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Glossary

ACCC
Airservices
ARFF
ATM
CCA

en route
KPI
LTPA
MTOW
TN

PCC

WACC

Australian Competition and Consumer Commission

Airservices Australia

aviation rescue and fire-fighting

air traffic management

Competition and Consumer Act 2010 (Cth)
en route navigation

key performance indicator

long-term pricing agreement

maximum take-off weight

terminal navigation

Pricing Consultative Committee

weighted average cost of capital




ACCC'’s decision

The Australian Competition and Consumer Commis§&dCC) has decided taot
object to Airservices Australia’s (Airservices) propos#tll 3-14 prices for terminal
navigation (TN), enroute and aviation rescue aredffghting (ARFF) services.

The price increases proposed by Airservices arsistamt with those accepted by tf
ACCC in 2011 as part of Airservices’ long-term prgcagreement (LTPA). In
addition, Airservices has included prices for cublinary hours charges for TN an
ARFF services and has also added a charge for AR service at Port Hedland
The new charges are proposed to take effect frdody12013.

This decision responds to a price notification sittad to the ACCC on 30 May 201
by Airservices pursuant to subsection 95Z(5) ofGbepetition and Consumer Act
2010 (CCA). The details of Airservices’ prices are get in its price notification and
are reproduced in Appendix A of this decision doeatn
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1.2

1.3

1.4
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1.6

1.7

Summary

In 2011, Airservices submitted for the ACCC'’s calesation a long-term
pricing agreement (LTPA) that outlined a path o€gs for TN, en route and
ARFF services for a five-year period (from 2012616). The ACCC
undertook a detailed assessment of Airservices’A@Rd released a decision
to not object to the proposed price increases piesaber 2011.

In reaching its decision, the ACCC noted the imgioce of commitments
made by Airservices to improve its consultationhvdgtakeholders on capital
expenditure and to improve its internal drivergficiency. These initiatives
were to be implemented through a Pricing Consultalommittee (PCC) that
includes representatives from both Airservicesiaddstry (such as airlines
and airline representative bodies).

The ACCC'’s 2011 decision formally related only he first year of
Airservices’ LTPA. Airservices is required to subraiprice notification
before increasing prices for each of the subsequesnt of the LTPA. In its
decision, the ACCC noted that Airservices’ progm@ssts LTPA
commitments would be an important consideratiortierACCC in assessing
these subsequent price notifications.

The current price notification submitted by Airsiees is the second of these
subsequent annual price notifications and relatgsite increases that are
proposed to take effect from 1 July 2013 until B8eJ2014. Airservices has
proposed price increases that are the same asphmsased in its LTPA.

In addition, in this price notification, Airservisdnas included prices for out of
ordinary hours charges for TN and ARFF servicestmwlalso added a new
charge for a new Category 6 ARFF service at Podidtel. A Category 6
ARFF service involves providing the facilities, ggment and personnel to
operate an ARFF service that includes 2 fire figiptrehicles and a minimum
fire crew of 5 people.

The out of ordinary hours fees are charged on areosvery basis for staff
costs on overtime rates only. The new charge foategory 6 ARFF service
was factored into the LTPA forecasts for growtlagional locations. The
price proposed at Port Hedland is consistent vaghptrices for Category 6
ARFF services in the LTPA. The principles underty®RFF prices reflect a
combination of incremental cost pricing with largéncraft bearing greater
costs as well as network-based pricing for cateofRFF services such that
the same prices for this service are levied at eagort with an ARFF
capability.

In support of its price notification, Airserviceasoutlined the progress it has
made in the last 12 months relating to its LTPA oatments. The ACCC has
consulted with members of the PCC to test the éxtewhich Airservices has
made reasonable progress on its commitments. lergethe PCC members
noted continuing improvement in Airservices’ tinmgss, quality and level of
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1.8

consultation on capital expenditure in the lastriidhths. The ACCC has
observed that Airservices has made solid progrgsmst its LTPA
commitments. This progress is important in ensufimgervices operates and
invests efficiently. However, there are further noyements that Airservices
can make to its consultation processes and theigrigicant work still to be
done to develop suitable internal drivers of effiay.

Taking into account these considerations, the ACGGEs not object to the
price increases proposed in Airservices’ curreittepnotification.



2 Airservices’ long-term pricing agreement

2.1 The LTPA sets out a path of prices for TN, en rard ARFF services for a
five-year period (from 2011 to 2016). The pricelpatthe LTPA was agreed
after the ACCC undertook a detailed assessmenirséiices’ proposed
prices. In assessing Airservices’ LTPA proposdls,ACCC aimed to ensure
that Airservices was recovering only the efficieavtel of costs required to
provide its price-regulated services, through almoation of price increases
for ARFF services and some TN and price reductionthe en route service.

2.2 During its assessment of the LTPA, the ACCC nolteditnportance of
commitments made by Airservices to improve its attation with
stakeholders on capital expenditure, particulaieg its planned large
increase in capital expenditure over the five-yearod, in addition to
improving internal drivers of efficiency throughetsetting of benchmarks and
explicit efficiency targets in the LTPA. These iatives were to be
implemented in consultation with Airservices’ PnigiConsultative
Committee (PCC), which includes representativeshfAorservices and a
range of industry stakeholders (including airliaesl airline representative
bodies). The ACCC'’s view was that the implementatibthese initiatives
would help to ensure that Airservices continuesvest prudently and
efficiently manage its costs.

2.3 Asthe LTPA includes price increases over a nurobgears, in 2011 the
ACCC conducted a detailed assessment of the prdgoses over the full
period covered by the LTPA. However, the ACCC’s R@&cision to accept
the LTPA formally related only to the first year Mirservices’ LTPA.
Airservices is still required to submit to the AC@@ce notifications for each
of the subsequent years. For those subsequent {ea8CCC may consider
it appropriate to conduct a short-form assessm&uess, which provides
scope for the ACCC to conduct an expedited assegsme

2.4  The ACCC's decision to accept Airservices’ LTPAeubthat Airservices’
progress on its LTPA commitments would be an imgrdrtonsideration in
assessing subsequent price notifications.

2.5 The full details of the ACCC’s assessment of Avgass’ LTPA are available
on the ACCC's websittThe ACCC'’s process of assessment is explained in
further detail in section 4.

! www.accc.gov.au/aviatior Airservices Australia > Price notifications
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3.1

3.2

3.3

Airservices’ 2013 price notification

Airservices submitted a price notification to th€BC on 30 May 2013
proposing prices for TN and ARFF services for teaqu 1 July 2013 to

30 June 2014. The prices proposed by Airserviceshar same as those
proposed in the LTPA that was assessed by the A@QQG11. In addition,
this price notification includes prices for outarflinary hours charges for TN
and ARFF services and a charge for a new Categdiffd- service at Port
Hedland. A full schedule of the notified pricesrisluded in Attachment A.

In support of its 2013 price notification, Airseres has provided the ACCC
with an update of its progress against commitmeratde as part of the LTPA
in 2011. These are outlined in its draft price fnmdtion in section 5 of this
document and relate to Airservices’ consultatiothidCC members on
capital expenditure and internal drivers of effindg.

Airservices has illustrated its consultation preessto the ACCC by
providing examples of project business case inftionand capital
expenditure program quarterly reports that have lpeesented to PCC
members. In addition, Airservices provided the AC®I& the minutes of
PCC meetings held in May 2012, August 2012, Nover2b&2 and
February 2013.



4.1

4.2

4.3

4.4

ACCC'’s assessment process

Airservices provision of TN, en route and ARFF ses are declared to be
notified services under section 95X of the CEFhe relevant declaration,
Declaration No. 66, is available on the ACCC’s wihat:
www.accc.gov.au/aviatiohAirservices is a declared person under subsection
95(X)(2) of the CCA. This means that, under secibd of the CCA,
Airservices is required to notify the ACCC prioritmreasing the prices for
these declared services by submitting a priceinatibn. Further detail of the
legislative framework is included in Attachment C.

In assessing price notifications, the ACCC is regplito have particular regard
to the statutory criteria set out in subsection @3®f the CCA. The statutory
criteria broadly relate to the promotion of econcally efficient investment
and employment throughout the economy. The ACCdiespthis legal
framework according to the concepts and proceduuntied in the ACCC’s
Statement of regulatory approach to assessing pdtcations’ The

ACCC'’s approach to applying this framework in tlomiext of the current
price notification is outlined under ‘ACCC'’s viewi section 5 of this

decision document.

Further, as set out in the ACCCsatement of regulatory approach to

assessing price notifications, where a declared firm submits a price
notification that proposes price increases oveuralyer of years, the ACCC
conducts a detailed assessment of the substarice pfoposed prices over
the full period covered by the LTPA. The ACCC thmeakes a decision on the
proposed prices covering the first year of thequerThe declared firm is
required to submit to the ACCC price notificatidoseach of the subsequent
years. For those subsequent years, the ACCC maydeont appropriate to
conduct a short-form assessment process, whichda®gcope for the ACCC
to conduct an expedited assessment.

Airservices’ 2013 price notification notifies prcéor the third period of its
LTPA. The proposed prices are consistent with tloagkned in its LTPA (see
section 3) and Airservices appears to have mad®mnehle progress against
its LTPA commitments. The inclusion of a CategoARFF charge for Port
Hedland is consistent with the assumptions buiti the LTPA regarding new
ARFF services. The inclusion of out of ordinary t®lIN and ARFF services
was not considered as part of the LTPA and is dened in section 5 of this

2

The declaration originally had effect under sat®1 of thePrices Surveillance Act 1983 (PS Act).On

1 March 2004, the PS Act was repealed and the d¢ida was taken to have effect under Part VIlAhef
Trade Practices Act 1974 (TPA). On 1 January 2011, the TPA was renametmapetition and Consumer
Act 2010.

3

www.accc.gov.au/aviatior Airservices Australia > Declaration No. 66.

4

TheStatement of regulatory approach to assessing price natifications is available on the ACCC'’s website at

www.accc.gov.aand has been partly reproduced in Appendix C sfdbtision document.

6



4.5

decision. The ACCC has considered it appropriataluct a short-form
assessment process in this instance.

The ACCC has consulted with members of Airservié®SC as part of its
short-form assessment of the 2013 price notificafithis consultation was
used as a method of substantiating Airserviceonteg progress against
commitments made in the LTPA and to identify anghsre further progress
is required.



5

Assessment

Assessment of Airservices’ proposed prices for 2043

5.1

5.2

Airservices’ 2013 price notification proposes nevegs for TN, ARFF and
enroute services that would apply from 1 July 2130 June 2014. The
prices proposed by Airservices are the same ag fhraposed in the LTPA
that was assessed by the ACCC in 2011.

Noting that these notified prices were consideredatail by the ACCC in its
assessment of the LTPA, the ACCC does not objesirservices’ proposed

prices for 2013-14. These assessed prices ensairAitkervices continues to
receive sufficient revenue to cover the efficiensts of providing services.

Assessment of Airservices’ progress against its RTGd@mmitments

5.3

5.4

In undertaking this assessment, the ACCC has saogstablish whether
Airservices has made reasonable progress aganstiRA commitments.
This progress is important in ensuring that Airgess operates and
invests efficiently.

The ACCC'’s view, outlined below, is that Airserviceas, to date, taken
reasonable steps to progress its LTPA commitménisortantly, these
improvements promote economic efficiency by prawgincentives for
Airservices to manage its costs prudently and iefiity.

Airservices’ view

5.5

Airservices submitted that it had undertaken reabtenprogress in its LTPA
commitments as outlined in table 5.1 and tableb&law. In particular,
Airservices noted that it had implemented a nunabéis LTPA commitments
through its PCC meetings that were held in May 2@L&just 2012,
November 2012 and February 2013.



Table 5.1: Airservices’ report on its LTPA commitments and progress — consultation on capital expertdre

Consultation

Commitment by AsA

Further progress achieved in 201213

nd

element
Program A more detailed program baseline will be Airservices measures investment performance andtonsmisk sharing thresholds
Baseline provided to establish major delivery milestones against a rolling five-year capital program.
to enable improved program performance
monitoring. The baseline will detail planned Each year Airservices updates the program to itetthecprogress of projects across the
project benefits, project costs and project year and the impact of the changing operating enuient on the investment
milestones as they were incorporated into the | priorities. From this review, a revised annual pladeveloped to establish the
draft price natification. It will be the original resourcing and funding requirements for that year.
record against which delivery will be measured
and risk sharing triggers monitored. Revised project milestones for major projects aowigded along with a reconciliation
of the updated program for that year against tlselbee established for that year in the
original LTPA. Where there are major variation®t@ginal LTPA assumptions,
commentary and analysis is provided.
The 2012-13 update was provided to the Pricing Gitetsve Committee (PCC) in
November. Updated project milestones for majorgmis 2012-13 were also provided
to the PCC as part of the 2012-13 Services Charter PCC was also provided with
information on current and projected capital expieme levels over the LTPA, up
until 2015-16.
Major Project business case information will be In the last 12 months Airservices has presentedd@udissed eight business cases 3
Project presented to the PCC for all projects greater thanvestment proposals with the PCC.
Business $10m. This information will be provided prior t

Case Options

Airservices Board endorsement to improve
transparency over, and industry input to, the
determination of a preferred option.

At this time, the business case information will
be more mature, with refined information on
project objectives, scope, benefits, costs and
schedules.

The final format of this business case

Some of the projects presented have been brougie t8CC based on their high
monetary value whilst some lower value projectsehiasen presented because of thei
importance to industry.

=

In presenting project business cases the PCC misiged to engage strongly with
Airservices with discussions involving such thirags

* The validation of project cost estimates

* The extent of the project scope

e The schedule of asset delivery

» The impact of unprogrammed projects on the overaljram




information was agreed at the PCC meeting o
16 August 2011 and the formal reporting will
commence from the PCC meeting scheduled f
16 November 2011.

n »  The priority of industry important projects
oDuring discussions with the PCC it is evident tih&grests have begun to shift with
focus increasing on key industry priorities andaarevhich improve service delivery.

Whilst industry still wants to maintain oversightasset replacement programs for
ageing assets and non-airways asset programs litdea acknowledged that their
involvement in justifying business cases and inmesit priorities in this area is more
related to an assurance and governance role iioreta the management of the
program and efficacy of the process.

Project Following the approval of the preferred option,| @ major projects performance report has been peal/id the PCC as part of the
Baseline final project baseline will be provided to the quarterly projects reporting pack over the lastridhths. The report provides
PCC. This baseline will include a final scope, | information on projects which have an approvediess case and baseline and
cost/benefit analysis and schedule that will formmprovides commentary on the health of the projedtfarecasts spend and schedule
the basis against which project delivery comparisons to the project budget/baseline.
performance will be measured. Formal reporting
will commence at the PCC meeting scheduled|for improving reporting in this area, Airserviceshmovided additional information to
16 November 2011. industry showing longer term project performanced fmmecasts in comparison to the
original 5-year LTPA capital program delivery asgions. This shows industry
where project funding is being allocated as welprewiding transparency where
programs and schedules are reviewed and spendiacpkis and delivery times are
adjusted.
Revisions to reporting to separately identify intdysmportant projects, as distinct
from asset renewal programs and upgrades has allsedhfocus discussions on key
areas of interest.
Quarterly As part of the quarterly service charter Airservices continues to provide a detailed projepbrt pack to the PCC. The conte
Reporting performance reports to the broader industry, highf the report continues to evolve as reportingustons mature. Reflecting this,

level capital program performance will continu
to be reported. These reports will provide
indicators on program health against annual
targets.

b revisions to some of the structure and contenh@féport have been incorporated
based on feedback received from the PCC over gtd &months.

More detailed information will be provided to t$e

PCC including a financial analysis and deliver

10



schedule management, as well as information
deviations from the LTPA program baseline.

This reporting commenced at the PCC meetin
on 27 May 2011, with enhanced reporting
scheduled to commence at the PCC meeting ¢
16 November 2011 following agreement to the
elements above.

on

n

Benefits
Realisation

Airservices will report on the benefits realised
from capital works projects. The benefits
identified will be reported annually and measu
against original project baseline benefits
realisation plans. Measurement of the benefitg
will be monitored on an ongoing basis to provi

Airservices has continued to engage with the PCdiscussions on the realisation of
benefits from investment in its capital progrant.saivices ascribes benefit stateme

red all new major project business cases to medbkargealisation of benefits that
underpin the business investment decision.

de

a cumulative picture of the benefits yielded.

Nts
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Table 5.2: Airservices’ report on its LTPA commitments and progress — internal drivers of efficiency

Internal
driver of
efficiency

Commitment by Airservices

Further progress in 2012-13

Development
of efficiency
measures

Airservices proposed to develop, in consultati
with the PCC, a set of measures of unit cost
efficiency.

pim consultation with the PCC, Airservices has folated efficiency measures for Air
Traffic Measurement and ARFF services. These measave been incorporated int
the Services Charter.

Airservices has continued to provide the PCC withithess performance information
and established target rates of performance fo2@2-13 financial year based on the
trend in the previous year. Against these targétsefvices has reported its actual an
forecast results to the PCC each quarter.

Airservices continues to optimise its cost baseubh business improvement prograr
and projects to improve unit cost efficiency.

Longer term
performance
incentives

Airservices stated its intention to explore with
industry the possibilities for a more
sophisticated form of cost benchmarking in th
longer term, including how specific financial

rewards and penalties for performance agains

suite of KPIs might be implemented.

Airservices also stated its intention to refine
efficiency targets based on analysis of the
historical trends, forecast outcomes and
international benchmarking over the course o
the next 12 months.

Using the Services Charter as a foundation, the R&ddentified three key
performance areas of interest to industry: Capdoitst Efficiency, Cost Effectiveness
eand Flight Efficiency.

tBhe PCC has acknowledged that the Services CH&Ptiarin their existing form are
not yet fit to support a performance incentive megi To address this, a special PCC
workshop was held in February 2013.

The performance indicators are now being reviewetravised to reflect discussion
from the workshop and to determine the availabdityelevant data. The outcome is
[ expected to be presented to the PCC in July ifiaitme of a new Services Charter for
2013-14.

12
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PCC members’ view

5.6

5.7

5.8

5.9

5.10

5.11

The ACCC sought comment from PCC members on Airsest2013-14

price notification (see Appendix B). Of the 17 P@@mbers, 11 responded to
the ACCC's request for consultation. Of those 1Ininers, one provided
written comments, two declined to comment and giginticipated in
telephone interviews with ACCC staff.

There was a broad representation of users in theuttation process, with the
ACCC receiving feedback from major domestic aidina@ternational airlines,
regional airlines and a number of industry represtere bodies. Nine of the
11 PCC members who responded were identified aadpattended at least
one PCC meeting in the 12 month period since th€BE last short-form
assessment. Two members did not attend any PCGngedtowever they
were still able to provide comments on the PCC gssc

Overall, PCC members noted considerable improvemehirservices’
consultation processes within the last 12 monthsrims of timeliness, quality
of information provided and responsiveness to P@ti on capital
expenditure issues. Examples include improved tyualiminutes and
increased transparency of detail in Airservicesibess cases and quarterly
reports. There was also a high degree of satisfagtith the level of staff
representation from Airservices at PCC meetings.

However, there were also a number of suggestiomafitove the meetings,
including earlier circulation of materials to enssufficient time for members
to review and discuss internally and improving asdality of PCC meetings.
The absence of a dial-in option for PCC members arkeainable to attend
meetings was also raised as a general concerigiparty by overseas and
interstate PCC members. The option for membersatardto meetings in
future could help to maximise representation of fners at meetings.

In relation to project business cases, a numbBGs members would like to
see Airservices include more detailed analysihiefrange of options for each
project, rather than just focusing on the primgstian. A view was also
expressed that PCC members should have the oppipitive involved
earlier in the development of options to ensuré phajects are progressed
efficiently and that proposed solutions are fit porrpose. These measures
would provide increased information and transpayewer project
decision-making as well as an adequate explanafiary certain options are
or are not adopted.

With regard to the development of internal drivefrefficiency, it was
generally noted that progress remains slow in texhaeveloping a financial
rewards/penalties system for measuring Airservipesformance against Key
Performance Indicators (KPIs). A number of PCC mermslattributed this to
difficulty in translating Airservices’ Services Qtter KPIs into measurable
outcomes or agreeing to an alternative set of o®t8ome members
suggested that Airservices would achieve a bettrlr by adopting a different

13



5.12

5.13

approach such as a ‘productivity target’ or benatikmg against competitive
markets. In addition, a number of members, whilehawledging
improvement in capital expenditure transparencgressed desire for
Airservices to also increase transparency in itvajonal expenses over the
next year.

The ACCC also consulted with PCC members in refaiothe introduction of
a new Category 6 ARFF service at Port Hedland. iblwer of PCC members
held strong views both for and against the conoépetwork pricing (due to
issues of cross-subsidisation between locatiotisgrahan any matters
specific to Port Hedland.

In relation to charges for TN and ARFF servicesvmted out of ordinary
hours, the majority of members expressed no vieswéver, one member
supported the use of an out-of-hours pricing stmecas it ensured that costs
would be borne by those patrties that incur thetherahan increasing cost
pressures on other services.

ACCC'’s view

5.14

5.15

5.16

5.17

In reaching its decision to not object to Airseestprice notification, the
ACCC has assessed Airservices’ progress againstisnitments made

in 2011. The ACCC is satisfied that Airservices hesle solid progress in
improving its consultation on capital expenditui#@wever, the consultation
process has revealed a number of areas for Airgs¥o focus on improving
in 2013-14. In addition, the ACCC encourages Airges to focus on
developing the work done to-date on internal dewarefficiency in advance
of its next annual price notification.

Based on PCC members’ comments received duringh2-13 consultation
process, Airservices has improved the timelinesssagporting, and the
effectiveness of its consultation with PCC memligrensuring appropriate
staff attend PCC meetings.

While Airservices has provided the PCC with dethbeisiness case
information on its capital expenditure progranwis noted during
consultation that some stakeholders require seweraks to review
information internally and develop input and comiseiihis is particularly
important as the business case information ofteludles complex technical
information that takes a considerable amount oétimreview within
organisations.

The ACCC would encourage Airservices to providepportunity for PCC
members to be involved earlier in the developméwptions where there is a
view that they could assist with relevant technarad operational expertise.
As part of its capital expenditure consultatiore A&CCC would also
encourage Airservices to respond to the view, esga@ by a number of PCC

14



5.18

5.19

members, that they would benefit from being prodideth more detailed
analysis of alternative options in business cases.

PCC members appear generally satisfied with thgorese they receive to
input and questions in relation to the businese aa@srmation as well as
quarterly reporting, which occurs at each PCC mgeteveral PCC members
noted difficulties with attending PCC meetings argon due to location or
time issues and would value the opportunity toip@edte in PCC meetings by
video or teleconference rather than attending mgetin person.

The ACCC notes the work Airservices has underta@atevelop measures to
assess its performance against KPIs. This inclAdssrvices’ development
of a set of efficiency measures in consultatiorhwlie PCC, which have been
incorporated into Airservices’ 2012-13 Services @#raThe ACCC also
notes Airservices’ hosting of a workshop in 2018jchk included working
with users to develop performance metrics, stresmieporting frameworks
and ensure Airservices continues to meet its LTBmaitments. The ACCC
will continue to monitor Airservices’ work to impve its internal drivers of
efficiency and performance measures.

Assessment of out of ordinary hours TN and ARFF algas

5.20

5.21

5.22

Airservices’ notified charges for out of ordinargurs TN and ARFF services
are based on the overtime rate for an air trafiittiol (ATC) or ARFF crew
to be available to maintain the relevant categdrseovice.

Airservices provided its methodology for calculgticharges for out of
ordinary hours TN and ARFF services. They are baseithie costs of making
ATC staff available to provide TN services and tleeessary number of staff
to provide an appropriate ARFF service.

While the minimum fire vehicle water carrying respments, foam discharge
rates, response times and other safety measunasaepr each category of
ARFF service are set out in Civil Aviation Safetgdrilation 139H, staffing
requirements are not. The minimum level of staffuieed to provide an
adequate ARFF service has been determined by ®icssrusing a risk based
assessment of personnel required to respond tacadent, given the number
of vehicles required to be operated and the cayegfaaircraft involved. These
levels are set out in Table 5.3, below.

Table 5.3: Airservices’ after-hours staffing for ARFF services

Category 6 Category 7 Category 8
Fire Commander 1 1 1
Station Officer - 1 1
Fire Fighter 4 4 6

15



5.23

5.24

5.25

For services extending on from normal operatingitloe rates are charged in
15 minute units for ARFF or hourly increments fof @& Where an ARFF

crew is required to be called back after normalrsoa minimum of 3 hours
overtime is required to be charged. Out of ordifayrs charges for ARFF
services at Category 9 and 10 aircraft are notireduecause the airports that
service these aircraft operate on a 24 hour basis.

PCC members were largely indifferent when askeditws on the out of
ordinary hours charges. However, those that didnsen were positive about
the charges, seeing them as a necessary safetysexipat is efficiently
charged on a ‘user pays’ basis.

Based on this information, the ACCC does not olgj@the prices notified
relating to out of ordinary hours TN and ARFF seeg. Given that the
proposed charges are solely based on the overditeg for an ATC or ARFF
crew to be available to maintain the relevant aatggf service, the ACCC is
satisfied that such prices are not likely to bevabitne level of efficient prices.

Assessment of new Category 6 ARFF charges at Patldnd

5.26

5.27

5.28

5.29

The ACCC is satisfied that the proposed CategdhREF charges for Port
Hedland in 2013-14 are consistent with the LTPAeSthARFF services are a
necessary safety measure as mandated by the @iailidn and Safety
Authority (CASA) and were factored into the levélservice charges
projected within the five-year timeframe of the LAP

The requirement to provide ARFF services is goveime CASA regulations.
CASA's requirement to establish an ARFF servicéuides a criterion for
passenger traffic at an airport to exceed 350,@38gngers. According to
Airservices’ 2013 price notification, passenger iens at Port Hedland
Airport exceeded 400,000 during 2011-12.

The highest level of Category of an aircraft foriethARFF services need to
be supplied is determined by the number of moveseithe highest
Category of aircraft that uses the airport. Theshold currently used by
CASA is 700 movements in the busiest rolling thme@ath period. During the
three months to September 2012, the number of Gat&gaircraft
movements at Port Hedland exceeded 1,000. The lgioviassenger
numbers and aircraft size at Port Hedland is aifiedh to the resurgence of the
resources sector and supporting industries indgen.

The Port Hedland ARFF service is planned to commadycl July 2013 as a
Category 6 service and Airservices proposes to tlegyCategory 6 network
charge of $2.25 from that date. Category 7 senace®xpected to commence
later in the calendar year 2013 and following fartprice consultation and
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forecast traffic volume analysis. Airservices iguied to notify the ACCC of
its proposed Category 7 incremental charge pritevging new chargés

5.30 Inreaching its decision, the ACCC also recognibedl the LTPA factored the
addition of two new Category 6 ARFF services imistdase changes that
were projected to occur over the five-year LTPAiIqekrIn addition to Port
Hedland, the LTPA envisioned the possibility of n&RFF services being
added at Ballina or Coffs Harbour when passengereus at those airports
meet required thresholds. The ACCC will considerdalddition of any new
Category 6 ARFF charges proposed by Airservicéiseatelevant time.

5.31 In summary, the ACCC is satisfied that Airservigeiiposed prices are the
same as those proposed in the LTPA and will erthatet continues to
receive sufficient revenue to cover the efficiemsdts of providing services,
noting that the notified prices were consideredetail by the ACCC in its
assessment of the LTPA. For these reasons, the Aco@siders that the
Airservices’ 2013 price notification meets the erid under subsection
95G(7), and the ACCC does not object to the pratdication.

> Airservices’ provision of TN, en route and ARF#hdces are declared (within Declaration No. 66)
to be notified services under section 95X of theACBs the levying of a Category 7 charge at
Port Hedland was not assessed as part of the LARgervices is required to notify the ACCC
prior to increasing the prices for this declarexvises by submitting a price notification under
section 95Z of the CCA.
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6.1

6.2

6.3

ACCC'’s decision

The Australian Competition and Consumer Commishesdecided toot
object to Airservices Australia’s (Airservices) propos#tll 3-14 prices for
terminal navigation (TN), aviation rescue and fighting (ARFF) and
enroute services.

The price increases proposed by Airservices arsis@mt with those accepted
by the ACCC in 2011 as part of Airservices’ longatepricing agreement. In
addition, Airservices has included prices for cublinary hours charges for
TN and ARFF services and has also added a chargenfew ARFF service at
Port Hedland. The new charges are proposed toefédet from 1 July 2013.

This decision responds to a price notification sittad to the ACCC on

30 May 2013 by Airservices pursuant to subsect®f(9) ofthe Competition
and Consumer Act 2010. The details of Airservices’ prices are set outsn
price notification and are reproduced in AppendirfAhis

decision document.
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Appendix A: Airservices Australia’s current
and proposed prices

A.1  En route navigation services
Charging formula for en route navigation (en ros&)yices:

=  For IFR aircraft with an MTOW of 20 tonnes or more:
pricex(]hsltTa?cex\/MTOW

» For IFR aircraft with an MTOW up to 20 tonnes:

distance
X —

price x MTOW

Table Al: Airservices’ current and proposed pricedor en route services

En route service Current price Proposed price

(from 1 July 2013)
20 tonnes or more $4.07 $4.04
Up to 20 tonnes $0.91 $0.90

A.2  Terminal navigation services
Charging formula for terminal navigation (TN) se®s:

=  For all aircraft:

pri CQOC&IUOH x MTOW
Note: MTOW shall not exceed 500 tonnes.
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Table A2: Airservices’ current and proposed pricedor TN services

TN service location Current price Proposed price

(from 1 July 2013)
Adelaide $11.72 $11.78
Brisbane $6.15 $6.18
Cairns $11.84 $12.20
Canberra $12.03 $11.91
Coolangatta (Gold Coast) $9.77 $9.28
Melbourne $5.47 $5.49
Perth $8.03 $7.87
Sydney $5.59 $5.60
Albury $13.73 $14.21
Alice Springs $13.73 $14.21
Avalon $4.86 $5.03
Broome $13.73 $14.21
Coffs Harbour $13.73 $14.21
Hamilton Island $9.95 $10.30
Hobart $9.68 $9.68
Karratha $13.73 $14.21
Launceston $13.22 $13.68
Mackay $12.31 $12.19
Rockhampton $13.20 $13.33
Maroochydore (Sunshine Coast) $13|73 $14.07
Tamworth $13.73 $14.21
Archerfield $13.73 $14.21
Bankstown $13.73 $14.21
Camden $13.73 $14.21
Essendon $13.73 $14.21
Jandakot $13.73 $14.21
Moorabbin $13.73 $14.21
Parafield $13.73 $14.21
Darwin $2.04 $1.94
Townsville $2.65 $2.52

A.3 Auviation rescue and fire-fighting services
Charging formula for aviation rescue and fire-fighgt(ARFF) services:

= For all aircraft greater than 15.1 tonnes and taageraft between 5.7 and

15.1 tonnes:
pri Cecategory,location x MTOW

Note: MTOW shall not exceed 500 tonnes.
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Table A3: Airservices’ current and proposed pricedor ARFF services

ARFF service location Current price Proposed price

(from 1 July 2013)

Category 6 aircraft and below

Brisbane $2.14 $2.25
Melbourne $2.14 $2.25
Sydney $2.14 $2.25
Perth $2.14 $2.25
Adelaide $2.14 $2.25
Cairns $2.14 $2.25
Darwin $2.14 $2.25
Coolangatta (Gold Coast) $2.14 $2.25
Canberra $2.14 $2.25
Hobart $2.14 $2.25
Karratha $2.14 $2.25
Townsville $2.14 $2.25
Alice Springs $2.14 $2.25
Avalon $2.14 $2.25
Ayres Rock $2.14 $2.25
Broome $2.14 $2.25
Hamilton Island $2.14 $2.25
Launceston $2.14 $2.25
Mackay $2.14 $2.25
Rockhampton $2.14 $2.25
Maroochydore (Sunshine Coast) $2/14 $2.25
Port Hedland - $2.25
Category 7 aircraft

Brisbane $2.34 $2.45
Melbourne $2.29 $2.40
Sydney $2.25 $2.36
Perth $2.43 $2.61
Adelaide $2.82 $2.96
Cairns $2.77 $3.05
Darwin $4.10 $4.51
Coolangatta (Gold Coast) $3.93 $3.89
Canberra $8.51 $8.73
Hobart $8.14 $8.96
Karratha $7.96 $8.16
Townsville $10.25 $11.27
Category 8 aircraft

Brisbane $3.17 $3.33
Melbourne $2.77 $2.91
Sydney $2.52 $2.64
Perth $3.64 $4.01
Adelaide $7.22 $6.50
Cairns $5.76 $6.34
Darwin $19.43 $20.40
Coolangatta (Gold Coast) $4.85 $5.34
Category 9 aircraft

Brisbane $4.58 $5.04
Melbourne $3.75 $4.12
Sydney $3.03 $3.34
Perth $6.29 $6.92
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A4

Airservices’ prices for out of hours TN and ARFF services

Out of hours charges are based on the overtimdaafgr Traffic Control (ATC) or
ARFF crew to be available to maintain the relevategory. For services extending
on from normal operating hours the recovery is madé minute units for ARFF or

hourly increments for ATC. Where an ARFF crew iguieed to be called back after

normal hours a minimum of 3 hours overtime is regpito be covered.

Table A4: Airservices’ proposed prices for out of adinary hours TN services

Before or after normal hours (inc GST) 1 July 2013

Up to 15 minutes n/a
Over 15 up to 60 minutes $202
Each additional hour or part hour $202

Table A5:

Airservices’ proposed prices for out of adinary hours ARFF services

ARFF Category of
Service (inc GST)

Greater than 15
minute before/after
normal hours & every
15 minutes thereafter
(or part thereof)

Recall of Staff Flat
Charge*

6 $90 $1,081
7 $110 $1,317
8 $114 $1,730
9/10** n/a n/a

* Recall of Staff Charges apply only where the timof the out of hours service
requires staff to be called in from home to work.

** These are 24 hour locations
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Appendix B: Pricing Consultative Committee
members

Airservices holds Pricing Consultative Committe€(@® meetings with industry
stakeholders every quarter.

The industry representatives that comprise the ctie@membership are listed
below. These include domestic and internationdihas, airline representative
associations, airport representative associatgsrseral aviation and recreational
flying associations and international airline reyanetative associations.

PCC members

Australian Airports Association (AAA)

Air Canada

Air New Zealand

Aircraft Owners and Pilots Association of AustralfeOPA)
Board of Airline Representatives of Australia (BARA
Cathay Pacific

Emirates

Etihad

International Air Transport Association (IATA)

Jetstar

Qantas

Regional Aviation Association of Australia (RAAA)
Regional Express (REX)

Royal Federation of Aero Clubs of Australia (RFACA)
Singapore Airlines

United

Virgin Australia Group of Airlines (VAA)
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Appendix C: Legislative framework and the
ACCC'’s approach

The provision of TN, en route and ARFF servicedbgervices are declared to be
notified services under section 95X of thempetition and Consumer Act 2010
(CCA)? Airservices is a declared person under subse86¢X)(2) of the CCA’ The
relevant declaration, Declaration No. 66, is axddan the ACCC’s website at:
Www.accc.gov.au/aviatioh

C.1 The ACCC is responsible for assessing Airsengs Australia’s price
notifications

A declared firm cannot raise the price of declagexvices beyond its peak price of the
previous 12 months unless it first notifies the ACGf a proposed price increase and
the terms and conditions of supply. Following thegement of the price notification,
there is a price-freeze period of 21 days. The AGCiGen responsible for assessing
the proposed price increase.

The price-freeze period ceases when:
» the ACCC advises it does not object to the proppsieg increase
» the declared firm agrees to implement a lower pspecified by the ACCC
= the prescribed period — initially 21 days — expires

The ACCC has the option of recommending an inquarhe minister if the outcome
of the procedure is perceived to be unsatisfactory.

As set out in section 95ZB of the CCA, there isapplicable period’ of initially
21 days within which the ACCC is to make its assesH, starting on the day on
which the formal price notification is lodged.

However, price notifications are often complex. fgfere, the ACCC suggests that a
declared firm submit a draft price notification faynsideration prior to lodgement of
a formal price notification. This provides the deeld firm and the ACCC with
sufficient opportunity to consult with each othand other parties where appropriate)
to consider all relevant issues involved in theg@proposal, and to ensure that all
information requirements supporting the proposalsatisfied.

Although a declared firm is only required undertRArA of the CCA to submit a
proposed price in its price notifications, the AC8&s encouraged Airservices to also
include future price paths, which it considers éorélevant in its assessment of the
price notification against the relevant criteriahie CCA.

®  The declaration originally had effect under secdrof thePrices Surveillance Act 1983 (PS Act).On

1 March 2004, the PS Act was repealed and the id¢ida was taken to have effect under Part VIlAhef
Trade Practices Act 1974 (TPA). On 1 January 2011, the TPA was renamedtmapetition and Consumer
Act 2010.

"In this document, a ‘declared firm’ is used to retea ‘declared person’ to assist in the readiinttpis guidance.
8 www.accc.gov.au/aviation Airservices Australia > Declaration No. 66.

Pursuant to subsection 95ZB(2) of the CCA the ACCC spagify a longer price-freeze period with the
consent of the person who gave the locality notiteircumstances where the ACCC has given a response
notice under subsection 95Z(6)(c) the period ie aldended by 14 days.

9
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Where a declared firm first submits a price nogifion that includes a long-term price
path, the ACCC will conduct a detailed assessmgthteosubstance of the proposed
prices over the full period covered by the pricthpdhe ACCC will then make a
decision on the proposed prices covering the yiestr of the periof. The declared
firm will be required to submit locality noticesrfeach of the subsequent years
covered by the price path. For those subsequens i@ ACCC may consider it
appropriate to conduct a short-form assessmenepsoc

A detailed outline of the ACCC'’s suggested prodessll price notifications,
including a discussion of short-form assessmestspmntained in the ACCC’s
Satement of regulatory approach to assessing price notifications (June 2009), which
is available on the ACCC's website atvw.accc.gov.ad®

C.2  The statutory criteria for assessing price notications

In exercising its powers and performing its funeipsubsection 95G(7) of the CCA
requires the ACCC to have particular regard tontbed to:

a) maintain investment and employment, including tifeience of profitability
on investment and employment

b) discourage a person who is in a position to subiathninfluence a market for
goods or services from taking advantage of thatgsowsetting prices

c) discourage cost increases arising from increasesges and changes in
conditions of employment inconsistent with prinegplkestablished by relevant
industrial tribunals.

In assessing the price notification against theigiay criteria, the ACCC has
interpreted the criteria in subsections 95G(7)(a) @) as seeking to promote
economically efficient investment and employmembtighout the economy. This is
broadly consistent with the objectives outlinecty Government for pricing
infrastructure services under the national accegisne.

Economic efficiency encompasses the following elatsie

= productive efficiency, which is achieved when firhesse the appropriate
incentives to produce goods or services at leagtt aad production activities
are distributed between firms in a manner that mises industry-wide costs.

= allocative efficiency, which is achieved when firersploy resources to
produce goods and services that provide the maxifmemefit to society.

= dynamic efficiency, which is achieved when firms&appropriate incentives
to invest, innovate and improve the range and tyuafigoods and services,
increase productivity and reduce costs over time.

In an open and competitive economy, efficient psmn of services underpins
investment and employment opportunities. Welfartgaeging investment and
employment in the national economy will be promaotgdaen firms produce goods or
services at least cost and charge prices thatsponel as closely as possible to

9 Under section 95Z a declared firm cannot raiseptize of declared services beyond its peak price o
the previous 12 months unless it first notifies #&CC of a proposed price increase and the terms
and conditions of supply.

1 http://transition.accc.gov.au/content/index. phtiattild/700599
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competitive levels. Although a competitive benchkmaiay be lacking in industries
subject to prices surveillance, economically effitiprices would, as in competitive
areas, reflect least-cost production and includditomargins reflecting a return on
capital commensurate with the risks faced by tha.fi

Prices above efficient levels result in a lossllicative efficiency as they discourage
some marginal purchases which would have had a&\althe purchaser above the
cost of supply. As excessive prices are passed bigher costs for other industries
using the services, they lead to lower profits paténtially a loss of investment and
employment opportunity in the competitive sectdrthe economy.

Accordingly, the ACCC considers that the critenaubsections 95G(7) will
generally be met by economically efficient pricdsieh reflect:

= an efficient cost base
= areasonable rate of return on capital.

Including a reasonable rate of return on capitdr@skes the criterion in paragraph
95G(7)(a) by providing incentives to maintain ptalile investment. At the same

time, discouraging a declared firm from charginggs based on profits greater than
the reasonable rate of return, as per criterigramagraph 95G(7)(b), addresses issues
relating to market power that the firm may havéh@ market for notified goods and
services.

With regard to the criterion in paragraph 95G(7)(c)assessing a price notification
the ACCC will usually treat the level of wages aehditions as part of its broader
concern for an efficient cost base.

More detailed information on the ACCC'’s approachhi® interpretation of the
statutory criteria is contained in the ACCQ&stement of regulatory approach to
assessing price notifications (June 2009), which is available on the ACCC’s wigbsi
at: www.accc.gov.au
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