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1. Purpose 
 
The purpose of this paper is to:  

• make clear how the Australian Competition and Consumer Commission 
(ACCC) will be involved in Airservices Australia’s (Airservices) review of the 
charging options for its aviation rescue and fire fighting (ARFF) services 
(Airservices’ review);  and 

• highlight issues which the ACCC considers are relevant to its assessment of 
Airservices’ forthcoming long-term price notification for ARFF services.    

2. Background 
 
Airservices’ review has arisen from the ACCC’s decision to object to the price 
increases for ARFF services proposed by Airservices in 2004.  
 
The ACCC objected to the proposed price increases for ARFF services in Airservices’ 
2004 long-term price notification because it was concerned that the existing basis of 
charging was unlikely to be efficient or equitable as the prices charged did not appear 
to be related to the impact of particular user groups on Airservices’ costs. The ACCC 
also considered that the introduction of new ARFF services using the existing basis of 
charging would be likely to have large impacts on smaller user groups. 

As part of this decision, the ACCC recommended that Airservices review the basis of 
charging for ARFF services with its customers before introducing longer-term pricing 
arrangements.  

Airservices decided not to reconsider the basis of ARFF charges in response to the 
ACCC’s preliminary view, and submitted a formal price notification without the 
proposed ARFF charge increases.  

Since the 2004 decision, the ACCC has assessed a further price notification for ARFF 
services. Prices within this price notification apply for the six-month period to  
31 December 2005. 
 
Airservices’ temporary price notification sought to address the ACCC’s concerns about 
the basis of charging in the short term by adjusting weight thresholds to allocate a 
greater burden of ARFF charges to regular public transport (RPT) operators while 
reducing the burden on smaller operators. 
 
The ACCC decided to not object to the proposed price increases for ARFF services. 
However, it noted that while Airservices’ modifications to its charging structure would 
alleviate some of its concerns about the application of a weight-based charging 
methodology, it noted that there was scope for the application of such a charging 
methodology to have adverse consequences for economic efficiency in the long term.   
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The reasons for the ACCC’s decisions are outlined in detail in its preliminary and final 
views in relation to these price notifications, which are available on the ACCC’s 
website: www.accc.gov.au.  
 
Because current prices for ARFF services will only remain in place until 31 December 
2005, the purpose of Airservices’ review is to assess the basis of charging for ARFF 
services, and to propose a long-term path of prices in a draft price notification to the 
ACCC.  
 
Comments are sought on the charging options presented in Airservices’ options paper 
to inform its development of any draft price notification provided to the ACCC. The 
ACCC expects that Airservices will provide the ACCC with a draft price notification 
by 30 September 2005.  
 
It is also anticipated that the ACCC will release and seek comments on its preliminary 
view before making a final decision on Airservices’ proposed prices.  

3. The ACCC’s assessment 
 
As outlined in the ACCC’s ‘Statement of Regulatory Approach to Assessing Price 
Notifications’1, in assessing price notifications the ACCC generally directs its attention 
to: 
 

• the efficiency of the declared company’s cost base; and 
• the reasonableness of the rate of return that the declared company is seeking.  

 
However, the ACCC accepted the maximum allowable revenue (MAR) implied by 
Airservices’ proposed ARFF prices in the context of its 2004 assessment of 
Airservices’ long-term pricing proposal. It is therefore not anticipated2 that the ACCC 
will be required to assess the revenue Airservices seeks to recover as part of its 
consideration of Airservices’ price notification.  
 
The focus of the ACCC’s assessment of Airservices’ forthcoming price notification 
will be the efficiency of Airservices’ proposed charging model, and whether it 
addresses the concerns about the existing charging methodology expressed by the 
ACCC in Airservices’ previous pricing proposals.  

4. Airservices’ charging options 
 
Airservices’ paper, ‘Aviation Rescue and Fire Fighting Services – Options for 
charging’, discusses a wide variety of issues which are relevant to the way in which 
Airservices sets charges for ARFF services.  
 

                                                 
1  The ACCC’s statement of regulatory approach to price notifications is available in the ‘industry 

regulation and price monitoring’ section of the ACCC’s website, www.accc.gov.au. 
2  The above two issues will become relevant, if Airservices proposes to recover an alternative 

quantum of revenue (for example, due to the establishment of a new ARFF service). 
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The alternative charging options established by Airservices are: 
 

Location specific pricing 
 

- Single location specific price 
- Location-specific, incremental cost, aircraft category charge 

 
Location specific and category pricing 
 

- Location specific for ports with > 6 million passenger movements 
- Base level service charge plus incremental category cost charge 

 
Category pricing 

 
It is important to note that there are some issues in this paper which will not form part 
of the ACCC’s assessment of Airservices’ forthcoming draft price notification. In 
particular, the ACCC will not be assessing the alternative risk sharing arrangements 
that are discussed in the paper. 
 
Risk sharing arrangements were proposed by the ACCC as a way for interested parties 
to manage the risk that Airservices would over/under collect revenue at a particular 
location in the event that Airservices’ activity forecasts were substantially different 
from actual activity levels.  
 
Airservices has outlined a number of alterative risk sharing arrangements in its paper, 
and has indicated that it is willing to pursue these arrangements with its customers after 
a charging option and long-term prices for ARFF services have been established.  
  

5. Issues on which the ACCC seeks comment 
  
Whilst parties should feel free to raise any issues they feel are relevant to the ACCC’s 
consideration of Airservices’ draft price notification, it would be useful to the ACCC if 
parties could, if possible, structure their submission such that they consider the 
following issues in the context of each of Airservices’ proposed charging models. 
  
The ACCC will have regard to two main issues in assessing Airservices’ forthcoming 
draft price notification. It would be appreciated if submissions could address these 
issues in commenting on each of Airservices’ charging options. 
 
i) Is the charging option economically efficient? 
 
In considering whether a proposed charging option is economically efficient, it is useful 
to have regard to the different elements of economic efficiency. These elements are 
outlined in detail in the ACCC’s ‘Statement of Regulatory Approach to Assessing Price 
Notifications’.  
 
Issues that are relevant to considering whether a charging option is economically 
efficient could include: 
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• Do the prices in the charging option have a strong relationship with the drivers 

of Airservices’ ARFF costs, such as: 
 

- The establishment criteria; and  
- The costs of providing different categories of service? 

 
• Will the charging option affect the investment decisions of Airservices and 

users of its services? 
 

• Will the charging option have a significant effect on activity levels at and 
between locations?  

 
The ACCC would also appreciate comment on whether there are any alternative 
options for establishing ARFF charges that should be considered.   
 
ii) What impact would the charging option have if ARFF services were rendered 
contestable? 
 
As it is the Government’s stated policy intention to introduce contestability for the 
supply of ARFF services, comment would be appreciated on the extent to which each 
of the charging options are compatible with this policy.  

6. Timetable for assessment 
 

Table 1 provides an indicative timetable for the ACCC’s assessment of Airservices’ 
long-term pricing proposal for ARFF services.  
 
Table 1: Long-term ARFF price notification timetable 
Event Date 
Closing date for submissions to the ACCC 16 September 2005 
Airservices submits draft price 
notification 

30 September 2005 

ACCC releases preliminary view 9 November 2005 
Closing date for submissions in response 
to the ACCC’s preliminary view 

30 November 2005 

ACCC final view released 21 December 2005 
 

7. Submissions  
 
The ACCC would appreciate interested parties’ views on the issues outlined in this 
paper. Submissions should be made to the ACCC by no later than 5.00pm, Friday 
16 September 2005.   
 

The ACCC prefers that all written submissions be publicly available to foster an 
informed, robust and consultative process.  Accordingly, submissions will be treated as 
public documents unless otherwise specified.  It is preferred that where industry 
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participants wish to submit confidential information they should provide confidential 
and non-confidential versions of their submission.  In such circumstances, the 
confidential version will need to highlight any such information. 

The ACCC will place non-confidential submissions on its website. 

Submissions should be forwarded by email to: 

transport.prices-oversight@accc.gov.au; and 
lyn.camilleri@accc.gov.au
 
Alternatively submissions can be made my mail to: 

 
Margaret Arblaster 
General Manager 
Transport & Prices Oversight Branch 
Australian Competition and Consumer Commission 
GPO Box 520J 
Melbourne VIC 3001 
 
Fax: (03) 9663 3699 

 
Enquiries about this issues paper, or about the making of submissions, can be directed 
to Mark Mcleish on (03) 9290 1834. 
 
26 August 2005 
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