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1. Introduction 

The current review of the Airports Act 1996 by the Department of Transport and Regional 
Services (DOTARS) follows the Government’s recent policy response to the report by the 
Productivity Commission (PC) on price regulation of airport services. The PC report and 
Government’s response focused on price regulation and interrelated issues concerning 
quality monitoring. The current review covers a range of other management issues 
involving airports, but has some overlap with the PC report, particularly in the areas of 
accounts reporting and quality monitoring. 

This paper sets out the Australian Competition and Consumer Commission’s (ACCC) 
contribution to the review of the Airports Act.  It broadly addresses the terms of reference 
for the review, particularly the following parts: 

1. Whether legislative changes to the operation of the current regulatory arrangements for core and 
non-core regulated airports would be appropriate. 

2. Having regard to the Government’s response to the recommendations in the Productivity 
Commission’s report into Price Regulation of Airport Services, the continued relevance of Parts 7 
(Financial Information) and 8 (Quality of Service) of the Act. 

4. The effectiveness of the current ownership and control provisions of Part 3 of the Act including 
the regulatory amendments made previously with respect to airline ownership of general aviation 
airports. 

6. The efficiency of the operation of other aspects of the Airports Act including those to which the 
Government has previously endorsed the review giving effect to. 

The paper is nevertheless structured to focus more on the particular areas of the ACCC’s 
involvement with the Act.  

1.1 ACCC’s involvement with Airports Act 

Given the ACCC’s role in competition and consumer affairs, it is likely to be most 
concerned with the following parts of the Airports Act:  

• Part 3 - Restrictions on ownership of airport-operator companies 

o The restrictions include limits on foreign ownership, ownership by 
airlines, and cross-ownership of certain airport pairs.  The ACCC is not 
involved in the administration of these provisions, but has a broad interest 
in assessing the competitive effects of mergers and takeovers in other 
areas of the economy under s.50 of the Trade Practices Act 1974 (TPA).  

• Part 7 - Accounts and reports 

o The ACCC has been collecting and publishing financial accounts 
information for core-regulated airports under the powers provided by this 
part since 1998.  

• Part 8 - Quality of service monitoring and reporting 

o This part of the Airports Act assigns to the ACCC the function of 
monitoring and evaluating the quality of airport services and facilities 
against specified indicators. The ACCC has been collecting and 
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publishing quality of service information for core-regulated airports under 
this provision since 1998.  

• Part 13 - Access to airports and demand management at airports. 

o The ACCC has a role in determining whether certain services are to be 
subject to the national access regime provisions in Part IIIA of the TPA.  
Section 192 in Part 13 of Airports Act currently provides for the Minister 
to declare airports, 12 months after privatisation, under the national access 
regime provisions of the TPA.  The ACCC may make a written 
determination providing that a specified service at such an airport is, or is 
not, taken to be an airport service subject to the access regime. In the 
event that a service is deemed to be an airport service and a dispute over 
access arises, the ACCC has a further role in arbitrating the dispute. 

 

The main focus of this submission is on the ACCC’s responsibilities for accounts reporting 
and quality monitoring under Parts 7 and 8. 

1.2 Government response to Productivity Commission report 

The PC’s report on price regulation of airport services made a number of recommendations 
oriented to lighter regulation in areas of prices surveillance previously administered by the 
ACCC1. The Government in response accepted most of the PC’s recommendations.  Some 
matters such as the coverage of airports for financial and quality reporting were to be 
considered in the review of the Airports Act2. The ACCC’s views on airport regulation 
were set out in its submissions to the PC’s review3. 

Key features of the Government’s response to the PC report relevant to the later discussion 
are summarised below: 

• The Government supports the introduction of price monitoring for Sydney, 
Melbourne, Brisbane and Perth airports as recommended by the PC in its Option B, 
and continuation of price monitoring at Adelaide, Canberra & Darwin, for 5 years 
from 1 July 2002. 

• Price notification and price caps under the Prices Surveillance Act 1983 (PS Act) 
are discontinued for all airports, with the exception of regional air services at 
Sydney airport. 

• Quality monitoring of regulated services should continue at all airports subject to 
price regulation, that is, Sydney, Melbourne, Brisbane, Perth, Adelaide, Canberra & 
Darwin. 

                                                

1 Productivity Commission, Price regulation of airport services, inquiry report no.19, January 2002. 
2 Joint Press Release, Minister for Transport & Regional Services and Treasurer, Productivity Commission 

report on airport price regulation, 13 May 2002. 
3 ACCC, Submission to Productivity Commission’s inquiry into price regulation of airport services, May 

2001;  ACCC, Price regulation of airport services: Submission in response to Productivity 
Commission’s draft report, October 2001. 
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• The Government reserves its position on removing the financial and quality of 
service reporting obligations on the 5 minor core-regulated airports of Alice 
Springs, Coolangatta, Hobart, Launceston and Townsville. 

• The Government supports the PC’s recommendation that quality of service 
indicators be reviewed, to ensure that the monitored services remain within the 
control of airport operators, but notes that benchmark comparisons between airports 
are facilitated by an overall view of service quality. 

• A review should be conducted towards the end of the 5-year period to determine 
whether there have been unjustifiable price increases that warrant reimposition of 
price controls. 

• The Government reserves the right to bring forward the review if there is a strong 
indication that an airport has unjustifiably increased its prices. 

• Criteria for acceptable prices include:  
- efficient prices broadly should generate expected revenue that is not 

significantly above long-run costs of efficiently providing aeronautical 
services , on dual-till basis.  

- prices should allow a return on assets commensurate with risks. 

1.3 Information needed to meet monitoring objectives 

To meet the Government’s objectives for monitoring and review, continuing information 
will be required over the 5-year period with two underlying time-frames: 

i) to check if price increases appear unjustifiable and thus could trigger a review 
before the end of the period; and  

ii) to assess performance over the period as an input into the review at the end of 
the period. 

The first function requires assessment at a broad level rather than a full review. In relation 
to the second function, information collected under the regular monitoring program over 
the 5 years may provide substantial input into the review, while not necessarily providing 
all the information needed. 

The ACCC collects airport monitoring information under both the Airports Act and PS Act. 
There are some overlaps between the provisions of these Acts, and some areas of 
difference, but their combined powers have been used to collect the information required in 
past years.   

The terms of reference for this review raise the question of whether Part 7 & 8 of the 
Airports Act are still relevant in the light of the shift from price caps to price monitoring.  
Therefore the kinds of information collected under Parts 7 and 8, their particular uses, and 
possible substitute powers under other Acts, are considered below.  



 6 

2. Accounts reporting (Part 7) 

2.1 Information required 

Part 7 (s.139-149) of the Airports Act provides that core-regulated airports must prepare 
and give to the ACCC such accounts and statements and written reports as are specified in 
the regulations, and the ACCC may publish them. 

Accounts 

Regulation 7.03 under the Airports Act, for example, requires an airport-lessee company to 
prepare consolidated accounts and financial statements, in accordance with AASB 
Standard No. 24 (“Consolidation of Accounts”), for itself and all airport-management 
companies for the airport.  Financial details must be provided in relation to the provision of 
aeronautical services and non-aeronautical services separately. 

Regulation 7.02 defines accounts as: 

(a) a profit and loss account of the company for the period; and 
(b) a balance-sheet of the company at the end of that period; and 
(c) a cash flow statement; and 
(d) statements, reports and notes, other than a directors’ report or an auditor’s 

report, attached to, or intended to be read with, that profit and loss account or 
balance sheet.  

Reports 

The only report currently specified (in Regulation 7.07) relates to the total average staff 
equivalent of the persons employed at the airport for the provision of aeronautical services 
and non-aeronautical services. 

2.2 Uses of data 

The financial accounts data are published annually in the ACCC’s regulatory reports for 
airports, and were analysed further in a review for the ACCC by KPMG Consulting in 
20014. They have particular uses as an adjunct to price monitoring, as follows: 

• The profit/loss account provides revenue, costs and profits on an aggregate basis, 
which help to show whether market power is being used to earn excessive profits. 
The statements show at a broad level whether the appropriate categories of revenue 
and costs are included.  

• The balance sheet provides assets, liabilities and equity.  The asset data is necessary 
for deriving some measures of the return on assets, and thus assist in judging 
whether the Government’s criteria for acceptable efficient prices are being met. 

• The cash flow statements together with the profit/loss statement and balance sheet 
provide completeness of accounts which aids in checking and understanding a 
company’s financial situation and the relationship between different components. 

                                                

4 KPMG Consulting, Review of airports’ regulatory accounts, report for ACCC, Attachment A to ACCC’s 
submission to Productivity Commission’s inquiry into price regulation of airport services, May 2001. 
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This view is consistent with the recommendation of the PC that price monitoring would 
require detailed information on cost allocations and revenue, and financial statements5. 

This is not to say that the existing provisions under the Airports Act and PS Act provide all 
the information needed to make a thorough determination of whether prices are at efficient 
levels. In a full assessment, further data such as efficient cost benchmarks, alternative 
valuations of assets, and asset registers may be required. 

It is unlikely that the financial reporting requirements under Part 7 are particularly 
burdensome for the companies, as they are similar to statutory corporate reporting 
requirements, apart from the required separation between aeronautical and non- 
aeronautical services.  The separation may be useful in any case for the company’s own 
management purposes, and the recording systems to provide the separation are already in 
place.  

2.3 Prices Surveillance Act as alternative source of data 

The ACCC collects certain types of information for airport monitoring under provisions of 
the PS Act. The PS Act by itself, however, is inadequate to provide all the information 
required to meet the Government’s monitoring objectives, currently obtained through Parts 
7 and 8 of the Airports Act.  

It should be borne in mind that the Government has announced that it will repeal the PS 
Act and insert a new part into the TPA which will preserve the existing powers of price 
surveillance6. The references to the PS Act below would then change accordingly, but it is 
assumed here that the powers would not be broadened or changed significantly. 

S.27A of the PS Act provides that the Minister may give the ACCC a written direction to 
monitor prices, costs and profits relating to the supply of goods or services by persons in 
a specified industry and to report to the Minister on the monitoring.   

Direction No.27 requires the ACCC to undertake such monitoring of certain aeronautical 
and aeronautical-related services at the 7 major airports7. 

The ACCC currently collects the information required under Part 7 of the Airports Act and 
s.27A of the PS Act in an integrated format, as set out in the guidelines distributed to 
airports and stakeholders8.  

The powers under s.27A by themselves, however, are inadequate to collect the information 
obtained under Part 7. 

• The balance sheet and cash flow reports cannot clearly be required under the PS 
Act, whereas Part 7 provides specific powers to obtain such financial statements. 

                                                

5 Productivity Commission, Price regulation of airport services, inquiry report no.19, January 2002, p.351. 
6 Government Response to the Productivity Commission Review of the Prices Surveillance Act 1983, 20 

August 2002. 
7 Direction No.27 by Ian Campbell, Parliamentary Secretary to the Treasurer, 26 June 2002. 
8 ACCC, Airports Reporting Guideline, Information Requirements under Part 7 of the Airports Act 1996 and 

Section 27a of the Prices Surveillance Act 1983, August 2002. 
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• The financial data for the whole airport, including aggregates and separate 
allocation between aeronautical and non-aeronautical services, is obtained under 
Part 7, whereas Direction No.27 limits monitoring to a defined list of aeronautical 
and aeronautical-related services.  

 
Further, certain procedural powers for collecting information in the Airports Act are absent 
from the PS Act.  Section 32 of the PS Act provides the ACCC with the power to require 
the supply of information relevant to a monitoring direction, but lacks the following 
provisions in the Airports Act:  

• s.141(4) provides that the accounts and statements prepared in accordance with 
s.141(2) must be signed by at least 2 directors of the company. 

• s.142(2) provides that the accounts and statements must be audited by an approved 
auditor. 

Such provisions for signing and auditing give greater confidence in the validity of the 
information provided9. 

In conclusion, the ACCC considers that Part 7 of Airports Act remains relevant and indeed 
necessary to the new regulatory regime. 

2.4 Definition of ‘aeronautical services’ 

There are currently differences between the definitions of “aeronautical service” in the 
Airports Act and the PS Act. 

Regulation 7.03 made under Part 7 of the Airports Act require airports to show financial 
details separately in relation to ‘aeronautical services’ and ‘non-aeronautical services’.  
Direction 27 pursuant to section 27A of the PS Act applies price monitoring to 
‘aeronautical services’ and ‘aeronautical-related services’.  The list of services making up 
the definition of ‘aeronautical’ services for Part 7 do not agree with the list of ‘aeronautical 
services’ in Direction 27, nor with the expanded list including ‘aeronautical-related 
services’. 

• Some items are included for Reg. 7.03 but not Declaration 27; in particular: 
o maintenance & repair services in relation to runways, taxiways & parking 

aprons; 

o environmental hazard control services; 

o services & facilities to ensure compliance with environmental laws;  

o facilities to enable quarantine services. 

• Some items are included for Declaration 27 but not clearly for Reg.7.03; in 
particular: 

o aircraft refuelling services; forward airline support area services 
(aeronautical services); and 

                                                

9 However, it is noted that the Government has foreshadowed changes to the provisions for price monitoring 
to be inserted in the TP Act which would: 

? require the Chief Executive Officer or their nominee to sign a declaration stating that the monitoring 
data are true; and 

? provide for the ACCC to seek financial penalties through the courts if declared firms fail to provide 
the information. 
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o car parking; taxi holding & feeder rank services; emergency maintenance 
sites and buildings (aeronautical-related services). 

• Services in a number of other areas are defined with different wording between the 
two sets of regulations but appear to be basically the same, for example: 
Regulation 7.03 Declaration 27 

Rescue, fire fighting and safety 
services  

Airside safety 

Baggage handling services  Baggage make-up, handling and reclaim 

Toilets, seating, thoroughfares, 
transfer systems and aerobridges 

Public areas in terminals, public amenities, 
public lifts, escalators and moving 
walkways, aerobridges, airside buses 

 

As Part 7 has been seen as a complement to price-monitoring under Direction 27, they 
share some underlying objectives, in particular, to assess whether prices and profits are 
excessive in areas where the airport is most likely to hold market power. Hence it would be 
logical for the two sets of data to be consistent, avoiding the need for minor adjustments to 
allow matching. The current minor differences in wording, even where no substantive 
difference is intended, may also create some uncertainty. 

Given that the objective of monitoring areas of market power is common to both 
Declaration 27 and Part 7, there would be merit in including aeronautical-related services 
along with aeronautical services in the accounts category currently called ‘aeronautical 
services’ for Part 7.  However, the minimum change suggested is to align the definitions of 
‘aeronautical services’. 

As the definition in Declaration 27 has been most recently constructed to match current 
monitoring needs, the ACCC favours using that definition rather than the definition under 
Part 7.  The ACCC recommends that the definition of ‘aeronautical services’ in Regulation 
7.03 be made consistent with the new definition of ‘aeronautical services’ under Direction 
27.  

2.5 Airports covered by reporting  

Currently all 12 specified “core-regulated airports” are subject to the reporting 
requirements in Parts 7 and 8 of the Airports Act.  

Viewing accounts reporting under Part 7 as an adjunct to price monitoring, it is only 
necessary for the 7 airports that are price-monitored. That said, the financial accounts are 
relatively easy to collect, provide useful ongoing information for market transparency, and 
have some value as an input into the 5-year review.  However, the Government has stated 
that the 5-year review should only cover those airports that will be subject to price 
monitoring, unless there are compelling reasons to include additional airports in the 
review.   

In these circumstances, the ACCC favours applying Part 7 only to the price-monitored 
airports, excluding the 5 other core-regulated airports of Alice Springs, Coolangatta, 
Hobart, Launceston and Townsville. 
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3. Quality monitoring (Part 8) 

3.1 Information required 

Quality of service monitoring powers are set out in Part 8 of the Airports Act (s.150-159) 
which applies to core-regulated airports.  For example, s.153 provides that regulations may 
specify performance indicators to be used in monitoring and evaluating the quality of 
airport services and facilities. Regulation 8.01 under the Airports Regulations 1997 states 
that these indicators are set out in the schedules as follows: 

o Schedule 2 specifies the performance indicators; 
o Schedule 3 specifies matters about which airport operators must keep records, 

which mostly relate to the indicators referred to above. 

Section 156 provides for airports to keep records and give information relevant to quality 
of service matters to the ACCC.   

3.2 Uses of data 

The ACCC has been collecting this information since 1997-98, and publishing it together 
with the results of Part 7 and s.27A reporting in its annual regulatory reports for airports10. 
The objectives of quality of service monitoring are to11: 

• assist in the assessment of an airport operator's conduct in a prices monitoring 
environment; and 

• improve the transparency of airport performance in order to: 
o discourage airport operators from providing unsatisfactory standards for 

services which are associated with significant market power; 
o provide information to users of airport facilities, including passengers and the 

aviation industry, as a basis for improved consultation and negotiation on 
pricing and investment proposals; 

o highlight changes in service quality over time; 
o facilitate inter-airport comparisons and benchmarking; and 
o assist the Government in addressing other public interest matters. 

The ACCC has previously argued that quality monitoring is complementary to price caps, 
by ensuring that airport operators do not reduce service quality as a means of reducing 
costs while remaining within the price cap12.  Although price monitoring has replaced price 
caps, quality of service monitoring is still important as an adjunct to price monitoring for 
similar reasons, that is, to examine whether service quality is being reduced as a way of 
raising effective prices and profits. This accords with a basic purpose of price monitoring – 
to assess whether providers are taking unreasonable advantage of their market power at the 
expense of consumers. 

                                                

10 For example, ACCC, Regulatory report: Melbourne Airport 2001-2002, January 2003. 

11 ACCC, Draft Guide: Quality of service monitoring for airports, November 2002. 
12 ACCC, Submission to Productivity Commission’s inquiry into price regulation of airport services, May 

2001, p.122. 
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Quality monitoring is also an input into the review of airports’ performance, scheduled to 
occur after 5 years. Such a review could not rely on the results of just a ‘spot-check’ at the 
end of the 5 years, as it could be distorted by sudden improvements in the service near the 
end of the period.  To gain a true picture, the monitoring needs to be carried out regularly 
over the 5 years. 

Quality in PS Act 

Information on quality is a relevant consideration in monitoring prices under the PS Act. A 
‘price’ must be defined with respect to a particular good or service and possibly a unit of 
measurement, of particular size, quality etc. However, airport quality has many 
dimensions, many subjective, which have required special surveys of passengers and 
organisations to evaluate. The information collection powers available under PS Act would 
be an inadequate basis for such surveys. 

The specific powers under Part 8 of the Airports Act provide a clear basis for collecting 
this information, and the ACCC considers that Part 8 remains relevant and necessary to the 
new regulatory regime. 

3.3 Review of indicators 

Following the Government’s response to the PC report, the ACCC has been engaged in a 
review of the collection and reporting of quality of service information, including 
performance indicators. The PC had recommended that quality indicators should be 
reviewed to ensure that the quality of monitored services is within the control of the airport 
operator.  The Government supported this approach but noted that benchmark comparisons 
between airports are facilitated by an overall view of service quality. The PC also indicated 
that more focus should be placed on objective indicators13.  The ACCC’s review has 
encompassed these aims as well as other criteria in the light of the revised oversight 
arrangements for the 5 years beginning 2002-03. 

Following agreement with Treasury and DOTARS in June 2002 that the ACCC would 
review quality of service indicators, the ACCC commenced a process of consultation 
which included an invitation to stakeholders in August 2002 and issue of a draft guide in 
November 200214.  The ACCC is now preparing a revised guide to quality of service 
monitoring for airports reflecting comments provided to it by airports, airlines and other 
stakeholders. This is likely to incorporate proposals for several new indicators and re-
orientation or elimination of some existing indicators. 

3.4 Procedures for specifying indicators 

Current approach 

Under s.155(1) of the Airports Act, the ACCC has the function of monitoring and 
evaluating the quality of airport services and facilities against: 

(a) the performance indicators prescribed under section 153 (that is, through the 
Government prescribing indicators in regulations); and 

(b) such other criteria as the ACCC determines in writing. 
                                                

13 Productivity Commission, Price regulation of airport services, January 2002, p.352. 

14 ACCC, Draft Guide: Quality of service monitoring for airports, November 2002. 
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This allows the ACCC some flexibility in deciding what information is most relevant to 
meet its monitoring responsibilities. However, the approach through s.155(1)(b) has 
practical limitations.  Information requested under this power may be provided voluntarily, 
but it is not supported by the powers of s.156. Section 156 provides that regulations may 
require certain persons to keep records and give information to the ACCC relevant to a 
‘quality of service matter’, with the latter being limited to the indicators specified in the 
regulations.  Hence the predominant approach has been that under s.155(1)(a). 

There is a question as to whether the specific indicators should continue to be written into 
the airport regulations by the Government, or left to the discretion of the ACCC as the 
regulatory agency.  

The former approach, involving the Government in the detailed administration of 
regulations, creates a number of problems. At present there are 50 indicators in Schedule 2 
of the regulations, some prescribed in quite detailed terms, leaving little room for 
flexibility. For example, Item 1.1 is : 

“the change over time in average aircraft movements per half hour during the 30 busiest half hours 
in a month, according to the formula: S/30 (where S is the sum of the number of aircraft movements 
in each of the 30 busiest half hours in a month). 

Specifying indicators in regulations involves more double-handling of administrative 
matters, and change is slower and more cumbersome, given the more demanding 
administrative processes followed. Changes may require detailed consideration by both the 
ACCC and the Department, which may involve industry stakeholders in two sets of 
consultation, raising the compliance costs of the regulatory regime.  

Alternative approaches 

The ACCC considers that a more efficient system would involve the Government setting 
the broad policy objectives of the monitoring, leaving the ACCC as regulator to manage 
the implementation on a continuing basis. Indicators would be determined by the ACCC 
following consultation with stakeholders, similar to the approach in a number of other 
areas of ACCC regulation. 

There are existing provisions in the Airports Act which may provide a suitable basis for 
such an approach. The Airports Act currently provides for regulations requiring airport 
operators to give the ACCC written reports about the airport (s.145(1)). Such regulations 
may confer a power on the ACCC, for example, providing for it to require an airport to 
give the ACCC a written report about specified matters related to the airport (s.145(3)). 
There are associated provisions in s.146 for airports to keep and retain records relevant to 
those reports. Although these provisions are under Part 7, they do not appear to limit the 
subject of reports nor to exclude quality matters. 

There are similar provisions under Part 8 in s.156(6) for record keeping and providing 
information to the ACCC, although these are currently limited to quality of service matters 
relevant to the particular performance indicators prescribed in the regulations under s.153. 

The matters and indicators specified in the Airport Regulations under s.153 have in the 
past been quite narrowly defined. One approach to overcome the problems discussed above 
would be for the Government to prescribe matters to be reported on in broader terms, such 
as  
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indicators relating to the capacity and standard of runways, apron and taxiway 
system, gates and aircraft parking, aerobridges, ground service equipment, 
freight facilities, check-in, security clearance, gate lounges, other seating, 
baggage, flight information displays, car parking. 

The ACCC would then be responsible for consulting and determining the particular 
indicators or information that are appropriate to address those matters.  

Alternatively, under s.153 “the regulations may specify ….methods of ascertaining 
performance indicators to be used in monitoring….”.   Under this more general approach 
the ACCC could determine the indicators following the methods specified by the 
Government. 

Another option is to allow the ACCC more general information collection powers relating 
to airports. A parallel may be seen in powers that have been assigned to the ACCC to make 
record keeping rules for telecommunications (under s.151BU of the TPA), with similar 
provisions planned for postal services. It would be expected that, as in the 
telecommunications case, such powers would be limited to information that is relevant to 
specific regulatory functions. 

Record keeping rules for airports would allow more flexibility in designing and changing 
the exact data and information requirements and, given the complementarity between the 
price, quality and financial information, should allow an integrated, more streamlined 
approach to data collection. 

3.5 Persons supplying information 

In Part 8, s.156 currently provides, in broad terms, for regulations to be made requiring a 
person to keep records and give information to the ACCC provided that person is  

• an airport-operator company;  

• a person providing airport services under an agreement with an airport; or  

• an aircraft operator using the airport. 

The ACCC has also found information from other bodies to provide important inputs into 
quality assessment at airports, for example, Airservices Australia and the Australian 
Customs Service. It would be logical to extend the categories of persons who may have to 
provide information to cover others with relevant information. 

3.6 Airports covered by monitoring 

The argument for quality monitoring as a complement to price monitoring suggests that 
quality monitoring need only continue for the 7 price-monitored airports of Sydney, 
Melbourne, Brisbane, Perth, Adelaide, Canberra and Darwin. Further, the Government has 
indicated that the primary target of the 5-year review is the price-monitored airports.  

Therefore, in the context of its own role, the ACCC does not see a need to continue quality 
of service monitoring under Part 8 for those airports where price monitoring no longer 
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applies - Alice Springs, Coolangatta, Hobart, Launceston and Townsville (consistent with 
the approach recommended for Part 7.) 15 

3.7 Phase I and Phase II airports 

The Phase II airports were privatised later than the Phase I airports, and the Government 
then introduced a somewhat different set of indicators for the Phase II airports. The 
indicators for Phase I airports and Sydney are specified in Part 1 of Schedule 2 of 
Regulation 8.01, while Part 2 specifies the indicators for Phase II airports. A key difference 
is that, in many cases, the Phase II indicators call for separate indicators for airport-
operator-managed facilities and airline-managed facilities.  It may be noted that the 
objective indicators for Phase II airports are no less onerous than for Phase I airports.  
However, the smaller size and capacity of Phase II airports were taken account of, for 
example, in not requiring passenger surveys from them. 

The distinction between Phase I and Phase II has now become of little relevance to 
government policy.  The Government’s new approach from 1 July 2002 groups Sydney 
and the Phase I airports with 3 of the larger Phase II airports for price monitoring, while 
the remaining 5 Phase II airports – which tend to be smaller and have less market power – 
are in a non-monitored group. There is no strong reason to differentiate quality indicators 
between airports, particularly within the price-monitored group.  

The ACCC recommends that the information requirements for all monitored airports, 
whether originally Phase I or Phase II, be based on the same set of quality indicators. 

4. General issues relating to Parts 7 and 8 

4.1 Mechanisms for specifying airports for monitoring 

The ACCC has recommended above that the core-regulated airports that are not price-
monitored - Alice Springs, Coolangatta, Hobart, Launceston and Townsville – should not 
be subject to accounts reporting or quality monitoring.  Removal of these 5 airports from 
accounts and quality reporting would not necessarily be best done by removing their 
designation as core-regulated airports in s.7 of the Airports Act.  As core-regulated airports 
they are subject to a number of other provisions in the Act (eg. relating to environmental 
standards and land use) which the Government has indicated should continue to apply. 

There are several other administrative ways by which the exclusion could be implemented: 

• separate specification of the remaining airports subject to Parts 7 and 8; or 

• exempting the minor airports from Parts 7 and 8. 

The specification of airports either included or excluded might be done by either : 

• legislation, in the Airports Act,   

• regulation, under the Airports Regulations, or  
                                                

15 This would be consistent with the PC’s recommendation that the coverage of service quality monitoring 
should match the coverage of price monitoring. 
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• declaration / direction (for example, as firms are declared for prices monitoring 
under s.27A of the PS Act). 

There will be differences between the options, for example with regard to flexibility, but 
the ACCC does not have firm views on the best approach. 

4.2 Monitoring in a changing environment 

The Government has made it clear that price and quality monitoring is to be conducted at 
major airports for the next 5 years, for reasons that are basically concerned with their 
market power. The desirability of monitoring is reinforced in current circumstances where 
the aviation industry has increasingly had to cope with economic shocks and difficulties 
such as terrorist threats and the associated need for strengthened security arrangements, the 
impact of international uncertainties on travel demand, and exit and entry of major airlines.  
As airports are a critical part of the aviation infrastructure, monitoring which delineates 
their performance in these circumstances is particularly important. 

5. Ownership and control provisions of Part 3 

Part 3 of the Airports Act applies various ownership restrictions on airport-operator 
companies, specifically: 

? a 49% limit on foreign ownership; 

? a 5% limit on airline ownership; and 

? a 15% limit on cross-ownership for Sydney/Melbourne, Sydney/Brisbane and 
Sydney/Perth airports. 

The restriction on foreign ownership is not relevant to the ACCC’s administration of the 
TPA. 

In respect of the other restrictions, the ACCC is not aware of any issues to indicate that 
such provisions should be changed. 

6. Other aspects of review 

Efficiency of operation of other aspects of Act - including repeal of s.192. 

Section 192 in Part 13 of Airports Act currently provides for automatic declaration of 
airports, 12 months after privatisation, under the national access regime provisions in Part 
IIIA of the TPA.  The ACCC notes that the Government has accepted the PC’s 
recommendation that all airports be subject to the generic provisions of the National 
Access Regime in Part IIIA of the TPA, so that s.192 would be repealed or allowed to 
become redundant.  

Effectiveness of provisions related to Airport Master Plans (MP) 

The ACCC has no involvement or comment. 

Framework for handling future traffic growth at airports 

The ACCC has no involvement or comment. 
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7. Summary & Conclusions 

The main conclusions and recommendations from the ACCC’s consideration are set out 
below.  

Relevance of Parts 7 and 8  

Given that price monitoring under the PS Act is to be done for major airports, information 
collected under Part 7 (Financial Information) and Part 8 (Quality of Service) is still a 
useful complement in the following ways. 

• Part 7 - provides financial statements which complement profit data obtained under 
the PS Act, including asset data which is necessary to derive percentage return on 
some measures of assets – a key aspect of monitoring profitability and critical to the 
Government’s criterion for acceptable prices. This cannot be clearly obtained 
through monitoring powers under the PS Act s.27A which specify only “prices, 
costs and profits”. 

• Part 8 - provides quality of service information which is a necessary adjunct to price 
monitoring, to check whether service quality is being reduced as a way of raising 
effective prices and profits. Quality monitoring is also an input into the review of 
airports’ performance, scheduled to occur after 5 years.  

Hence Parts 7 and 8 remain relevant for monitoring, despite the discontinuation of price 
caps, and cannot be adequately replaced by present provisions in the PS Act. 

The Government has made it clear that price and quality monitoring is to be conducted at 
major airports for the next 5 years, for reasons that are basically concerned with their 
market power. The turbulent economic environment surrounding aviation, including the 
need for strong security arrangements, reinforces the need for carefully targeted and 
flexible monitoring of airport performance.  

Specification of indicators 

The Airports Regulations under Part 8 of the Act currently specify a number of 
performance indicators that the ACCC is to monitor. Specifying indicators through 
regulation can involve costly double-handling between the ACCC and DOTARS in 
reviews, and can involve considerable delays when change is desirable.  

Section 155 allows the ACCC some discretion in monitoring service quality against other 
criteria not specified by the Government, but does not provide legal powers for collection 
as are available for indicators specified in regulations. The ACCC considers that a more 
efficient system would involve the Government setting the objectives and matters to be 
monitored in broad terms, while the ACCC as regulator administers the scheme, including 
determining appropriate indicators following consultation with stakeholders.  

Definition of ‘aeronautical services’ 

Discrepancies between the definitions of “aeronautical service” in the Airports Act and PS 
Act make it more difficult to match cost and profit data under the two approaches and may 
cause some additional work for respondents.  The ACCC recommends that the definition in 
the Airports Act be brought into line with the PS Act. 
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Persons supplying information 

The ACCC recommends that the categories of persons required to supply information 
under s.156 be extended to include others with relevant information for quality assessment 
at airports, such as Airservices Australia and the Australian Customs Service. 

Which airports to monitor? 

The ACCC favours continuing accounts reporting and quality monitoring only for those 
airports subject to price monitoring, which are considered to hold a greater degree of 
market power - Sydney, Melbourne, Brisbane, Perth, and Adelaide, Canberra & Darwin.  
Accounts reporting and quality monitoring should be discontinued for the 5 minor airports 
of Alice Springs, Coolangatta, Hobart, Launceston and Townsville.  

The ACCC recommends that the information requirements for all monitored airports, 
whether originally Phase I or Phase II, be based on the same set of quality indicators. 

Effectiveness of current ownership and control provisions of Part 3 

In respect of the restrictions on airline ownership and airport cross-ownership, the ACCC 
is not aware of any issues to indicate that the existing provisions should be changed. 

 


