax 19,854

Operating profit after income tax 42,842

Dividends paid or provided 25,744

Increase to Retained Earnings 17,098

Total revenue including interest
income

313,992

* Note: costs do not include amortisation of intangible assets or borrowing costs.

                                                

3 The Commission did not require an allocation of costs related to amo rtisation or interest expense
because any allocation between aeronautical and non-aeronautical services is likely to be arbitrary.
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Profit and loss account for the period ended 30 June 19994

Description Audited
financial

statements

Aero
services

Non-Aero
services

Description $’000 $’000 $’000

Revenue
Aeronautical revenue 113,704 113,704
Non-Aeronautical revenue 180,514 180,514

    Interest and dividend revenue 3,241

Total Revenue 297,459 113,704 180,514

Expenditure
Salaries and wages 32,927 25,490 7,437
Depreciation 56,935 35,934 21,001
Services and utilities 21,919 10,278 11,641
Property Maintenance 16,436 12,611 3,825
Australian Protective Service costs 6,383 6,383 0
Other costs 25,904 14,224 11,680

Total Expenditure 160,504 104,920 55,584

Operating Profit/(Loss) 136,955 8,784 124,930

Abnormal items - - -

Earnings Before borrowing costs
and Tax

136,955 8,784 124,930

Borrowing Costs 43,630

Operating profit before tax 93,325

Tax charge 45,353

Operating profit after tax 47,972

Dividends paid 29,038

Retained Earnings 18,934

* Note: costs do not include amortisation of intangible assets or borrowing costs.

                                                

4 The Commission did not require an allocation of costs related to amortisation or interest expense
because any allocation between aeronautical and non-aeronautical services is likely to be arbitrary.
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Balance sheet for the period ended 30 June 2000

Description Audited
financial
statement

s

Aero
services

Non-Aero
services

1999-00 1999-00 1999-00
$’000 $’000 $’000

CURRENT ASSETS
Cash 7,382
Receivables 23,266  9,360 7,808
Inventories -
Accrued revenue 7,757 96 7,661
Other 7,705

Total current assets 46,110

NON-CURRENT ASSETS
Receivables 10,000
 Investments 34,190
Property, plant & equipment 3,061,503 1,574,081 1,487,422
Work in progress 90,357
Other 8,841

Total non-current assets 3,204,891

TOTAL ASSETS 3,251,001

CURRENT LIABILITIES
Accounts payable 68,961
Borrowings 9,000
Provisions 24,346  4,813 1,665

Total current liabilities 102,307

NON-CURRENT LIABILITIES

Borrowings 1,216,000
Provisions 14,873 684 236

Total non-current liabilities 1,230,873

TOTAL LIABILITIES 1,333,180

NET ASSETS/(LIABILITIES) 1,917,821

SHAREHOLDER’S
EQUITY
Share capital 794,000
Reserves 1,087,789 274,340 813,449
Retained profits 36,032

TOTAL SHAREHOLDER’S
EQUITY

1,917,821

Retained profits at the start of the
year

18,934

Movements:
Profit for the year 17,098

Retained profits at the end of the
year

36,032
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Balance sheet for the period ended 30 June 1999

Description Audited
financial

statements

Aero
services

Non-Aero
services

$’000 $’000 $’000
CURRENT ASSETS
Cash 1,987
Receivables 68,815  8,286 7,629
Inventories -
Accrued revenue -
Prepayments 4,089

Total current assets 74,891

NON-CURRENT ASSETS
Receivables 10,000
 Investments 3,398
Property, plant & equipment 2,573,272 1,174,452 1,398,820
Work in progress 249,042
Other 13,790

Total non-current assets 2,849,502

TOTAL ASSETS 2,924,393

CURRENT LIABILITIES
Accounts payable 52,846
Borrowings 49,000
Provisions 66,173  4,354 1,306

Total current liabilities 168,019

NON-CURRENT LIABILITIES

Borrowings 850,000
Provisions 5,651 745 223

Total non-current liabilities 855,651

TOTAL LIABILITIES 1,023,670

NET ASSETS/(LIABILITIES) 1,900,723

SHAREHOLDER’S EQUITY
Share capital 794,000
Reserves 1,087,789 274,340 813,449
Retained profits 18,934

TOTAL SHAREHOLDER’S EQUITY 1,900,723

Accumulated profit/loss at the start of the year -
Movements:
Profit/loss for the year 18,934

Accumulated profit/loss at the end of the year 18,934
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Cash Flow Statement for the periods ending 30 June 2000 & 30 June 1999

Audited Financial

Statements 1998-99

Audited Financial

Statements 1999-00

$’000 $’000

Cash flows from operating activities

Inflows:

Receipts from customers 290,732 309,945

Interest received 2,562    1,290

Dividends received -       755

Outflows:

Payments to suppliers and employees (88,714) (126,504)

Borrowing costs paid (45,605)  (50,921)

Income tax paid -  (47,193)

Net cash flows provided operating

activities

158,975   87,372

Cash flows from investing activities

Inflows:

Proceeds from short term deposits -   13,955

Proceeds from sale of property, plant

and equipment

325       194

Liquidation of investments in

subsidiaries

-        628

Advances to related parties -     1,089

Other -            -

Outflows:

Acquisition of property, plant and

equipment

(322,492)   (382,605)

Payment for business (net of cash

required)

(1,349,940) -

Cash outflow for short term deposits (13,955) -

Advances to related parties (2,401) -

Cash paid for purchase of controlled

entities

(43,998) -

Capitalised borrowing costs (4,003)    (11,667)

Net cash flows from investing activities (1,736,464)  (378,406)

Cash flows from financing activities

Inflows:

Share issue 794,000 -

Proceeds from borrowings 1,582,500    375,000

Outflows:

Repayment of borrowings – bank

loans

-    (49,000)

Repayment of borrowings –

shareholder loans

(783,500) -

Dividends paid (13,524)    (29,571)

Net cash flows provided from financing

activities

1,579,476

   296,429

Net Increase in cash held 1,987        5,395

Add opening cash brought forward -        1,987

Closing Cash 1,987        7,382
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Sydney Airports Corporation limited regulatory accounts

Significant Accounting Policies

This special purpose financial report has been prepared in accordance with the requirements of the
Regulatory Information Requirements under Part 7 of the Airports Act 1996 and Sections 21 and 27A of
the Prices Surveillance Act 1983 – Guideline Version No. 2 – September 1998, for Sydney Airport.

It has been prepared on the basis of historical costs and except where stated, does not take into account
changing money values or current valuations of non-current assets.

Sydney Airports Corporation Limited (SACL) was incorporated on 28 May 1998 and commenced
operations on 1 July 1998.  This twelve month period represents SACL’s second year under which these
reports have been prepared.

Changes in accounting policies

The accounting policies adopted are consistent with those of the previous financial year.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefit will flow to the entity
and the revenue can be reliably measured. Revenue principally comprises:

Aeronautical revenue

Aeronautical revenue is recognised based on aircraft landings at the invoiced amount of landing fees
and international terminal charges (where applicable) and charges for the recovery of counter terrorist
first response costs (where applicable), which are based on the maximum take off weight of an aircraft.
Aeronautical  revenue also includes time based aircraft parking fees and tonnage based passenger and
baggage screening charges.

Also recognised as Aeronautical revenue in this financial report are: check-in counter revenue; domestic
terminal infrastructure charges; and parking infringement notices, being reimbursement of costs for
administering parking infringements on behalf of the Commonwealth Government; and, any proceeds of
sale in relation to aeronautical assets.

Non-Aeronautical revenue

Non-Aeronautical revenue represents the following classes of revenue:

Retail revenue

Retail revenue comprises rental due from tenants whose activities include: duty free; food and beverage;
other retail; banking and currency; and advertising.

Property revenue

Property revenue is recognised on the invoiced amount of rent due from airport property , including
terminals, buildings and other leased areas.

Commercial trading revenue

Commercial trading revenue comprises time based charges from public and staff car parking and
concession charges from car rental.
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Asset sales

Asset sales revenue in relation to non-aeronautical assets, is recorded as the proceeds from sale. The
profit on sale is recognised as the difference between the proceeds and the carrying value of the assets
sold, net of selling costs.

Income Tax

Tax effect accounting principles are observed  whereby income tax expense for the period is matched
with the pre-tax result adjusted for permanent differences.  The account “Provision for deferred income
tax” records the income tax effect of items, which will cause taxable income to be higher than book profits
in the future.  “Future income tax benefits” records the income tax effect of items, which cause taxable
income to be lower than book profits in the future.

Where assets are revalued no provision for potential capital gains has been made.

The deferred tax balances have been adjusted for the decreased corporate tax rate of 34% for the tax year
2000-2001 and 30% thereafter. The adjustment recognises the reversal of timing differences that will
occur within the 2000-2001 or later income tax year at which time tax will be attributed at a lower rate.  The
corresponding adjustment has been charged to income tax expense.

Cash

For the purposes of the Statement of Cash Flows, cash included cash in hand and in banks, and money
market investments readily convertible to cash within two working days, net of outstanding bank
overdrafts.

Receivables

Trade receivables are recorded at amounts due less any provision for doubtful debts.  Credit sales are on
30-day terms.

Investments

Investments are valued at the lower of cost and net realisable value.  Dividend income is taken into
profits once the receipt of revenue is controlled.

Short Term Deposits

Short term deposits are recorded at face value.

Property, plant and equipment

Cost and Valuation

The cost of non-current assets constructed by SACL includes all direct costs incurred. These costs
include materials, labour, borrowing costs, and other directly related expenditure.

Items of property, plant and equipment comprising a class of non-current assets are revalued at the same
date on a consistent basis.  Revaluations will be conducted at least each three years. Where assets have
been revalued, the potential effect of the capital gains tax on disposal has not been taken into account in
the determination of the revalued carrying amount.

Depreciation and amortisation
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Property, plant and equipment assets are depreciated on a straight line basis at various rates being the
shorter of the average useful life for that asset type and the remaining period of the lease.  Where assets
have been revalued, depreciation is charged on the adjusted amount.  Leasehold improvements are
amortised over the remaining period of the lease or estimated useful life, whichever is the shorter, using
the straight line method.

The original estimated useful lives of each class of asset are:

Leasehold land term of the lease
Leasehold buildings 5-60 years

Runways, taxiways and aprons 2-99 years

Other infrastructure 9-40 years

Operational plant and equipment 14-20 years

Other plant and equipment 1-20 years

Assets acquired

Assets acquired are recorded at the cost of the acquisition, being the purchase consideration plus costs
incidental to the acquisition.

Recoverable amount

Where the carrying value of non-current assets exceeds their recoverable amount, the assets are written
down to their recoverable amount.  In determining recoverable amount, the expected net cash flows have
been discounted to their present value using a market-determined risk-adjusted discount rate.

Maintenance

Major periodic maintenance expenditure on runways, taxiways and aprons is capitalised and written off
over the period between major repairs.  This recognises that major maintenance will increase the value of
the asset and apportion the cost over the period of related benefit.  Other maintenance costs are
expensed as incurred.

Borrowing costs

Establishment costs are amortised on a straight-line basis over the term of the applicable borrowings.

Borrowing costs comprise interest and the amortisation of costs incurred in establishing borrowing
facilities.

Where borrowings are specifically incurred in relation to qualifying assets, the actual borrowing costs
are capitalised to those assets.  Where borrowings are not specifically incurred in relation to qualifying
assets the capitalisation rate is determined as the proportion of the total borrowing costs which relate to
the capital development.  Borrowing costs are capitalised up to the date when the asset is substantially
complete and ready for use and are subsequently amortised over the useful life of the asset.

Employee entitlements

In respect of Sydney Airports defined benefits superannuation plans, any contributions made to the
superannuation funds by the company are charged against profits when due.

Provision is made for employee benefits and related on costs accumulated as a result of employees
rendering services up to balance date.  The benefits include wages and salaries, incentives, annual leave,
and long service leave.  Provisions made in respect of employee entitlements expected to be settled
within 12 months are measured at their nominal values and those not expected to be settled within 12
months are measured at the present value of the estimated future cash outflows. In determining the
present value of future cash outflows, the interest rates attached to government guaranteed securities,
which have terms to maturity approximating the terms of the related liability are used.
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Foreign currencies

Transactions in foreign currencies are converted to local currency at the rate of exchange ruling at the
date of the transaction.  Amounts payable to and by SACL that are outstanding at the balance date and
are denominated in foreign currencies have been converted to local currency using the rates of exchange
ruling at the end of the financial year. Resulting exchange gains and losses are included in the operating
result for the financial year.

Liabilities

Amounts payable to other parties are recorded at the principal amount.  Trade payables are normally
settled within 30 days. Settlement terms for other liabilities are set out in the respective notes.

Dividends payable

Dividends payable are recorded when proposed.

Derivative financial instruments

Derivative financial instruments, predominantly interest rate swaps and forward foreign exchange
contracts, are transacted to manage financial risk.  Speculative trading is specifically prohibited by
policy.

Interest income and expense incurred under interest rate swap contracts is recognised in the profit and
loss statement on the same basis as the interest on the underlying financial liabilities.  The carrying
amounts of interest rate swaps, being a net interest receivable or payable, are accrued and included in the
assets or liabilities respectively.

Gains and losses on other derivative instruments are accounted for on the same basis as the underlying
exposures that are being hedged.  Accordingly, these gains and losses are brought to account when the
gains and losses arising on the underlying exposures are recognised in the profit and loss statement.

Contributed equity

Ordinary share capital is recognised at the fair value of the consideration received by the company.

Fair value

Fair values are determined by reference to purchasing prices in appropriate markets at the time of
valuation.

Comparatives

Comparative information is not required under the Regulatory Information Requirements Part 7 of the
Airports Act 1996 and Sections 21 and 27A of the Prices Surveillance Act 1983 – Guideline Version No.2
– September 1998 for Sydney Airport.
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Appendix 6: Sydney Airport operational statistics

Operational statistics for the periods ended 30 June 1999 and 30 June 2000

Description Number Number

1998-99 1999-00

PASSENGERS

Domestic passengers (includes regional) 14,162,607 14,862,881

International passengers (excluding transit) 7,407,506 7,531,110

International transit passengers 577,686 517,080

Domestic on-carriage 306,069 346,523

TOTAL PASSENGERS 22,453,868 23,257,594

AIRCRAFT MOVEMENTS

Regular Public Transport aircraft movements 254,323 261,402

General Aviation aircraft movements 26,978 28,617

TOTAL AIRCRAFT MOVEMENTS 281,301 290,019

TOTAL TONNES LANDED 12,466 12,931

AVERAGE STAFF EQUIVALENTS

- Aeronautical services 338 352

- Non-aeronautical services 89 122

TOTAL AVERAGE STAFF EQUIVALENTS 427 474

AREA (HECTARES)

- Aeronautical services 718.6 669.37

- Non-aeronautical services 167.9 216.68

TOTAL AREA (HECTARES) 886.5 886.05

Sources:  SACL, Australian Customs Service, Department of Immigration and Multicultural Affairs, and
Airservices Australia.
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