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Mr PETER MORRIS (Minister for Transport and Minister for Aviation)(4.53) —I move:

That the Bill be now read a second time.

The purpose of this Bill is to establish the Federal Airports Corporation. For many years the
Commonwealth-owned airports have been administered by a department of state-most
recently the Department of Aviation. When the Government came to office in 1983 it had as
part of its platform a policy for improved administration of major airports. We believed that
placing this responsibility with a largely independent statutory authority would offer significant
advantages to the travelling public, taxpayers, the aviation industry and airport
administrators. Subsequent analysis has clearly confirmed that view.

I hasten to say that this view is not a reflection upon the Department of Aviation and its
predecessors, but a recognition that the commercial operation of airports would be better
managed by a Commonwealth business enterprise. Departments of state are of necessity
bound by the Government processes which inhibit commercial flexibility and responsiveness.
The aviation industry has been critical of this fact and of the inability of the current
administrative processes to make changes in a timely manner to meet the requirements of a
dynamic market. Additionally, governments in the past have unduly influenced the priorities
for aviation infrastructure development for reasons unrelated to economics or efficiency.
Indeed many of the decisions taken in the past have inhibited economy and efficiency in the
industry.

This legislation will go a long way towards rectifying these problems and will enable the
Corporation to act more readily to meet the changing needs of the travelling public and the
aviation industry. The Federal Airports Corporation is an important part of the Government's
overall strategy to improve the efficiency of the aviation industry and the levels of services to
the consumer. This strategy includes the two reviews which have already been undertaken,
that is, the Bosch Inquiry into Aviation Cost Recovery and the Butcher-Scully Review of
International Air Freight. This Government has made substantial changes to Trans Australia
Airlines and Qantas Airways Ltd to allow them to operate more commercially. Consequently
both have achieved record profits in the past year. We have been steadily improving
departmental efficiency and have moved to separate airport and airways charges so as to
promote further efficiency in the aviation industry. Honourable members will be aware that we
currently have a review under way of the Opposition's 1981 two-airline agreement.

In framing the legislation the Government has had to face the task of balancing the need
for autonomy and entrepreneurial management with the need for public accountability to
maximise public benefit. This approach fits in with the Government's policy of public
enterprise-efficiency, consumer responsiveness and successful management. I believe that we
have achieved that balance.

While the Corporation will be the sole provider of airport facilities in most areas where it will
operate, it will provide an important part of the infrastructure for a competitive aviation
industry. Within that context it will in all of its activities be subject to close scrutiny by
aviation users and the aviation industry. This scrutiny will be enhanced through requirements
in the legislation for consultation, disclosure of results and for the publication of indicators
which year by year will show the performance of the Corporation across the range of its
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activities and on an airport by airport basis.

The Government has set objectives for the Corporation covering social, financial,
management and efficiency aspects. The Corporation will be required to take these objectives
into account in its planning and operations. Additionally, the Corporation will be required to
put forward to the Minister for Aviation each year a three-year forward program including its
budget for the following year and details of its corporate plans. These requirements will be
exercised at a strategic level, leaving the Corporation free in its day to day management and
exercise of its commercial judgment.

To enable the Corporation to operate as autonomously as possible, it will be freed from the
requirements of staffing under Public Service conditions, the requirement that it utilise the
Department of Housing and Construction for its capital works-although it will be expected to
provide the opportunity for that Department to compete for such work on a commercial basis-
and the need for its day to day land dealings to be administered through the Department of
Local Government and Administrative Services.

This legislation will provide a framework for the operation of airports more efficiently, more
commercially and in a manner in which the Corporation's performance will be able to be
judged by its owners, the people of Australia. Given the potential for greater efficiency
resulting from setting up the Corporation, the Government will require it, and the Department
of Aviation, to ensure that there is no net increase in staff over the two organisations at the
time of the establishment of the Corporation. The rights and interests of employees
transferring from the Department of Aviation to the Corporation will be protected. To ensure
that their employment is not jeopardised, the Government will require as a matter of policy
that the Corporation offer positions to all staff whose functions are transferred. While the
Corporation will have power to set conditions of employment for its staff, it will also be
required to provide, at the time of the transfer, offers of conditions of employment to
transferring staff at least equivalent to those which they currently enjoy in the Australian
Public Service.

I turn now to the more significant detail of the legislation. The functions prescribed for the
Corporation will enable it to own, develop and operate its airports in an efficient and cost-
effective way. It will, however, have overriding requirements to operate its airports safely and
in a manner which accords with the public interest. The Department of Aviation will retain
responsibility for the setting of safety and security standards for airports. The Corporation will
be bound to abide by those standards. The Department will also retain responsibility for
overall national airport planning issues. The legislation makes it clear that the Department of
Aviation, through the existing integrated air traffic control system, will retain responsibility for
the safe operation of aircraft.

The Corporation will be constituted in much the same way as other Commonwealth transport
business undertakings with seven members including a chairperson and a deputy chairperson
appointed for periods not exceeding five years. The usual provisions for such matters as
remuneration, leave of absence, termination of appointment and disclosure of interests will
apply.

The legislation provides for the specification of certain airports to be the responsibility of the
Corporation, with ministerial approval being required for the Corporation to accept
responsibility for others or for the Corporation to close an airport. The Corporation will, at the
outset, take responsibility for all State capital city airports including the general aviation
airports and will also be responsible for Coolangatta and Launceston airports. Although there
has been some public debate about the inclusion of the general aviation airports in the
Corporation, it is the Government's considered view that to exclude them would deny those
airports the expertise and flexibility of management which will reside in the Corporation.

This is of particular significance in Sydney where the operation of Bankstown is a matter of
concern and sensitivity to the people in nearby areas. There is no question that Sydney will
be the city in which the new Corporation will face its major challenges and will have its major
responsibilities even before considering a second Sydney airport. The Government has
therefore decided that the head office of the Corporation should be located in Sydney.

An important aspect of the legislation is the requirement that the Corporation provide the
Minister annually with an up-dated corporate plan including its budget and financial targets
for the forthcoming year. It is largely through this mechanism and through its reporting
procedures, including its annual report, that the Corporation will be kept aware of government
requirements. Similarly, the responsible Minister will be able at the strategic level to monitor
the Corporation. The successful use of this mechanism will be the major factor in enabling the
Corporation to be freed from ministerial involvement in day to day management issues.

The legislation provides for the capital structure for the Corporation to be determined
ministerially before the Corporation takes over its airports. The appropriate gearing ratio
obviously depends on such matters as the value of assets being vested in the Corporation, its
future investment program, levels of working capital required and the level of financial
flexibility necessary for proper management. I will be consulting with my colleague the
Minister for Finance (Senator Walsh) before determining an initial capital structure for the
Corporation. It will also be useful to have the views of the Corporation's board on this issue
before a particular commencing debt-equity ratio is fixed.

It must be recognised that airport operations are highly capital intensive, requiring long
term investment planning decisions. In setting the capital structure for the Corporation, we
will therefore need to give particular attention to the balance to be struck between the long
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term viability and needs for future investment of the Corporation, and the reasonable
expectation of the Government for a proper return on the substantial public investment in
airports. Provision is also made for a specific power of direction, which in particular
circumstances would incur reimbursement where such a direction results in financial detriment
to the Corporation. A general power of direction will also be utilised at the inception of the
Corporation to enable the Minister to convey to the Chairman and members the Government's
requirements on a variety of issues which will not be subject to recovery. Included amongst
these will be, for example, the payment of ex gratia payments to local government in lieu of
rates and the requirement that the Corporation offer employment to Department of Aviation
employees whose functions transfer to the Corporation.

The Government has decided that the Corporation should not be subject to Commonwealth,
State and local government taxes. In this respect the Corporation will be in a similar position
to other public transport enterprises. If, however, the Corporation engages in activities in
competition with private enterprise it will be required to do so through a subsidiary and
thereby in respect of those activities be liable to taxation. This decision will continue the
existing arrangements for Commonwealth airports and will ensure that taxation does not
impose a new and substantial cost on the users of airports.

The Corporation will be required to operate in a manner which will enable it to produce a
reasonable rate of return upon the assets which it employs. Provision is made for it to be able
to levy charges for the use of its airports, to lease property on airports and to let business
concessions. Arrangements existing at the time of transfer by way of lease or contract will, of
course, transfer to the Corporation and will continue to bind the Corporation.

Mr Deputy Speaker, the establishment of the Corporation is a significant step forward in
ensuring that the provision and operation of costly airport infrastructure is based on efficiency
and investment undertaken only when there is financial and economic justification. In moving
to establish the Federal Airports Corporation to operate our airports we are bringing Australia
into line with general practice internationally. For the first time in Australia the financial
performance of airports will be measured and results made available to airport users. One of
the objectives set by the Government is that the Corporation be a good neighbour to the
communities it serves. Within this responsibility the Corporation will be responsive to the
needs of the travelling public and to those living in close proximity to airports.

Mr Deputy Speaker, I believe that this Bill represents a major step forward in aviation in
Australia. It will assist the airport user. It will provide the basis for rational development and
operation of airports. And it will reduce the call on the taxpayer for airport infrastructure
costs. I commend the Federal Airports Corporation Bill to the House.

Debate (on motion by Mr Beale) adjourned.
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