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1. Introduction 

This disclosure is the first price setting event disclosure prepared by Wellington International Airport 

Limited (WIAL) and is for the period 1 July 2007 to 31 March 2012 (the pricing period).  The 

disclosure is required under Clause 2.10(3) of the Commerce Act (Specified Airport Services 

Information Disclosure) Determination 2010 (the Determination) and represents the price setting 

event immediately preceding the commencement date of the Determination.   

This price setting event disclosure has been prepared to provide the information required by Clause 

2.5 of the Determination, as required by clause 2.10(3).  The disclosure contained in this document is 

ordered in accordance with the specific clauses in the Determination. 

The contact person for this disclosure is: 

Martin Harrington 

Chief Financial Officer 

PO Box 14175 

Wellington 6241 

DDI: 04-385-5105 

Mobile: 021 625 284 

Email: mharrington@wellingtonairport.co.nz 
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2. Publication of the Price Setting Event Disclosure Information 

2.1. Context of this Disclosure  

In providing the price setting event disclosure required by the Determination, WIAL wishes to inform 

interested persons of the following matters: 

• The information contained in this Disclosure document has been extracted from historical 

records prepared when the Determination requirements were not in existence and could not 

have been contemplated.  A description of the key documents referred to by WIAL in 

preparation of this Disclosure document is set out in the introduction to Section 3 of this 

paper. 

• The underlying assumptions applied by WIAL, including the allocation of assets and costs 

between specified airport services and non regulated activities, in determining the charges to 

airlines and passengers that apply in the pricing period were not independently audited or 

independently reviewed. 

• Directors’ certification is not required for this Disclosure document.  This Disclosure document 

has not been, and is not required to be, audited by a third party. 

• There is certain information required to be disclosed by the Determination that WIAL does not 

have available and could not have contemplated would be required when it established prices 

for the pricing period.  WIAL has therefore received exemptions from the Commerce 

Commission (the Commission) in respect of this information.    

• WIAL has also appreciated guidance it has received from the Commission on other aspects of 

the required disclosures during the preparation of this Disclosure document.  WIAL has noted 

in the document where exemptions or guidance have been received as they relate to the 

information requirement being addressed. 
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3. Price Setting Event Disclosures  

Determination 

Reference 
WIAL Comment 

Introduction This Disclosure document describes the price setting process undertaken by WIAL to establish landing and terminal charges for the 

pricing period.  The requirements of the Determination were not contemplated at the time the prices were established and 

consequently WIAL has been required to extract, analyse or summarise information from WIAL’s key consultation documents in order 

to meet the Determination requirements for this disclosure document. 

Key consultation documents WIAL has had regard to are listed below: 

� WIAL’s Final Pricing Proposal dated 9 May 2007; 

� WIAL’s Supplement to Final Proposal dated 21 May 2007; 

� WIAL’s Pricing Model – v7 (in Microsoft Excel format); and 

� Asset valuation and capital expenditure files providing input to the Pricing Model. 

WIAL has also had regard to a number of other documents in preparing the detailed comments on the key capital expenditure projects.  

These documents include: 

� WIAL business planning documents; 

� WIAL capital expenditure presentations to airlines; and 

� Reports from external advisors regarding capacity, utilisation and development options for key WIAL facilities where prospective 

congestion was identified. 

Clause 

2.5(1)(a) & (b) 

Public 

Disclosure of 

Forecast Total 

Revenue 

Requirement 

and Report on 

Demand 

Forecasts 

The disclosure schedules 18 and 19 are attached at Appendix A. 

Explanatory comments on several aspects of the schedules are provided below. 

Schedule 18a Revenue Requirement 

The calculation of the revenue requirement set out by the Commission in Schedule 18a is not entirely consistent with WIAL’s pricing 

calculation model.  As a result, there are a number of differences which need to be reconciled between the two approaches. The 

Commission has advised WIAL to disclose the differences as Other Factors in Schedule 18a with supporting explanation to be 

separately provided. 

The differences in the revenue requirement calculated by the two approaches, are set out in the table below:   
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Determination 

Reference 
WIAL Comment 

 

Revenue Requirement in Schedule 18a 2008 

$000 

2009 

$000 

2010 

$000 

2011 

$000 

2012 

$000 

WIAL’s forecast revenue requirement  43,838 46,104 48,210 51,107 54,184 

Adjustment Required (disclosed as Other 

Factors) 

12,869 14,426 14,419 12,763 (62,429) 

Commission revenue requirement before 

adjustment 

56,707 60,530 62,629 63,870 (8,245) 

Schedule 18a - Other Factors 

A breakdown of Other Factors is as follows: 

� Asset revaluation  

WIAL forecast its asset revaluations in 2012, the final year of the pricing period, which was when the next revaluation was 

forecast to be undertaken.  WIAL’s pricing methodology was forecast to achieve a smoothed pricing path that achieved its cost of 

capital, less any pricing concessions, over the full pricing period.  As a result, WIAL’s pricing methodology smoothed the forecast 

revaluation over the pricing period.  The revaluation has been evenly phased within other factors over the five year period.  

� IDF wash up adjustment  

WIAL applied a credit in 2008 with respect to a wash up for international departure fee (IDF) revenue from the previous pricing 

period.  This arose from the Government amending the requirements for collection of Government agency charges.  As a result 

any surplus revenues, above cost, collected up until commencement of the pricing period would be applied as a credit to 

revenue required from airlines in the pricing period and this has also been evenly phased within other factors over the pricing 

period.   

� Reduction in revenue requirement below NPV = 0 

WIAL forecast an NPV for the period below zero for the pricing asset base.  The annual price increase to achieve NPV = 0 over the 

pricing period was 3.48%.  However, the final pricing set was at a lower annual price increase of 2.85%.  This adjustment shows 

the annual revenue foregone.  

� Annual NPV surplus/(deficits) from activities not in pricing asset base  

WIAL forecast a NPV for the period below zero for its airport activity assets not included in the pricing asset base.  This 
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Determination 

Reference 
WIAL Comment 

adjustment reflects the annual revenue shortfall earned by WIAL from its airport activity assets excluded from the pricing asset 

base compared to its cost of capital on those assets.   

� Other adjustments 

The remaining other adjustments are due to the following: 

o WIAL’s pricing approach was targeted to achieve a smoothed increase in prices over the pricing period; and 

o WIAL’s Pricing Model applied a discounted cash flow approach which was applied to the annual financial 

surpluses/(deficits).   

� Summary of Other Factors: 

 2008 

$000 

2009 

$000 

2010 

$000 

2011 

$000 

2012 

$000 

Phasing of asset revaluation  15,407 15,407 15,407 15,407 (61,629) 

Phasing of IDF wash up adjustment (855) 214 214 214 214 

Reduction in revenue requirement below NPV=0 (2,186) (1,896) (802) 376 1,669 

Annual NPV surplus/(deficits) from activities not 

in pricing asset base 

(1,927) (1,690) (1,415) (1,133) (1,130) 

Other adjustments  2,430 2,390 1,014 (2,101) (1,553) 

Total Other Factors 12,869 14,426 14,419 12,763 (62,429) 

Schedule 18a - Aircraft and Freight Revenue Requirement 

A breakdown of revenue is required into the three identified airport activities.  The disclosure produced by WIAL provides amounts for 

both the airfield and specified passenger terminal activities but shows aircraft and freight required revenue as zero.  WIAL advises that 

this is due to the following: 

� Landing charge revenues received from aircraft carrying freight are included in the airfield activity. 

� Other revenues received from aircraft and freight comprise separate commercial lease arrangements that were excluded from 

the pricing consultation following discussions with WIAL’s substantial customers and therefore are not included within required 

revenue from landing and terminal charges.  As a result, the revenue from these leases is included as a reduction in required 

revenue (since the aircraft and freight assets are included in the forecast value of assets employed) and this adjustment is 
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Determination 

Reference 
WIAL Comment 

reported in the Forecast Other Income line in Schedule 18a. 

Schedule 19 – Demand Forecasts 

This schedule requires WIAL to publish forecast terminal passengers busy hour data and aircraft movements busy hour and busy day 

data for 10 years from commencement of the pricing period.  

WIAL did not obtain forecasts in this manner for 2008, and the subsequent years, and consequently cannot disclose this information.  

WIAL has received an exemption from the Commission in respect of these disclosure requirements.  In undertaking planning for 

required capital expenditure projects during the pricing period, WIAL undertook planning for identified facilities that were congested or 

where congestion was forecast in the near future.  This planning, and the forecast outcomes, is explained in the comments concerning 

the North Pier Terminal Expansion capital expenditure project in Appendix E. 

WIAL will provide the information required in Schedule 19 for future pricing periods.   

Clause 

2.5(1)(c) 

Description of 

Building Block 

Inputs 

Clause 2.5(1)(c) requires comment on how each of the building block inputs to Schedule 18 have been determined including an 

explanation of: 

“(vii) the rationale for the basis of preparing these components, and any related assumptions; 

(ix) the extent to which each component is used to determine the forecast total revenue requirement; and 

(x) the differences (if any) between the preparation of each component and the most recent corresponding historical financial 

information disclosure in accordance with clause 2.3 [Annual Disclosure Relating to Financial Information].”   

Note:  Since the first annual disclosures required by clause 2.3 are not due until 28 February 2012 comment in respect of historical 

disclosure information presented in accordance with clause 2.3 per Clause (x) above cannot be provided. 

2.5(1)(c)(i) 

Forecast Value 

of Assets 

Employed 

WIAL’s forecast of assets employed was determined from the following formula for the assets comprising WIAL’s identified airport 

activities to be used in the asset base to determine revenue required from aeronautical pricing: 

Forecast value of assets employed = allocated share of asset valuation at 31 March 2006 plus capital expenditure less depreciation 

plus/minus forecast revaluation gains/(losses) plus working capital.  The annual Forecast Value of Capital Employed was the average of 

the opening and closing values for each year.   

Each of the components of this formula are discussed below. 

� Asset valuation effective 31 March 2006. 

WIAL’s land and building assets where valued by independent valuers - Telfer Young and civil works assets valued by Opus.  Plant 
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Determination 

Reference 
WIAL Comment 

and equipment assets were not revalued as these were not material in comparison to the total asset base. 

Land was valued at Market Value Existing Use with zonal, discounted cash flow and civil works replacement cost valuation 

approaches undertaken.  Telfer Young recommended the valuation resulting from the zonal approach.   

Buildings and civil works assets were valued at Optimised Depreciated Replacement Cost. 

Further comment is provided in respect of clause 2.5(1)(d) below. 

� The addition of forecast capital expenditure. 

A detailed capital expenditure forecast was prepared for the period 2007-2012.  The forecast commenced in 2007 because the 

starting valuation was at the end of the 2006 year and this value was rolled forward to the commencement of the new pricing 

period.  Comment on the key capital expenditure projects is provided below to meet the requirements of clause 2.5(1)(f). 

� The deduction of forecast depreciation. 

Refer to comments on clause 2.5(1)(c)(iv) below. 

� The forecast of revaluation gains/(losses). 

Refer to comments on clause 2.5(1)(c)(vi) below. 

� Allocation of assets, depreciation, capital expenditure and revaluations to the asset base for pricing. 

WIAL maintains a detailed fixed asset register recording approximately 10,000 individual assets.  Each asset is allocated a 

business code that attributes the asset to an identified business activity or to a common asset grouping.  WIAL established the 

total assets attributable to identified airport activities by applying the following allocation process: 

o Directly attributable assets were aggregated from the business codes; 

o Terminal common assets were allocated to specified terminal and terminal commercial activities based on the share of the 

value of directly allocated assets in each business activity; and 

o Other common or shared assets were allocated to identified airport and commercial activities based on the total value of 

directly allocated and terminal common assets for each business activity. 

Accordingly, this methodology used directly allocated asset values as proxy allocators for common or shared assets.   

The allocation of forecast capital expenditure was calculated for each item of capital expenditure.   

� The addition of forecast working capital. 
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Determination 

Reference 
WIAL Comment 

WIAL forecast its working capital based on historical levels of working capital for identified airport activities.     

� Forecast Value of Asset Employed 

This was therefore derived from WIAL’s Forecast Asset Base as follows: 

  

2008 

$000 

2009 

$000 

2010 

$000 

2011 

$000 

2012 

$000 

Opening assets 311,356 348,617 373,750 373,965 369,644 

Forecast depreciation (8,406) (10,050) (10,798) (10,664) (10,835) 

Forecast revaluations 0 0 0 0 77,036 

Assets commissioned 45,667 35,183 11,013 6,343 3,279 

Forecast asset base 348,617 373,750 373,965 369,644 439,124 

  

Average value of annual assets 

employed 329,986 361,183 373,857 371,804 404,384 

Average Value of  Working Capital 4,544 4,933 4,929 4,924 4,918 

Forecast Value of Assets Employed 334,530 366,116 378,786 376,728 409,301 

 

 

2.5(1)(c)(ii) 

Cost of Capital 

WIAL commissioned independent economic advisors LECG to provide a recommendation on the appropriate cost of capital (WACC) for 

application by WIAL in its building block model.  Late in the consultation the Government legislated for a reduction in the corporate tax 

rate.  WIAL updated the WACC calculation for this and at the same time updated its risk free rate to current data.   The WACC 

assumptions adopted by WIAL were as follows: 

 WACC Parameters 

2009 - 2012 

Risk free rate 6.16% 

Debt margin 1.5% 

Cost of debt 7.66% 

Leverage ratio 40.0% 

Asset beta 0.6 
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Determination 

Reference 
WIAL Comment 

Equity beta 1.0 

Tax adjusted market risk premium 8.0% 

Corporate tax rate 30%(*) 

Cost of equity 12.3% 

WACC 9.5% 

(*) For the 2008 year, the corporate tax rate was 33%, all other variables unchanged, and WACC was 9.3%. 

The WACC adopted by WIAL is multiplied by the forecast value of capital employed to calculate the required return from its pricing 

asset base. 

2.5(1)(c)(iii) 

Forecast 

Operational 

Expenditure 

WIAL used its actual total company expenses for the year to 31 March 2006 as the base for forecasting its operational expenditure for 

the next pricing period.   

The main forecast assumptions applied for the pricing period are set out below: 

� Allowance for inflation of 2.5% per annum. 

� Allowance for real cost increases in staff remuneration of 1.0% per annum plus an increase of 0.5% per annum commencing in 

2009 for KiwiSaver. 

� Provision for an additional 4 employees (airside and operations) in 2008 and 1 (airside) in 2012. 

� A 10% increase in insurance premiums in 2008 with a further 10% increase in 2012 based on historic experience that periodic 

real increases in insurance premiums arise due to changes in asset values and for unanticipated market events. 

� Costs for completion of the pricing period consultation were provided in 2008 with forecast costs for the 2012-2017 consultation 

not then provided until 2011 and 2012. 

� A number of variable costs were increased based on the forecast increase in passenger numbers. These were cleaning and 

security, energy, sundry materials, toilet consumables, air conditioning, doors/lifts & escalators, rubbish removal, terminal 

systems, lighting & electrical, buildings and other repairs and maintenance. 

The forecast costs were then allocated as below: 

� Direct costs allocated to identified airport activities; and 

� Other shared costs allocated using cost allocators (either causal or proxy) that were deemed appropriate for that cost item. 
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Determination 

Reference 
WIAL Comment 

The cost items, and the basis of allocation for these, are shown at Appendix B. 

Schedule 18(b)(iv) requires costs to be disclosed in three cost categories specified in the Determination.  WIAL did not classify its 

operating cost base in this manner for the pricing period.  The Commission has provided an exemption from the requirement to 

disclose operating costs by these categories with operating costs being required to be shown in aggregate only. 

The allocated costs for identified airport activities were included in the building block model for the determination of pricing. 

2.5(1)(c)(iv) 

Forecast 

Depreciation 

Asset lives are reviewed by the valuers at each valuation, with the valuers recommending lives to be adopted.  For existing assets, 

depreciation forecasts were based on applying these asset lives. 

Depreciation lives for new capital expenditure were applied for each asset grouping based on management’s estimate of the average 

life for assets within that grouping.  The straight line depreciation rates applied were: 

� Buildings – 4.1% 

� Building ancillary services – 9.3% 

� Civil works - 2.0% 

� Computer and communications equipment – 20% 

� Other plant and equipment – 9.3% 

Forecast depreciation is allocated to identified airport activities and the pricing asset base in the same manner as for assets as detailed 

in the comments for clause 2.5(1)(c)(i). 

2.5(1)(c)(v) 

Forecast Tax 

WIAL determined its tax forecast applying a tax payable approach recognising the amended tax cash flows that arise from the 

recognition of asset tax depreciation rather than accounting book depreciation.  WIAL did not include other tax adjustments in the tax 

calculation because historically these have been immaterial and there was no basis to expect this to change in future periods.  The 

annual forecast tax expense for each identified airport activity was determined by the following formula: 

Tax expense  = (earnings before depreciation and revaluations less forecast tax depreciation) * corporate tax rate WHERE 

Corporate tax rate in 2008 = 33% and from 1 April 2008 (2009 financial year) = 30%. 

The forecast tax expense was included as an input to the building block model. 

2.5(1)(c)(vi) 

Forecast 

Revaluations 

WIAL’s pricing model assumed that an asset revaluation would be undertaken in the final year of the pricing period and forecast 

revaluation gains were included in that final year.  Forecast revaluation assumptions were determined following advice received from 

WIAL’s valuers Telfer Young, Opus and Wareham Cameron. The forecast assumptions adopted by WIAL are set out below:  



 

WIAL Price Setting Event Disclosure for the Period 1 July 2007 to 31 March 2012  Page 13 

Determination 

Reference 
WIAL Comment 

 Forecast Annual 

Revaluation Increase 

Adopted by WIAL 

Forecast Revaluations 

for Identified Airport 

Activities ($m)1 

Land 2.5% 19.2 

Buildings 5.0% 29.1 

Civil Works 5.0% 28.7 

Total  77.0 

Note 1:  These forecast revaluations those shown in Schedule 18a.   

The forecast revaluations for assets included in the consultation pricing asset base were included as income in the building block 

model.   

Clause 

2.5(1)(d) 

Valuation to 

Determine 

Forecast Value 

of Assets 

Employed 

Section 16 of the Airport Authorities (Airport Companies Information Disclosure) Regulations 1999 required WIAL to make available 

copies of valuation reports where assets used in identified airport activities were revalued.  This valuation report comprised the 

valuations for WIAL’s land and civil works assets (copy attached at Appendix C).  Valuation information for buildings was only provided 

in respect of buildings used to provide identified airport activities. 

These assets were allocated to aeronautical activities in the manner explained in the comments for clause 2.5(c)(i) above.  A summary 

of the asset allocation undertaken is shown below: 

Asset 

Category 

$000 

Value Advised in 

2006 Disclosure 

Valuation Reports 

Pricing Asset Base 

Assets for 

Specified Airport 

Services Not in 

Pricing Asset Base 

Total Identified 

Airport Activity 

Assets at 31 

March 2007 

Land 231,128 129,116 15,304 144,420 

Civil Works 66,166 64,356 1,260 65,615 

Specialised 

Buildings 
136,399 72,894 19,942 92,837 

Plants & 

Equipment
1
  

8,993 8,464 20 8,484 

Total 442,686 274,830 36,526 311,356 
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Determination 

Reference 
WIAL Comment 

Note 1:  Not revalued but included in the valuation report and table for completeness. 

Clause 

2.5(1)(e) 

Forecast 

capital 

Expenditure by 

Category and 

Key Capital 

Expenditure 

Projects 

Section 4C of the Airport Authorities Act 1966 requires WIAL to consult with every substantial customer on capital expenditure projects 

that exceed 20% of the value of its identified airport activity assets.  While none of WIAL's forecast individual capital expenditure 

projects exceeded this threshold WIAL did undertake discussions with its substantial customers for a number of growth projects. 

WIAL undertook a business planning project in 2004 and early 2005.  While the project did not extend to completion of a new airport 

Master Plan, extensive consideration was given to WIAL's medium term growth prospects and the investment in facilities that would be 

required to accommodate expected growth.  The business plan resulting from the project was completed in early 2005 and discussions 

were commenced with the airlines in respect of the key capital expenditure projects in late 2005.  Specific comments on each of the 

key projects are provided in Appendix D including setting out of the disclosure requirements required by clause 2.5(1)(f). 

This Determination requires WIAL to comment on the aims and objectives of any proposed investments.  The Commission has provided 

an exemption from this requirements such that the aims and objectives must be disclosed for key capital expenditure projects only. 

Clause 2.5(1)(f) 

Future Key 

Capital 

Expenditure 

Projects 

 

The key capital expenditure projects forecast for the 2008-2012 pricing period are explained in more detail in Appendix D. 

Clause 

2.5(1)(g) 

Assumptions or 

Justifications 

for Forecast 

Operational 

Expenditure by 

Category 

 

The Commission has provided an exemption from the requirements of this clause subject to assumptions and justifications for 

aggregate forecast operational expenditure being disclosed under clause 2.5(1)(c)(iii).  WIAL has provided this information above. 

Clause 

2.5(2)(a) 

Summary of  

Pricing 

� Determination of Required Revenue 

WIAL determines its revenue requirements from application of the building block model as set out in the formula below: 

Revenue Required = Return on Capital + Operating Costs + Depreciation on Assets + Taxation +/– Expected Revaluation of Assets 

Where:  Return on capital = Forecast value of assets employed times weighted average cost of capital. 
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Determination 

Reference 
WIAL Comment 

Methodology The objective of the building block model applied for the pricing period was to derive revenue, and pricing, that would ensure that 

WIAL forecast a NPV for the pricing period of zero.  Required revenue from aeronautical pricing was determined by applying the 

building block calculation to inputs for the airfield and specified terminal activities, but excluding most assets where revenue was 

derived from an alternative source, e.g. lease income.    The exception was check in counter revenue which was pursuant to counter 

licence agreements, which stated that this revenue be included in the revenue requirement – for aeronautical pricing. 

A summary of the outcomes from WIAL’s pricing model for the consultation period, and the assumptions applied by WIAL in 

determining its building block components are detailed in the information required by clause 2.5(1)(c) above. 

� WIAL’s Revenue and Pricing Model 

WIAL developed a pricing model using Microsoft Excel to aggregate the building block inputs to produce a required revenue statement 

for each identified airport activity.  The revenue statements also showed the forecast NPV of the surpluses or deficits for each airport 

activity.  

The “goal seek” function was utilised to determine the change in revenues, and prices, required to achieve an NPV equal to zero for 

the five year pricing period.  That is, WIAL did not seek to establish annual prices that would produce an NPV of zero in each individual 

year during the pricing period.   

The pricing model calculated the required change in prices which then recalculated annual revenues.   

A number of commercial concessions were made during consultation which were adjusted for in the pricing calculations.  These 

included the following: 

o WIAL excluded a considerable value of aeronautical assets from the pricing asset base including the entire main terminal central 

hall and thoroughfares from check in to the aircraft piers, both reclassified as commercial assets for that pricing period, together 

with all assets for aeronautical leased properties, irrespective of whether these were required for passenger processing 

activities.  Examples of leased assets that should have been retained in the pricing asset base were Bridge Street houses 

purchased by WIAL in response to an Environment Court proceeding concerning proximity of the houses to the airport and in 

particular the houses falling within the airport’s 300m strip width.  The total value of such assets excluded from the pricing asset 

base was $51.2 million. 

o Following consultation with its substantial customers, WIAL set final prices which achieved a required revenue below the level 

required to produce WIAL's cost of capital i.e. below NPV = 0.  The NPV over the pricing period of this revenue concession was 

$1.9m.   

� Structure of Charges 

WIAL’s charges for the pricing period were levied on a passenger basis.  For prices that applied until 30 June 2002 WIAL levied charges 
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Determination 

Reference 
WIAL Comment 

on an aircraft weight basis for airfield services and an aircraft seat basis for terminal services.  During the 2002 consultation process 

the airlines requested that WIAL introduce passenger based charges and following consideration of the merits of this approach WIAL 

agreed to change its charging structure. 

In the consultation for the 2008-2012 pricing period WIAL retained passenger based charges.   

Aircraft operators not operating commercial passenger services, nor using the Eastern apron and terminal, were forecast to produce 

less than 1% of WIAL’s revenue for aeronautical services.   For these aircraft operators WIAL proposed: 

o Retaining weight based charges for operators of commercial aircraft. 

o Retaining a fixed charge for private general aviation aircraft. 

� Forecast Passenger Numbers 

WIAL’s pricing model was structured to determine the level of charges that would be required, when multiplied by forecast passenger 

or aircraft volumes, to produce required revenue.  The passenger forecasts were prepared by WIAL and submitted to its substantial 

customers for consideration.  The airlines were also requested to advise WIAL whether they wished WIAL to commission a forecast 

from an external adviser however this was not requested.   

WIAL’s passenger number forecasts are shown in Appendix A at Schedule 19. 

The passenger charges established allowed for several passenger groupings to be exempt from charges. The forecast exempted 

passenger volumes were deducted from the total passenger forecasts before prices were determined.  The exempted passenger 

groupings were: 

o Infants;  

o Positioning of crews; and  

o Transit passengers. 

In addition charges for aircraft carrying international passengers returning to their destination (i.e. arrived in Wellington on a diverted 

aircraft and not processed through Customs) would be levied at an airfield MCTOW charge only and not the full passenger services 

charge. 

� Composition of Passenger Charges 

Passenger charges were therefore established from the matrix approach set out below which was adopted in 2002: 
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Determination 

Reference 
WIAL Comment 

 

 

 Airfield charge Terminal charge Air bridge charge 

International passenger Jet passenger charge reflecting jet 

consumption of runway  

International terminal charge based on assumed 

consumption of international terminal, net of 

international departure fee 

Per passenger charge 

applied to jets on 

assumption all jets 

would use bridges 

International departure fee N/A Fixed charge per passenger N/A 

Domestic jet passenger Jet passenger charge reflecting jet 

consumption of runway  

Domestic terminal based on assumed 

consumption of domestic terminal 

Per passenger charge 

applied to jets on 

assumption all jets 

would use bridges 

Domestic propeller aircraft 

passenger 

Propeller passenger charge reflecting jet 

consumption of runway  

Domestic terminal charge based on assumed 

consumption of domestic terminal 

N/A 

� Required Change in Passenger Charges 

WIAL sought comments from its substantial customers on their preference for a single increase in charges at the commencement of 

the new pricing period compared to incremental increases throughout the pricing period.  There were different views expressed by the 

substantial customers and WIAL ultimately concluded that an incremental annual change in charges was appropriate. 

WIAL also considered the manner in which an increase in charges would be applied.  In the previous pricing period, WIAL’s charges 

were set to achieve an NPV=0 separately for each airport activity. In the pricing period this would have required significant changes to 

the charging components because changes to the building block inputs, such as capital expenditure and passenger number variation 

from that forecast in the previous pricing period, since the prices were previously set meant that the forecast outcomes by airport 

activity were not aligned at an NPV=0 level for the pricing period as they had been previously.   

WIAL did not wish to introduce any unnecessary volatility into the forecast prices and therefore resolved to apply uniform price 

increases to all charges.    The outcome of the pricing model and consultation were: 

Charges Payable by Operators of Scheduled 

Passenger Services 

Pricing Increment 

Applied by WIAL 

Pricing Model Increment 

to Achieve NPV=0 

Increase in charges on 1 July 2007 and then 

annually from 1 April 2008 until 1 April 2011 
2.85% per annum 3.48% per annum 
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Determination 

Reference 
WIAL Comment 

WIAL did not propose a change in the international departure fee which was collected directly from passengers at the airport.   

� Check in Counter Charges 

Charges for the use of check in counters were also levied to the airlines.  These were excluded from consultation as the charges were 

established in separate discussions with individual airlines with separate licences established with each airline.  The licence agreements 

contained the charges and terms of use that applied for airline use of check in counters. 

The purpose of this approach was to provide airlines with confidence that they would have sufficient access to these facilities while 

also preserving flexibility for WIAL should counter allocation need to be reconsidered during the pricing period, such as following 

commencement of services by a new airline.   

The forecast income received from counter charges was offset against the required revenue from aeronautical charges in WIAL’s 

pricing model. 

� Parking Charges 

Aircraft parking charges at WIAL are provided for in the charging structure and apply to itinerant aircraft only; not regular users of 

Wellington airport.  WIAL uses its discretion to levy the charge which occurs only intermittently and produces a low level of income 

and no parking revenue was forecast.  These charges were increased in a single increment in line with other charges as noted below.   

� Other Charges 

Charges were also established for aircraft operators that did not utilise the Eastern (main) apron or the terminal.  The total charges 

from these operators were forecast to be less than 1% of revenue from aeronautical charges. 

WIAL concluded that it would retain weight based or fixed charges for the new pricing period as the most suitable pricing bases for 

aircraft operators not operating scheduled passenger services.  WIAL also considered that the market risk sharing issues discussed 

above were not so significant for these airlines and concluded that it would apply a one off increases of 9.4% at the commencement of 

the new pricing period for these charges.   

2.5(2)(b)(i) 

Description of 

Charged 

Services 

WIAL’s passenger services charge for scheduled airline operators applies to all relevant services to airlines and passengers.  The list of 

services provided is set out below.  

� Airfield services 

o Runway and taxiways including all entrances and exits 

o Aprons including parking stands and aircraft manoeuvring areas 

o Airport fire services 
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Determination 

Reference 
WIAL Comment 

o Airside safety services 

o Asset management of airfield services including planning and repairs and maintenance. 

� Terminal services 

o Check in hall 

o Landside areas for passengers and visitors 

o Secure airside areas for passengers following security screening and gate lounges for passengers not requiring security 

screening 

o Egresses throughout terminal for arriving and departing passengers 

o Baggage collection area and facilities for airlines/Aviation Security to process baggage 

o Terminal systems required for processing or administration of passengers including security, flight display system, public 

address system, building fire system, closed circuit television system and communication systems. 

o Non leased facilities required by for the operation of border control services for international passengers. 

o Non leased facilities required for the operation of security and police services. 

o All building infrastructure to provide passenger utility and comfort including wash facilities, heating and air conditioning, 

electricity and lighting. 

o Operations staffing and management to facilitate effective daily operation of the terminal building and interaction with 

airlines. 

o Asset management of terminal services including planning and repairs and maintenance. 

� Air bridge services (for jet aircraft only) 

o Use of air bridges for departing and arriving passengers 

o Asset management of air bridge services including planning and repairs and maintenance. 

� Corporate costs 

o Company overheads allocated to other activities for corporate functions including executive management, finance, human 

resources, information technology, property management and marketing and communications. 

o Company management overhead costs such as directors’ fees, non-activity attributable insurances and office 
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Determination 

Reference 
WIAL Comment 

administration costs. 

International departing passengers were also levied a departure fee payable directly to WIAL.  This fee, in conjunction with the 

passenger services charge fee, provided the total revenue received from WIAL for the services above.  The international departure fee 

revenue is attributed to terminal activities. 

Charges to aircraft operators that do not provide scheduled passenger services are for the airfield services listed above together with a 

share of allocated corporate costs. 

2.5(2)(b)(ii) 

Relationship 

between 

Quality of 

Service and 

Cost for Each 

Charged 

Service 

WIAL’s prices were set to reflect the provision of high quality services to airlines at an efficient level of operating costs.  The terminal 

facilities were relatively new, with the main terminal building having been replaced in mid 1999, and WIAL demonstrated its 

comparative cost efficiency to other Australasian airports during its consultation, with WIAL’s operating cost per passenger the lowest 

of the Australasian airports.  Other than the capital expenditure projects commented on below WIAL did not forecast to achieve 

specific service quality or efficiency improvements during the pricing period, with WIAL’s intent therefore to maintain its existing high 

standard of services.  

In seeking to ensure that high quality services were provided WIAL anticipated that this would require continuing daily interaction with 

airlines, and other parties, and staff at the airport concerning WIAL facility or service issues that could impact on airline operations.  

WIAL intended to retain the following key support functions within WIAL: 

� WIAL Operations – a monitoring centre and support staffing to be provided 24 hours per day.  Operations staff were charged 

with resolving minor service interruption issues as they arose. 

� WIAL Maintenance – responsible for undertaking appropriate preventative maintenance programmes as well as responding to 

unexpected breakdowns in facilities. 

� WIAL Airside – a monitoring team for compliance and safety issues for all aircraft movement areas. 

In levying the charges to aircraft operators and passengers WIAL committed to making sufficient facilities available to ensure that 

demand forecast passenger and aircraft demand could be accommodated (this was taken as part of a detailed review of airport 

congestions issues explained in further detail in Appendix D).  In providing the facilities WIAL was also required to comply with 

considerable safety and security requirements imposed by the Civil Aviation Authority and Aviation Security.  The objectives of meeting 

demand and complying with regulatory requirements were the drivers for WIAL’s management of the airport and capital expenditure 

planning. 

WIAL notes that interruptions to key facilities were required to be disclosed in the annual Disclosure Financial Statements required by 

the Airport Authorities (Airport Companies Information Disclosure) Regulations 1999.  This provided a public measure of WIAL’s 

management of key facilities.   
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Determination 

Reference 
WIAL Comment 

 

2.5(2)(b)(iii) 

Methodology 

Used to 

Allocate Costs 

to Particular 

Charged 

Services 

A description of WIAL’s asset and cost allocation processes are provided in the comments regarding clauses 2.5(1)(c)(i) and 2.5(1)(c)(iii). 

2.5(2)(b)(iv) 

Significant 

Changes to, or 

Rebalancing of 

Prices from the 

Previous 

Pricing Period 

There were no significant changes to, or rebalancing of, prices from the previous pricing period.  WIAL retained the price structure from 

the previous period and:   

� Applied incremental annual increases to the passenger services charge. 

� Retained the international departure fee at the same level as the previous pricing period. 

� Applied single increases at the commencement of the pricing period for charges to operators of aircraft not providing scheduled 

passenger services. 

2.5(2)(b)(v) 

Methodology 

for 

Determining 

Pricing for 

Charged 

Services and 

How These 

Were 

Reconciled 

With the 

Forecast 

Revenue 

Requirement 

This is explained in detail in 2.5(2)(a) above. The prices, and changes in prices, were determined that when multiplied by  forecast 

passenger and other incidental traffic volumes produced the required revenue necessary to ensure that net present value did not 

exceed zero. 

WIAL then made a commercial judgment to establish changes in prices that were below the required revenue required to produce 

WIAL’s cost of capital over the pricing period. 

The composition of the required revenue derived from the charges commented above was forecast to be as follows: 

  

2008 

$000 

2009 

$000 

2010 

$000 

2011 

$000 

2012 

$000 

Airfield Revenue           

Allocated proportion of revenue from passenger services charge            20,910       22,107       23,210       24,667       26,216  

Revenue from weight based and general aviation landing charges                 300             300             300             300             300  

Specified Terminal      

Allocated proportion of revenue from passenger services charge            14,673       15,513       16,287       17,310       18,398  

Allocated proportion of revenue from passenger services charge 

for air bridges 

             1,262          1,335          1,401          1,490          1,584  
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Determination 

Reference 
WIAL Comment 

Revenue from international departure fee              6,275          6,432          6,593          6,923          7,269  

Revenue from check in counter rentals                 418             418             418             418             418  

Total Required Revenue            43,838       46,104       48,210       51,107       54,184  
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Determination 

Reference 
WIAL Comment 

2.5(2)(b)(vi) 

Terminal 

Access Charges 

WIAL included a separate charge for air bridge usage in the total passenger charge.  The air bridge charge was determined for the 

2002-2007 pricing period by establishing the level of charges that was required to produce an NPV of zero for air bridges as a 

standalone aeronautical activity.  That is, the building block inputs were determined separately for air bridges. 

As the air bridges were a component of the passenger charges the 2.85% annual increase in charges was also applied to the air bridge 

component for the 2008-2012 pricing period. 

2.5(2)(c) 

Explanation of 

the Extent to 

Which the 

Airport Pricing 

Methodology 

Will Lead to 

Efficient Prices 

including 

whether there 

are any Cross 

Subsidies 

The prices established by WIAL for the 2002-2007 consultation period were derived from application of the building block model that 

produced an NPV of zero for each individual airport activity.  Prices established for this pricing period therefore reflected recovery of 

average cost, including WIAL’s return on capital, for each activity charged separately in that pricing period (i.e. airfield, domestic 

terminal, international terminal, and air bridges).   

WIAL’s pricing approach for the 2007-2012 pricing period was structured on a recovery of average cost and specific economic efficiency 

objectives were not established for these prices.  The pricing methodology applied by WIAL is set out below. 

� 2002-2007 pricing period  

The revenue requirement for the 2002-2007 pricing period was derived from application of the building block model that produced an 

NPV of zero for separately charged airport activities (i.e. airfield, domestic terminal, international terminal, and air bridges).  Prices for 

this pricing period reflected a recovery of average cost, including WIAL’s return on capital, for each of these activities over the pricing 

period.  

� 2007-2012 pricing period  

The 2002-2007 price setting approach was retained for the 2007-2012 pricing period, with prices derived from application of the 

building block model and established to recover the average cost of WIAL’s airport activities but not at an individual activity level.  

Instead the change in prices was applied to each of the separately charged activities established in the 2002-2007 pricing period and 

ensured that the net present value for WIAL’s total airport activities did not exceed zero. 

A consequence of this approach was that an NPV deficit was forecast in the airfield activity, which was offset by a forecast NPV surplus 

in the specified terminal activity for the pricing period.   

WIAL considered that economic efficiency has three dimensions, being allocative, productive and dynamic efficiency, and that an 

average cost approach is consistent with productive and dynamic efficiency since this enabled WIAL to continue to invest in enhanced 

facilities.  However, allocative efficiency was not considered for the pricing period. 

WIAL considered that cross subsidies arise where a service is priced below marginal cost.  Given the high fixed costs and low marginal 

costs of WIAL’s aeronautical business, WIAL considered that it was unlikely that any cross subsidies would arise despite the 2007-2012 
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Determination 

Reference 
WIAL Comment 

pricing period approach not being based on average cost per individual activity.  

Clause 2.5(3) 

Standard 

Prices 

WIAL’s pricing schedule for the period 1 July 2007 to 31 March 2012 is attached at Appendix E. 
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Appendix A – Schedule 18: Report on the Forecast Total Revenue Requirement 

and Schedule 19: Report on Demand Forecasts 
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Appendix B – Cost Allocation Factors for the Pricing Period  

Expense Items Allocation Base Explanation 

Staff salaries and wages Airfield salaries Determined from personnel 
engaged within specific 
business areas (AFS and airside 
staff) 

Staff salaries and wages Operations salaries Allocation to all activities based 
on estimate of commercial 
staff time 

Staff salaries and wages Commercial Salaries Allocation to all activities based 
on estimate of commercial 
staff time 

Staff salaries and wages Corporate Salaries Allocation to all activities based 
on estimate of corporate staff 
time 

Employment overhead costs Salaries Labour overheads allocated in 
proportion to salaries 

Air conditioning, buildings 
maintenance, toilet 
consumables 

Adjusted Buildings Share of adjusted building 
assets  

Rubbish removal, terminal 
systems 

Aeronautical/ Commercial Allocation to headline 
aeronautical/commercial 
activities based on 
management estimate of 
operations staff time spent on 
business activities 

Aerobridge maintenance Air Bridges 100% allocation to air bridges 

Airside maintenance, apron 
management, bird control, 
emergency plan, landing 
charge expenses, motor 
vehicles, noise monitoring 

Airfield 100% allocation to airfield 

Uniforms and clothing Airfield/Specified Terminal Allocation to airfield and 
specified terminal based on 
share of assets 

Cleaning and security, doors 
lifts & escalators, energy, fire 
systems, lighting & electrical 

Buildings Share of building assets  

Commercial salaries, campus 
management, business 
development, marketing, 
property development, shuttle, 
traffic control 

Commercial 100% allocation to commercial 

Consultation/ regulatory costs Management estimate Costs attributed to airfield and 
specified terminal activities 

Building compliance, insurance, 
other maintenance, pest 
control, signage 

Fixed Assets Share of fixed assets 

Grounds maintenance Land Share of land and civil works 
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Expense Items Allocation Base Explanation 

Rates Rental Share of property rental 
income 

Audit fees, bank fees, 
computer maintenance, 
consultancy fees, directors 
fees, entertainment, external 
relations, general expenses, 
legal fees, plant and equipment 
hire, postage & courier, 
printing and stationery, 
publications, statutory 
planning, subscriptions, sundry 
materials, telephone and radio, 
travel and accommodation 

Revenue Share of revenue 
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Appendix C - 31 March 2006 Asset Valuation Prepared for Disclosure Pursuant to 

the Airport Authority (Airport Companies Information Disclosure) Regulations 

1999 
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Appendix D – Comment on Key Capital Expenditure Projects for the Pricing Period 

 

South Runway End Safety Area (RESA) 

Disclosure Requirement WIAL Comment 

Description of works Completion of an extended area of runway pavement as a designated runway end safety area for aircraft landings (that is, the 
area is required to be additional to the technical operating runway length for landings).  Total forecast cost of $23.5 million, 
most of which was incurred as capital work in progress prior to commencement of the 2008-2012 pricing period. 

Aims and objectives To meet the International Civil Aviation Organisation (ICAO), and following adoption by the NZ Civil Aviation Authority (CAA), 
requirement for a RESA.  The ICAO recommendation was for RESA’s of up to 240 metre however WIAL adopted the minimum 
possible of a 90 metre southern RESA.  WIAL also sought an outcome that did not disadvantage some airlines by ensuring that 
the operational length of the airport runway was not compromised (i.e. if the operational length of the runway had been 
shortened operators of Boeing 737 aircraft on international services would have had to reduce the number of passengers that 
could have carried on these aircraft). 

Process by which need for the 
expenditure was determined 

Monitoring of ICAO and CAA requirements.  It was evident that the CAA was intending to, and subsequently did, adopt the 
ICAO requirement for NZ airports and consequently WIAL considered it had no option but to construct a southern RESA. 

Any consumer engagement 
undertaken as part of process and 
how consumer demands have been 
assessed 

WIAL commenced discussions on the Southern RESA project with its substantial airline customers and BARNZ in September 
2005.  Presentations were made to the airlines and BARNZ, and correspondence exchanged evaluating the requirement for the 
project and its components. 

There was consensus amongst the parties that the RESA was required, and that runway safety could be enhanced by building 
over the road at the South end of the runway. 

Any alternative projects considered 
and the rationale for excluding the 
alternatives 

There were no viable alternative options to the core of the project which was to construct a tunnel to bridge over the southern 
public road and to enable the runway pavement to be extended above the road tunnel. 

The project included two components that were not supported by airlines.   

 Stubway – included in the project was construction of a new stubway that would enable aircraft to proceed from the 
taxiway to the southern end of the runway and use the new RESA area for take offs.  In the absence of this taxiway aircraft 
requiring use of the full available distance for take offs would have had to enter the runway short of the RESA area, taxi to 
the end of the runway and then undertake a 180 degree turn before taking off.  

While this was feasible for the aircraft operating at WIAL it would have introduced safety concerns, substantially decreased 
efficient use of the runway and penalised aircraft operators requiring the full runway length.  Two of the substantial airline 
customers supported construction of the stubway. 
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Disclosure Requirement WIAL Comment 

 Width of the tunnel – wingspan clearance distances are mandated by the CAA for specific aircraft types (sizes).  WIAL in 
proposing the width of the tunnel to construct intended to make allowance for Code D and E aircraft which were not 
regularly scheduled at WIAL at that time, although they had been in the past.  In the absence of this expenditure WIAL 
would not have been able to offer alternate airport status for larger aircraft in the event of weather disruptions at other 
airports and in the longer term, without undertaking this expenditure at a different time, would not have been able to seek 
the commencement of long haul services directly from WIAL.  The airlines submitted that this expenditure was not 
necessary. 

WIAL concluded that deferring this component of the expenditure to a later date would be inefficient as it would cost 
considerably more to undertake as a separate project and WIAL did not wish to constrain its future business options to 
accommodate larger aircraft.   

The forecast cost of these components of the total project was $4.8 million. 

The extent to which the project is 
reflected in pricing 

The full cost of the project was included in the capital expenditure forecast with effect from 2008 when construction was 
scheduled for completion. 

Any constraints or other factors on 
which successful completion of the 
project is contingent 

No 

 

North Runway End Safety Area (RESA) 

Disclosure Requirement WIAL Comment 

Description of works Completion of an extended area of runway pavement as a designated runway end safety area for aircraft landings (that is, the 
area is required to be additional to the technical operating runway length for landings).  Total forecast cost of $7.5 million. 

Aims and objectives To meet the International Civil Aviation Organisation (ICAO), and following adoption by the NZ Civil Aviation Authority (CAA), 
requirement for a RESA.  The ICAO recommendation was for RESA’s of up to 240 metre however WIAL adopted the minimum 
possible of a 90 metre North RESA.  WIAL also sought an outcome that did not disadvantage some airlines by ensuring that the 
operational length of the airport runway was not compromised (i.e. if the runway had been shortened operators of Boeing 737 
aircraft on international services would have had to reduce the number of passengers that could have carried on the aircraft). 

Process by which need for the 
expenditure was determined 

Monitoring of ICAO and CAA requirements.  CAA had adopted the ICAO requirement for NZ airports and consequently WIAL 
was required to construct a northern RESA. 

Any consumer engagement WIAL commenced discussions on the Northern RESA project with its substantial airline customers and BARNZ in September 
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Disclosure Requirement WIAL Comment 

undertaken as part of process and 
how consumer demands have been 
assessed 

2005.  Presentations were made to the airlines and BARNZ, and correspondence exchanged evaluating the requirement for the 
project and its components. 

WIAL initially presented a solution with an approximate cost of $15 million to the airlines and the airlines did not agree that a 
North RESA needed to be constructed and that the runway could be shortened. 

WIAL did not agree that it was appropriate to shorten the runway and subsequently presented four north RESA options for 
airline consideration at a meeting in May 2006.  The presentation also showed the effective runway lengths required for 
different aircraft types and in different weather conditions. 

Any alternative projects considered 
and the rationale for excluding the 
alternatives 

The options presented to the airlines were: 

 Construction of a RESA that would extend outside the airport boundary and require realignment of State Highway 1 – cost 
$21.4 million.  No airlines supported this option and WIAL considered a later option was a viable alternative. 

 Option 2 – build within the boundary and with construction of further pavement towards the Northern fence – cost $10.4 
million.  Not considered a necessary option if Option 1 not pursued. 

 Option 3 – build within the boundary using the existing runway footprint but with an extended taxiway to enable full use of 
the RESA for take offs – cost $7.5 million.  This was identified as the least cost solution that would minimise the prospective 
take-off weight constraints faced by some of the airlines.  That is, in some weather conditions airlines had to limit the 
number of passengers they could book on international flights due to the runway take off length available. 

 Option 4 – paint a RESA solution onto the existing runway pavement and effectively shorten the available runway length.  
This option was discounted because it would have increased the take-off weight constraints for two of the airlines. 

Following discussion of the options with the airlines option 3 was selected.  This option was supported by two of the airlines 
operating at WIAL. 

The extent to which the project is 
reflected in pricing 

The full cost of the project was included in the capital expenditure forecast with effect from 2008 when construction was 
scheduled for completion. 

Any constraints or other factors on 
which successful completion of the 
project is contingent 

No 

 

North Pier Terminal Expansion 

Disclosure Requirement WIAL Comment 

Description of works Construction of additional aircraft gates and North Pier terminal area comprising three project stages: 
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Disclosure Requirement WIAL Comment 

 Expansion of international passenger arrivals and departures processing areas. 

 Construction of additional aircraft gates and modifications to existing terminal footprint to improve efficiency of terminal 
space and swing gate/terminal utilisation for international and domestic flights 

 Expansion of lounge and bathroom passenger facilities in North Pier 

Aims and objectives To meet current and forecast congestion of aircraft gates and passenger processing facilities and lounge space in the North Pier 

Process by which need for the 
expenditure was determined 

WIAL undertook an extensive business planning process in 2004/05 which considered demand for facilities and actual or 
prospective congestion of facilities.  Several expert reports were commissioned from Airplan and Airbiz Limited which were 
founded after receipt of information and discussions with a number of parties including WIAL, the airlines and Government 
agencies.  The reports receive from Airbiz included: 

 Airbiz  - Wellington Airport Secondary Processing, X-ray Unit Capacity 

 Airplan – Wellington Airport STAGE 1 - Terminal Facilities Planning Study 

 Airbiz – Wellington Airport International Pier Expansion 

These reports analysed the current and expected apron stand usage and current and expected passenger demand for a variety 
of areas and processing functions within the terminal.  The reports identified current demand, analysed future demand, 
considered simulated passenger flows in particular areas of the terminal and made recommendations on the facilities that 
required expansion or development. 

Fundamental conclusions were: 

 Expansion of international passenger arrivals and departures processing areas.  Some of the key facilities for processing of 
arriving international passengers were designed to accommodate 500 passengers per hour.   Current peak time demand was 
up to 700 passengers per hour. Specific facilities where congestion was occurring, or forecast to occur, were: 

Facility Forecast Year Busy Hour Aircraft 
Arrivals 

Forecast Passengers 
(85% aircraft load)

1
 

International MAF arrivals processing 2004 5 aircraft 649
2
 

International departure lounge 2006 6 aircraft 779 

International baggage claim 2006 6 aircraft 779 

International customs departure processing 2010 7 aircraft 921 

International customs arrivals processing 2010 7 aircraft 921 

Note 1:  Airbiz  - Wellington Airport Secondary Processing, X-ray Unit Capacity pps 9-10 

Note 2:  Extrapolated number from assumptions in Airbiz report 
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Disclosure Requirement WIAL Comment 

WIAL concluded that expansion of passenger processing areas was necessary. 

 The North Pier currently provided six aircraft gates that were being used to accommodate international services, for which 5 
gates were required at that time, and for domestic aircraft jet aircraft not operated by Air NZ.   

WIAL received advice on schedules from airlines that indicated six gates could be required in the short term for international 
services which would have occupied the entire North Pier, thereby offering no capacity for domestic aircraft during 
international peak periods and prevented WIAL from accommodating further growth in these international peak periods.  
WIAL concluded that additional aircraft gate capacity was required to facilitate some crossover of international and domestic 
aircraft demand and to accommodate prospective growth in international services.  

 Passenger lounge space in the North Pier was congested during peak international service demand.  Airbiz commented that 
“The existing international departure lounges area comprises some 890m2 which includes 286 seats.  This will provide 
capacity for 4 large Code C aircraft up to 180 seats or 5 small Code C aircraft.”  With the expected growth in international 
services from future indicative schedules WIAL also concluded that expansion of the lounge facilities for international 
passengers would be required. 

 

Any consumer engagement 
undertaken as part of process and 
how consumer demands have 
been assessed 

WIAL commenced discussions on the North Pier expansion project with its substantial airline customers and BARNZ in 
September 2005.  Presentations were made to the airlines and BARNZ, and correspondence exchanged over a period of more 
than a year evaluating the requirement for the project and its components. 

The culmination of discussions with the substantial customers and BARNZ was: 

 Support for expansion of the international passenger arrivals processing area including the agency processing and baggage 
collection facilities. 

 Support from two airlines for expansion of the aircraft gate facilities. 

 Support from two airlines for expansion of the North Pier passenger lounge facilities. 

At the time this phase of the project was being considered Air NZ and Qantas were seeking to form an alliance for trans-
Tasman services.  One airline submitted that if the alliance proceeded then there may not be a requirement for this project.  
WIAL actively opposed regulatory approval of the alliance and considered it would be detrimental to competition in airline 
services at Wellington. 

In resolving that it was appropriate to proceed with the projects WIAL: 

 Noted the existing and forecast congestion of the facilities. 

 Noted the support from some of its airline customers for the projects to proceed. 

 Concluded that competitive air services for Wellington would be severely constrained if the indicated increases in 
international aircraft demand could not be accommodated. 

With the Air NZ/Qantas alliance application still to be resolved WIAL established a wash up arrangement in respect of phase 
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Disclosure Requirement WIAL Comment 

3 of the project which is explained further below. 

Any alternative projects 
considered and the rationale for 
excluding the alternatives 

Wellington Airport is constrained to a small land footprint (e.g. WIAL occupies 111 hectares of land compared to approximately 
1,500 hectares for AIAL and 800 hectares for CIAL) in comparison to other airports that process a similar number of passengers 
and aircraft movements.  This increases the requirement for WIAL to be efficient in how it utilises this space and for it to seek 
maximum flexibility from its facilities wherever possible. 

WIAL therefore concluded that expansion of the North Pier was the only effective way to increase processing capacity while 
avoiding the greater cost of constructing entirely new facilities, which would be difficult to find a location for on the current site.  
The addition of incremental capacity was the only practical option available to WIAL. 

WIAL submitted concept plans to the substantial customers and other stakeholders in September 2005 with the detailed plans 
developed utilising external expertise and from ongoing discussions with customers over the project development.  Discussions 
with airlines and other stakeholders during this detailed design and construction processes were necessary to ensure that the 
completed works provided as many operating efficiencies as possible for the airlines. 

The extent to which the project is 
reflected in pricing 

The total North Pier expansion project was completed in three construction phases. 

 Phase 1 was expansion of the international passenger arrivals processing and duty free facilities.  This phase was completed 
in December 2006 at a total cost of $12.7m (aeronautical component $3.2m).  This phase of the project was completed 
before commencement of the pricing period but was underway when pricing consultation was being undertaken with 
substantial customers.  The aeronautical component of the project expenditure was included in the asset base to determine 
pricing. 

 Phase 2 was expansion of the aircraft gates and terminal facilities on the Eastern side of the pier.  The forecast cost of this 
phase was $12.9m all of which was required for aeronautical facilities. This phase was completed in October 2007.  This 
expenditure was included in the assets to determine pricing. 

 Phase 3 of the project was expansion of the North Pier passenger lounge and gate facilities.  The forecast cost of this phase 
was $41.8m (aeronautical component $33.7m).  Completion of this phase was forecast by March 2009, and was ultimately 
completed in October 2010.   

The expenditure for this project was included in the asset base to determine pricing.  However as construction of this phase 
had not commenced when the consultation was completed  WIAL established a wash up arrangement that would provide the 
airlines with compensation in the next pricing period if the project was not undertaken or if completion of the project was 
delayed by more than 12 months from the forecast timing.  The compensation would be provided as a pricing credit in the 
next period for any over recovery of revenue by WIAL. 

Any constraints or other factors 
on which successful completion of 
the project is contingent 

Air New Zealand and Qantas were seeking regulatory approval to form a trans Tasman alliance that would have enabled them to 
jointly plan their trans Tasman services.  If the alliance was approved the risk existed that Air NZ and Qantas would have sought 
to consolidate services thereby reducing the forecast demand for international services at peak times.  WIAL acknowledged that 
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Disclosure Requirement WIAL Comment 

expansion of the international terminal facility may need to be reconsidered if this eventuality occurred.   

WIAL did not expect approval to be given to the alliance and included the required capital expenditure in its forecasts for the 
pricing period.  As commented above WIAL however provided a wash up arrangement in respect of this project in the event that 
WIAL was incorrect and regulatory approval for the alliance was provided, and the terminal expansion was either not required or 
delayed.  Subsequent to completion of the pricing consultation both New Zealand and Australian regulators denied approval for 
the alliance. 

 

 

Airfield Pavement Maintenance Programme 

Disclosure Requirement WIAL Comment 

Description of works Ongoing maintenance of all sealed surfaces, including the runway, taxiway, aprons and parking stands, required to 
accommodate aircraft movements.   

The most significant component of this programme in the forecast period was the upgrade and replacement of the surface of 
the runway.  Fundamentally an additional layer installed on top of the existing runway surface. The previous runway overlay 
was undertaken in 1995/96. 

Aims and objectives To ensure all sealed surfaces continue to meet engineering safety standards for aircraft operations. 

Process by which need for the 
expenditure was determined 

WIAL’s runway and other sealed surfaces are inspected at least annually by external engineers with reports provided to WIAL 
on the status of the sealed surfaces and the requirement for repair or replacement.  Provision for the overlay of the runway 
surface was recommended by the external engineers for the 2010 financial year. 

Any consumer engagement 
undertaken as part of process and 
how consumer demands have been 
assessed 

WIAL submitted the forecast expenditure for this programme to every substantial customer and BARNZ as part of the capital 
expenditure forecast for the upcoming pricing period.  No comment was received from airlines in respect of this expenditure. 

Any alternative projects considered 
and the rationale for excluding the 
alternatives 

No alternative options were possible in respect of the requirement for repair or replacement of the sealed surfaces.  The 
design requirements for each component of the programme works are developed by the engineers. 

The extent to which the project is 
reflected in pricing 

The forecast cost of the programme was $25.1m ($19.7m in 2007 dollars) for the 10 years commencing from 2008 with the 
runway overlay component of this amounting to $5.8m ($5.0m in 2007 dollars).  These amounts were included in the asset 
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Disclosure Requirement WIAL Comment 

base used to determine pricing. 

Any constraints or other factors on 
which successful completion of the 
project is contingent 

No 
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Appendix E  

Wellington International Airport Limited Schedule of Landing and Terminal Charges Effective 1 

July 2007 to 31 March 2012 

NOTE:  All charges are exclusive of GST unless noted otherwise. 

1. Charges for Operators of Passenger Services  

Passengers on:     

 Current 
Charge 

1 July 
2007 

1 April 
2008 

1 April 
2009 

1 April 
2010 

1 April 
2011 

International  10.24 10.53 10.83 11.14 11.46 11.78 

Domestic jet 9.32 9.59 9.86 10.14 10.43 10.73 

Domestic Prop 5.24 5.39 5.54 5.70 5.86 6.03 

NOTE 1:  Includes charge per passenger for aerobridge use. 

2. Calculation of and Administrative Arrangements for Passenger Services Charges 

(a) Passengers are defined for the purposes of paragraph 1 as total passengers carried on 
board less infants, positioning crews, domestic transit passengers and diverted international 
passengers returned to destination (being only those diverted passengers not processed 
through Customs). 

(b) Airlines will advise WIAL of passenger numbers carried into and out of Wellington 
International Airport for the previous calendar month by close of business on the fifth 
business day of the new month.  Passenger information will be provided in the form 
attached, or suitable equivalent approved by WIAL. 

If WIAL has concerns over the accuracy of the passenger information: 

 WIAL will convey its concerns to the relevant airline and that airline will respond 
within five business days. 

 If after receipt of the airline response WIAL retains its concerns WIAL may arrange 
for the data to be audited.  If the audited result varies from the airline data by more 
than 2% the costs of the audit will be met by the airline. 

NOTE: Charges in relation to international diverts to Wellington will be applied 

as follows: 

 Where any passenger remains in the international facilities and return to the 
original destination – Landed MCTOW, as for Operators of Non Passenger 
Services, charge only. 

 Where passengers leave the aircraft and are processed through customs – full 
passenger services charge. 

(c) If an airline does not provide passenger numbers WIAL may make its own assessment of 
an airline’s passengers for the relevant month and issue an invoice accordingly.  WIAL will 
issue an adjusted invoice when the airline subsequently advises its actual passenger 
numbers.  The invoices will be payable in accordance with WIAL’s Terms of Trade. 

(d) In addition to the audit referred to in paragraph 2(c) above WIAL may arrange an annual 
audit of passenger numbers.  If the audited result varies from the airline data by more than 
2% the costs of the audit will be met by the airline. 
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3. Charges for Operators of Non Passenger Services  

Operators of these aircraft will continue to pay a charge based on an aircraft Maximum Certified 
Take Off Weight.  The charges to apply are: 

Aircraft with MCTOW: $ per Tonne 

30 tonne and over $18.00 

Above 2 tonne and less than 30 tonne $8.70 

4. Aircraft Parking Charges  

Applies to itinerant aircraft with MCTOW greater than 6 tonne (as per current practice). 

Parking for durations of: Charge per 24 Hour 
Period of Part Thereof 

Up to six hours Nil 

From six hours to five days $82.50 

From 6 days to 10 days $110.00 

In excess of 11 days $165.00 

5. International Departure Fees Payable by Passengers  

Fee per: $ including GST 

Adult $25.00 

Child 2-11 years of age $10.00 

Child under 2 years of age $0.00 

6. General Aviation 

Operators of general aviation aircraft will continue to pay a charge per landing subject to a 
minimum monthly charge.  The charges to apply are: 

 Charge per landing    $17.50 

 Minimum charge per month   $35.00 



 
 

WIAL Price Setting Event Disclosure for the Period 1 July 2007 to 31 March 2012  Page 39 

7. WIAL Terms of Trade for Payment of Invoices 

(a) Time for Payment 

WIAL will as soon as practicable after the end of each month calculate each airline’s 
charges for that month, and will send each airline an invoice for their charges.  Each airline 
must pay the amount of the invoice by the later of: 

 The 20th day of the next month after the month to which the invoice relates. 

 14 days after the date it receives the invoice. 

The airlines must tell WIAL within 7 days of when they receive it, if they disagree with any 
invoice.  The airlines will pay the correct amount due as soon as the correct amount is 
agreed or determined. 

(b) Interest on Overdue Amounts 

The airlines will pay interest on the amount of any charge which is properly owed, but not 
paid on time, if the charge is a then current and prevailing charge which is not in dispute.  
The airlines will also pay interest on unpaid amounts that relate to charges which are in 
dispute, but only if any of the following apply: 

 The airlines who have failed to pay, agree to pay the charge in dispute. 

 The airlines who have failed to pay, agree that the charge in dispute is properly 
payable. 

 The charge in dispute is determined to be properly payable. 

The interest is payable on the unpaid amounts from the day they should have been paid, 
until they are paid.  ‘The day they should have been paid’, is the later of the 2 days for 
payment listed under the bullet points in the previous clause, after WIAL first issues an 
invoice for the correct amount. 

(c) Rate of Interest 

The rate of interest payable under the previous clause is the rate WIAL’s principal banker 
charges, or would charge, WIAL for overdraft money during the time for which interest is 
being charged. 
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Airline:______________________________________ 

Advice of Passenger Numbers  

for the Month of:  __________________________ 

 Domestic Propeller 
Passengers 

Domestic Jet 
Passengers 

International 
Passengers 

 Arrivals Departures Arrivals Departures Arrivals Departures 

Total passengers carried       

Less Exemptions:       

Infants       

Positioning Crews       

Transit Passengers       

Less Diverted Passengers 
Returned to Destination 
(NOTE 1) 

      

Passengers Carried for Billing 
Purposes 

      

 

NOTE 1: Passengers not processed through customs only. 

Aircraft diverted to Wellington during the Month: 

Date:    Flight Number: 

Date:    Flight Number: 

Date:    Flight Number: 

Date:    Flight Number: 

 

 

 

Signed by: ______________________ Title:________________________ 

 

Date: ___________________________ 

 


