


 

 

Regulatory Information Disclosure – Specified Airport Services 

 

Annual Information Disclosures FY11  

 

Key Points: 

 Auckland Airport is committed to the new information disclosure process and to ensuring that 
the new regime is given sufficient time to be fully tested. 

 Auckland Airport is proud of its airport performance and has committed to further embedding 
the objectives of part 4 of the Commerce Act into its company culture, values, policies and 
decision making – Auckland Airport believes that what benefits consumers also benefits its 
business and benefits New Zealand. 

 Auckland Airport believes that an airports performance against the purpose of Part 4 cannot 
reasonably be assessed on the basis of a single year’s disclosure. The variable nature of the 
industry and its players may lead to legitimate differences in reporting interpretation, 
methodology and approach. 

 Isolated elements of the FY11 disclosure require further explanation. The disclosure has a one-
off reported return on investment (ROI) heavily influenced by non-cash and unrealised 
revaluations which does not reflect in cash-flows. With the support of the airlines, we have had 
a moratorium on asset revaluations in place for the FY08 to FY12 pricing period. The returns 
partly reflect a weighted average cost of capital (WACC) that was set for pricing 5 years ago, 
making comparisons difficult. 

 Auckland Airport’s goal is to serve the interests of consumers and NZ by driving choice, 
innovation, efficiency and quality – reflecting its service ethos of making journeys better – and 
by ensuring that, as the airport that receives more than 70% of all visitors to NZ and contributes 
the most to tourism and trade, it does not constrain the country’s economic growth agenda. 

  

Introduction 

This report, including these explanatory notes and the attached schedules, provides a 
comprehensive public disclosure of information outlining the delivery of regulated services at 
Auckland Airport for the year to 30 June 2011. Auckland Airport does not believe it should be 
considered in isolation from the FY10 disclosure, or subsequent performance disclosures. The 
information also reflects the service ethos of Auckland Airport of ‘making journeys better’ for 
consumers, for airlines, and for our business partners. 

Auckland Airport is committed to working with the Commerce Commission on the new information 
disclosure regime to ensure the purpose of Part 4 of the Commerce Act is fulfilled. The new 
information disclosure reporting regime is a significant improvement on previous reporting 
requirements as it encompasses broader performance measures than simply financial outcomes, 
and provides for a more effective and comprehensive assessment of regulated services. The 
increased transparency of the new regime provides better means for explaining an airport’s 
individual circumstances alongside its regulated services, including commercial pricing 
arrangements, capacity constraints and capital requirements. 

That said, it is difficult for any industry-wide disclosure regime, no matter how good, to 
accommodate all the individual characteristics and circumstances of industry participants, 
particularly in an industry such as airports with wide differences in size, scale, networks, airline 
customer competition, infrastructure, asset bases and growth rates. These variances may lead to 
legitimate differences in reporting interpretation, methodology and approach, whilst still reflecting 
the desired outcome of benefiting New Zealand and consumers.  



 

One key area of difference between Auckland Airport’s approach to pricing and the Commerce 
Commission’s approach to information disclosure is in the treatment of revaluations. To avoid the 
short-term variances that can be caused by unrealised revaluation gains or losses, Auckland 
Airport, with the support of airlines, has had a moratorium on asset revaluations in place for the 
FY08 to FY12 pricing period.  It is noted that asset revaluations at Auckland Airport during this 
period have resulted in unrealised valuation gains.  

The Commerce Commission’s approach sees those gains increasing the regulatory asset base 
and being included in the regulatory profit used to calculate the return on investment. By 
comparison, the moratorium approach supported by Auckland Airport and the airlines does not 
include these unrealised valuation gains in the regulatory asset base and regulatory profit. Both 
methods are valid, in that over time they should produce the equivalent NPV=0 results, but 
measuring performance using one methodology against actual results derived from another 
methodology can bring challenges in interpreting results and meaningfully assessing the long-term 
effectiveness of the new regime.   

For ease of reading, this summary of the disclosure is structured against five core themes derived 
from the purpose statement of Part 4 of the Commerce Act 2008. These align strongly with 
Auckland Airport’s culture, values and business planning.  Please note that Auckland Airport 
addresses separately the purpose of having an incentive to invest in innovation and an incentive to 
invest in increased capacity as these are investment decisions of a different nature. Where 
relevant, particular schedules relating to these themes are referenced.  

To summarise, this disclosure and associated schedules reports comprehensively on the extent to 
which Auckland Airport is benefiting consumers through: 

 

1. Identifying and implementing innovations 

2. Having an appropriate incentive to invest 

3. Providing services of the quality and range required by consumers 

4. Generating efficiencies and sharing the benefits of those efficiency gains with 
consumers 

5. Earning a fair and reasonable return on the investments made  



 

Identifying and implementing innovations (Schedules 6, 11, 12, 13, 14, 15) 

The introduction of technologies and innovation to improve departures, arrivals and border 
initiatives is a continuous process that can increase the propensity to travel and increase the 
available capacity of the existing infrastructure, thus deferring capital expenditure on new 
infrastructure until it is needed.  

Successful innovation serves several purposes. It leads to operational improvements as outlined in 
Schedule 15. It also improves capacity utilisation of terminal and airfield facilities (Schedules 12 
and 13) and can increase reliability performance (Schedule 11). 

Innovation can also reduce actual expenditure against forecast expenditure (Schedule 6), by 
finding new ways to utilise existing assets, increase capacity, and delay the need for further 
investment.   

Auckland Airport has a history of innovation in airport and airfield operations and in customer 
service. For example, the Auckland Airport ‘Blue Coat’ ambassador programme initiated here has 
been copied by many airports around the world, and is frequently cited in Airport Service Quality 
(ASQ) surveys and customer research as a source of satisfaction (Schedule 14). 

Innovations can also improve operational risk. Auckland Airport recently introduced a world-first 
‘Jackal’ grass, especially developed by PGG Wrightson, containing a fungus that deters insects, 
and in turn, reduces bird activity near runways.  

A harbour-side location means that Auckland Airport has needed to find innovative ways to 
manage risks associated with extreme weather and tidal conditions. Auckland Airport was the first 
airport in Australasia to introduce Cat III technology to assist with airport operations in low-visibility 
conditions and significantly reduce the number of fog-related delays or cancellations for airlines.  

Airport partners are involved in the identification and development of innovations through airport-
wide initiatives to incentivise good ideas. A recent initiative, dubbed ‘Every Minute Matters’, 
produced a number of ideas, including a winning idea from MAF Biosecurity, which identified a 
smarter way for ‘disinsection’ of a plane upon landing. This idea saves up to 10 minutes in the 
processing of each arriving flight.  

Each time-saving initiative helps with reliability, customer satisfaction, capacity utilisation and 
operational improvements. 

One of the key drivers of innovation is destination competition. Being further away from major 
markets, for Auckland Airport to compete effectively with the likes of Sydney, Melbourne and 
Brisbane Airports, our airport processing, operations and product offer must be as good, if not 
better. As Auckland Airport provides the first or last impression for most visitors, these efforts 
reflect on the perception of New Zealand as a destination. This need to represent New Zealand 
well helps inform the terminal environment design, which is reflected in passenger satisfaction, with 
ASQ scores averaging ‘very good’. 

Product innovations include the introduction of free car-parking for the first 10 minutes, which has 
reduced the need for increased forecourt space required for passenger pick-up and drop-off and 
has reduced pressure on terminal capacity. The Auckland Airport Emperor Lounge opened in late 
2011, complementing a number of existing airline operated lounges that are located at Auckland 
Airport, providing greater choice for partner airlines and for passengers. 

An important service innovation in recent years has been the removal of the international departure 
fee, replaced with a passenger service charge that is levied on the airlines. Consumer feedback for 
many years was unequivocal that having to pay a separate departure fee at the airport was a poor 
experience. This Auckland Airport initiative has since been followed by Christchurch Airport and 
Wellington Airport.  

Airfield innovations include apron lighting for low visibility conditions, and ground power units to 
improve energy efficiency of aircraft. To be A380 capable, gate 15 and 16 in the Pier B building are 
specially fitted with two Multi Aircraft Ramp System (MARS) air-bridges able to disembark or load 



 

both levels of the aircraft. These also provide the unique ability to service two A380s or four 
smaller aircraft at the same time.  

To ensure New Zealand was A380 ready Auckland Airport upgraded the main runway, adding a 
7.5m asphalt strip down each side. While this runway rehabilitation was underway, the taxiway was 
converted to a runway to allow operations to continue. Innovative engineering techniques were 
employed for the first time in New Zealand to allow for sections of widened runway to be poured in 
a way that minimised impact on airline operations. 

Innovation is being used to generate sustainability efficiencies and energy savings. The LEED 
accredited Pier B international terminal has the largest solar voltaic panel array in New Zealand on 
the roof, 300m² of solar panels, providing much of the energy for the building. Improvements in 
water capture technologies have reduced the water use per passenger down to 0.049 cubic metres 
in 2011, down from 0.055 cubic metres the year before. Rainwater is collected and piped to a 
rainwater reclaim tank farm. Approximately 4000m³ of rain water is collected annually and recycled 
for use in the air-conditioning cooling towers.  

Public recycling stations have been installed at Auckland Airport since 2008. There are ten in the 
international terminal and five in the domestic terminal for plastic, cans and glass. Auckland Airport 
also provides facilities for tenants to recycle their waste and together they recycle over 400 tonnes 
from the terminals which gives a recycling rate of around 25%. 

Operationally, a recent Auckland Airport innovation has been the introduction of Advanced 
Passenger Display, which has assisted with resource allocation and capacity utilisation. This 
provides border agencies and Auckland Airport with advanced information on the nationality 
breakdown of arriving passengers.  

Operation Kingfish saw Auckland Airport work with Air New Zealand to introduce self-check 
facilities at international check-in. Auckland Airport has also innovated in assisting passengers to 
get to the gate in time for flights, with new Flight Information Displays, supplemented by targeted 
gate announcements, helping to reduce missed flights.  

In the last year, with the growing ubiquity of smart mobile devices, and the rise of digitally savvy 
consumers who want individualised products and services on demand, the concept of a ‘smart’ 
airport has also become a proxy for innovation at Auckland Airport. As part of our research, 
Auckland Airport is assessing how consumers in the near-future will travel, and the experience 
they expect along the way.  

 

Having an appropriate incentive to invest 

In general, airports are one of the few industry sectors in New Zealand that does not have a 
significant sector-wide infrastructure deficit. That said, airport infrastructure is very capital intensive 
and long-lived, and it is essential for New Zealand that airports continue to have appropriate 
incentives to provide the capacity necessary to ensure there are no growth constraints and to 
facilitate our country’s ambitions to grow trade and tourism.  

Auckland Airport is an economic growth engine for the Auckland and New Zealand economies, 
generating thousands of jobs and driving millions of dollars' worth of tourism and trade activity. It 
handles more than 230,000 tonnes of airfreight annually worth $12.5 billion; contributes around 
$19 billion annually to the national economy and $10.7 billion to the Auckland economy (13.7% of 
New Zealand's GDP).  

Projected to grow faster than the rest of the economy, this importance will grow. Auckland Airport's 
goal is to enhance this economic contribution as much as possible. With that in mind it is taking 
steps to increase productivity, by investing in smart airport infrastructure, in air-service 
development and, in conjunction with our key stakeholders, initiating and promoting programmes to 
attract more tourists and trade to New Zealand.  

 



 

Auckland Airport is heavily focused on growing tourism, travel and trade for the benefit of Auckland 
and New Zealand. Gaining better air connections to high-growth markets is essential for New 
Zealand’s economic growth agenda – there is a strong link between air services, market access 
and economic growth. 

Master-planning for the future considers factors such as demographics, population growth, tourism 
growth, aviation trends, the economy, the regulatory framework, globalisation, technology, 
resource constraints, security, environmental responsibility, community and stakeholder input. 

While there is a responsibility to Auckland and New Zealand to ensure long-term tourism 
infrastructure capacity for predicted growth is in place, Auckland Airport must also carefully 
balance supply with demand to optimise the efficiency of existing infrastructure and to ensure 
excess capacity is not delivered too far ahead of need. 

A major development programme, which saw more than half a billion dollars invested in new 
infrastructure over several years, came to a conclusion in the late 2000s.  Since then, the main 
emphasis has been on maximising the efficiency of this investment by improving utilisation of 
airport assets. But as passenger numbers, aircraft movements and freight volumes continue to 
grow, capacity constraints will develop.  

In particular, capacity in the domestic terminal is becoming increasingly constrained. Accordingly, 
in consultation with our stakeholders, we need to carefully and appropriately invest to ensure that 
Auckland Airport is able to meet expected demand and underpin growth within the region.  

With strong passenger and freight growth projected, and with the more than 40 year old existing 
domestic terminal infrastructure nearing the end of its useful life and degrading service, Auckland 
Airport needs to begin investing carefully now to ensure long-term tourism infrastructure capacity is 
in place at the right time and that out-dated assets do not negatively impact on New Zealand's 
reputation. 

Because of the dynamic operating environment, Auckland Airport must continually adapt for the 
long-term horizon. A long-term planning vision of a centralised domestic and international terminal 
served by two runways, surrounded by a vibrant airport business district, and well connected with 
the city remains central to the airport’s thinking. With growth in passenger and freight transport, 
changing aircraft types, and associated aircraft movements Auckland is now confronting capacity 
constraints, particularly in the domestic terminal. These constraints will only become more acute as 
more of the larger A320 aircraft are deployed on domestic routes. The highest priority for the short 
to medium-term horizon is to address the capacity constraints in the existing domestic terminal and 
to find a pathway for enabling the future benefits for passengers and New Zealand resulting from 
the integration of terminals.  

A second runway to the north and parallel to the existing runway has long been part of the 
Auckland Airport master-plan and will, in time, be essential to cope with forecasted long-term 
tourism and trade growth. Construction work on the Northern Runway commenced in 2007 and 
was temporarily paused in 2009 to maximise the capacity utilisation of the existing runway and 
better match timing of delivery with demand slowed by economic conditions. This suspension of 
construction was extended for several more years in July 2010, following extensive consultation 
with the airline industry and a review of capacity management. That review identified more 
innovative means of managing peak-time capacity on the existing runway, meaning it can handle 
expected growth for longer than earlier envisaged. Additionally, although passenger volumes are 
growing again, the growth trend is behind where it was anticipated to be when construction of the 
Northern Runway began. The eventual recommencement of the Northern Runway construction will 
be demand-driven relative to the capacity of the existing runway and terminals. 

As the airport grows, the efficient use of land becomes more important. Auckland Airport has a 
coherent land development vision, centred on an Auckland Airport Business District that provides a 
framework to maximise land use. 

The nature and large scale of some of the capital investment that will be required to accommodate 
demand growth at Auckland Airport, and the relatively shallow capital pools available in the 



 

country, means that we must be able to raise capital and attract funding from a wide range of 
sources. Access to global capital is therefore critical to our ability to invest.  

The treatment of revaluation gains and other non-cash items that remain unrealised is an important 
consideration in terms of our incentive to invest.  As these unrealised gains do not contribute to 
cash returns, they make no contribution to the funding of investment in infrastructure. 

 

Providing services of the quality and range required by consumers (Schedule 14 and 15) 

Schedule 14 of the disclosure statements reports on passenger service indicators, which are one 
measure of Auckland Airport’s ability to provide services of the quality and range wanted and 
expected by consumers. The operational improvement indicators outlined in Schedule 15 also 
serve to highlight work that improves customer satisfaction. 

Auckland Airport uses a number of methods to understand and improve the quality of services 
required by customers and to assess customer satisfaction. These include membership of the 
global ASQ service rating system. Outlined in more detail in Schedule 14, ASQ is a customer 
satisfaction analysis and benchmarking programme. Average survey scores for the year showed 
slow but steady improvement from a high base.  

A strong passenger satisfaction indicator is also the World Airport Skytrax Awards. For the last four 
years, Auckland Airport has been voted the best airport in Australia Pacific in the World Airport 
Skytrax awards, and was named in the top 10 airports in the world in 2009, 2010 and 2011. We 
also received the Best Service in Australia Pacific award in 2009 and 2012. These annual awards 
are based on a global survey that received over 12 million entries in 2012, evaluating traveller 
experiences across 39 different airport service and product factors - from check-in, arrivals, 
transfer through to departure at the gate.  

Auckland Airport also undertakes regular qualitative and quantitative market research that assists 
in understanding consumer needs and preferences. The quality and range of products and 
services across the business has been expanded, including terminal amenities and passenger 
processing. This offers choice and encourages supplier innovation and competition to help grow 
the size of the overall market.  

Research also indicates that consumers expect a certain quality of airport environment, or 
ambience. In 2011, Auckland Airport completed a major refurbishment of international departures 
including an expansion of airside and emigration processing space and a reduced space landside. 
This has helped Customs and Aviation Security to increase processing speed, and has assisted 
airlines by reducing the incidences of passengers missing flights. The refurbishment also had a 
particular focus on using design to enhance the passenger experience. The quality of the 
refurbishment was recognised in August 2011, being awarded the Supreme Winner at the national 
Red Retail Design Awards, which promote excellence in design.  

A pre-Rugby World Cup 2011 refresh of the arrivals experience included a review and upgrade of 
way-finding for international arriving passengers, making it easier for passengers to find their way 
around, and thereby improving the capacity utilisation data outlined in Schedule 13 and the 
passenger satisfaction indicators outlined in Schedule 14. 

Auckland Airport is also seeking to improve terminal access for the disabled and for the mobility-
reduced. In late 2010, an Access Audit was undertaken for both the International and Domestic 
terminals by the Disability Resource Centre, with a number of best-practice initiatives already 
completed and underway following the recommendations of that audit.   

Air-service development initiatives have continued with the aim of driving market growth and 
increasing consumer choice. Auckland Airport has invested significantly in international air-service 
development to stimulate and accommodate targeted tourism and trade growth and to benefit 
consumers through an increase in air-service competition and an expansion of destination options. 



 

Due to the smaller market scale, opportunities to invest in domestic and regional air-service 
development that benefits consumers through increased competition and choice are more limited. 

Improved physical access to the airport is important to consumer satisfaction. Auckland Airport has 
worked with transport agencies and operators to increase choice in airport transport options and 
improve the road and forecourt layouts to improve ease of use and increase safety. This has, to 
date, resulted in an increased frequency of bus services, an award-winning car-pooling system, 
and strong participation in council initiatives to identify and protect transport routes for a future 
rapid transit network option.  

Consumers increasingly expect that organisations meet their responsibilities and obligations to 
care for the community and the environment. Auckland Airport has the largest noise mitigation 
programme in New Zealand, designed to reduce noise impacts and meet our obligations to the 
community. The Auckland Airport Community Trust has now distributed over $2 million in funding 
to community initiatives within the airport noise contours. In 2011 Auckland Airport gained ‘Silver’ 
status in the international Earthcheck sustainability benchmarking programme, and was the only 
organisation in New Zealand nominated in every category of the Sustainable 60 awards. Using a 
range of energy harnessing or energy saving-related initiatives there are continued improvements 
across all key measures, including CO2 and water use per passenger.  

 

Generating efficiencies and sharing the benefits of those efficiency gains with consumers 
(Schedules 6, 11, 12, 13, 14 and 15) 

Schedules 12 and 13 of the disclosures report on the ability of Auckland Airport to maximise 
utilisation of the passenger terminal and the aircraft and apron facilities to drive efficiencies for 
passengers and airlines. Schedules 11, 14 and 15 are influenced by the benefits that are gained 
through better efficiency. 

Achievements in operational efficiencies have continued across the terminal and airfield. These 
include the extension of SmartGate into international departures, continued collaboration with our 
airport partners on expanded Lean Six Sigma efficiency work, and the further development of 
Smart Border initiatives. Smart Border is Auckland Airport’s description for the group of technology 
and efficiency initiatives that, when completed, can effectively ‘submerge’ the trans-Tasman border 
processing experience for travellers, making it as close to a domestic journey as possible, while 
preserving sovereign border integrity in terms of immigration, customs and bio-security needs.  

Auckland Airport works constantly with relevant border agencies (in particular, MAF, Immigration 
and Customs) using Lean Six Sigma methodologies to drive a better experience – the success of 
which was particularly evident during the RWC 2011. This is an on-going process as we strive to 
improve our levels of service and the passenger experience. The results of the Lean Six Sigma 
work are reflected in Schedules 12, 13 and 15. In particular, in line with Schedule 15 there have 
been operational improvements in passenger processing times. SmartGate self-service border 
kiosks were advocated for, trialled and first introduced at Auckland Airport, speeding up the 
Customs process for eligible New Zealand and Australian passport holders. Time and convenience 
are a strong proxy for value for a passenger. 

Self-service check-in kiosks are now available for domestic travel with Jetstar and for both 
domestic and trans-Tasman travel with Air New Zealand. In addition, Auckland Airport supported 
the introduction of risk-based biosecurity screening, increasing the likelihood of detecting bio-
security risks and speeding up MAF bio-security screening times significantly.    

There has been a focus on procurement efficiency. Auckland Airport has successfully reduced the 
number of suppliers from over 5000 to fewer than 1500, generating operational efficiencies, greater 
economies of scale, and reduced supplier management cost. 

Auckland Airport has also completed a review of its capital sourcing strategies and capital 
allocation/productivity. In improving the discipline and efficiency of the sourcing and allocation of 
capital, cost pressures on the balance sheet have been reduced, and there is more informed and 



 

more accurate decision-making on potential expenditure (Schedule 6). In tightly controlling capital 
expenditure and making every dollar count, there is an emphasis on innovative thinking and better 
utilisation of existing assets (Schedules 12 and 13).   

Changes were made over the year to the domestic and international terminal forecourts to ease 
congestion, facilitate better traffic flow, and make provision for more public transport. Ahead of the 
RWC 2011, Auckland Airport also invested in a revamp of the international terminal arrivals 
experience, particularly the airside arrivals corridor and the landside public arrivals hall, and in an 
update of signage at both terminals. 

A key focus is on maximising the efficiency of infrastructure to delay capital expenditure as long as 
prudently possible. As growth in air traffic continues to rebound, the capacity of the terminal 
infrastructure can be maximised through greater use of technology such as SmartGate to increase 
processing capacity, improved optimisation of processes and facilities using process improvement 
methodologies, and a fresh focus on how existing assets such as runways, taxiways, airfields, 
roads and terminals are used. An example is the development of a new roading plan for future 
airport terminal access, which has significantly reduced projected capital expenditure forecasts, 
avoiding the need for up to $150 million in roading construction. 

As well as having a strong growth focus, Auckland Airport has strived to disconnect costs 
(including capital expenditure) from passenger volume growth to help drive down unit costs and 
reduce pressures on pricing. 

Reliability of core regulated services has been very high, and compares well with international 
airport performance. Auckland Airport believes the best measure is to calculate reliability of these 
core services as a percentage of available time. For example, the overall availability of the runway, 
including a significant and unusual outage in late 2010 caused by cabling works commissioned by 
Airways, was over 99.9%. 

 

Earning a fair and reasonable return on the investments made  

As outlined in the introduction, and in Schedule 1 of the disclosures, Auckland Airport believes that 
return on investment should be measured over a period of time rather than at a single point in time. 
As this is the first disclosure under the new information disclosure regime it should form the first of 
a series of data on return on investment.   

While new airport facilities deliver benefits to New Zealand tourism and trade, Auckland Airport 
acknowledges that providing this new infrastructure will represent a significant investment that will 
affect airport charges. It is conscious of the challenging environment some airlines currently face, 
and the Asia-centric growth that other airlines are experiencing. Such concerns must be balanced 
with the requirement to invest in infrastructure, in a staged, fit-for-purpose and highly efficient way 
to best meet New Zealand’s interests. 

Historically, Auckland Airport has earned conservative returns on investment. As outlined in earlier 
information disclosures, the last three years of return on average assets after tax but before 
interest were 1.0% (2010), 4.5% (2009) and 4.5% (2008), based on the methodology adopted at 
the time and excluding any revaluations.   

Auckland Airport also has a history of delaying major investments, for example on the Northern 
Runway, in recognition of evolving market conditions, and in order to carefully optimise delivery 
with market need. In July 2009, in recognition of the extraordinary conditions being experienced at 
that time by our airline customers, it deferred a scheduled increase in landing charges, effectively 
waiving $2.7 million of revenue over a nine month period. There was a return to the scheduled 
pricing arrangement in March 2010. 

Schedule 1 reports on the actual return on investment compared to an estimate of WACC for the 
year ended 30 June 2011. The commentary explains how different but valid methodology 
approaches can give different outcomes.  



 

The three main differences relate to; the difference in timing in setting an appropriate WACC for 
pricing, a moratorium on asset revaluations included in Auckland Airport’s price setting in 2007 and 
the exclusion of land held for the future second runway and expansion of aircraft and freight 
activities. 

As prescribed by the information disclosure determination, the WACC comparatives provided in 
Schedule 1 are the Commerce Commission’s estimates for the year ended 30 June 2011 using 
inputs determined as at 1 July 2010. The "previous price setting event" relevant to these 
disclosures occurred in 2007 and the WACC used for that pricing used inputs determined at that 
time. This meant that the WACC used for pricing purposes is very different to the WACC now 
being used to benchmark the subsequent outcomes of the previous pricing decision.   

Applying the Commerce Commission’s WACC methodology, but using the inputs applicable at the 
time of the previous price consultation, would have resulted in a mid-point (50th percentile) post-
tax WACC estimate of 9.11% (for 2007), rather than the Commission’s 8.06% (2011) estimate in 
Schedule 1. Further, using the Commerce Commission’s WACC methodology with the inputs 
applicable at the time of the previous price consultation, but using the 75th percentile (as used by 
the Commerce Commission for price setting purposes in other industries) would have resulted in a 
post-tax WACC estimate of 10.09% (2007) compared with the 8.06% (2011). 

In 2007, Auckland Airport consulted with its substantial customers on how to treat asset 
revaluations.  With the support of the airlines, the price path for FY08 to FY12 included a 
moratorium on asset revaluations to avoid the short-term variances it may produce. Therefore no 
revaluation gains were included in the calculation of Auckland Airport’s regulatory profit used to 
calculate return on investment during the pricing period.   

In contrast, the Commerce Commission is measuring the return on investment by including 
revaluations in the calculation of Auckland Airport’s regulatory profit used to calculate return on 
investment. Each is a valid approach if consistently applied. However, the Commerce 
Commission’s approach includes revaluations as income even though the pricing decision in 2007 
did not include these increases in the asset base. 

Auckland Airport’s reported return on investment set out in the disclosures ended 30 June 2011 
incorporates the revaluation gains. To illustrate the impact, the unrealised non-cash revaluation 
gains of $75.4 million represent over half of the company’s reported return on investment for the 
year ended 30 June 2011. Excluding these would lower the post-tax return on investment 
estimates for the year ended 30 June 2011 to 5.8%. This compares with a post-tax WACC range of 
9.11% to 10.09% at the 50th to 75th percentiles calculated using the Commerce Commission’s 
methodology and the parameters applicable when the price path was set.  

To compare FY11 with FY10, the 2010 financial year did not include any market revaluation gains 
on land, although it did include $17.7 million of CPI valuation adjustments on land, plant and 
equipment.  Auckland Airport’s estimated post-tax return on investment for the year ended 30 June 
2010 is 7.3% including the 2010 CPI revaluation, and 5.8% excluding it. This compares with the 
same post-tax WACC range of 9.11% to 10.09% at the 50th to 75th percentiles applying the 
Commission’s WACC methodology at the time prices were set. 

As required by the information disclosure determination, land held by Auckland Airport for the 
future second runway and the expansion of aircraft and freight activities is excluded from the 
regulatory asset base. Airports are land intensive businesses and land available and owned by 
Auckland Airport, adjacent to existing airport infrastructure, is key to Auckland Airport delivering on 
the future aeronautical growth needs of Auckland and New Zealand.  The value of the land held for 
future use, using the Commerce Commission’s valuation methodology, is recorded at $153m as at 
30 June 2011. 

Given the regulatory, political and commercial debate that centres on aeronautical charges, 
Auckland Airport sought a realistic and professional assessment of how its charges compare with 
other airports that are relevant to its market, so commissioned two reports.  



 

The first report, by international aviation consultants, Jacobs, was conducted in September 2010 
and reviewed international charges. According to Jacobs, Auckland Airport’s international 
aeronautical charges are “middle of the pack”, just below the average of the 20 airports serviced by 
Air New Zealand that handle more than 500,000 international passengers a year.  

The second report, by Australasian aviation consultants, Airbiz, was conducted in August 2010 and 
reviewed our domestic charges. The Airbiz report found that Auckland Airport has amongst the 
lowest domestic charges in Australasia. These competitive charges have been achieved while 
providing excellent levels of service, as indicated by being named the best airport in Australia 
Pacific for four years running.  

Finally, as a publicly listed entity, Auckland Airport must make regular and transparent financial 
disclosures based on IFRS accounting standards, and must meet stringent NZX and ASX 
obligations on its governance and financial matters. Auckland Airport takes these responsibilities 
very seriously, and has been regularly recognised by industry groups, shareholding associations 
and by market analysts as having a very high standard of governance. 
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