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DearMs Gordon

Reviewof Auditor-General’sReportsFourth Quarter 2003-2004
ANAG Performance Audit Report No. 50 ManagementofFederal Airport

Leases— Follow-up from Public Hearing 7 March 2005

DearMs Gordon

I referto your letterof2 June2005seekingfurther informationasaresultof
discussionat .heCommittee’spublichearingon 7 March2005. In particular,you
havesoughtareporton theoutcomeof theDepartment’sreviewin relationto the
recoveryofairport leaseadministrationcosts. Thisreportis providedbelow.

In accordancewith theGovernment’sscheduleofcostrecoveryreviews,in 2004-05
theDepartmentundertookan assessmentofits costrecoveryarrangements,including
airportleaseadministration,againsttheDepartmentofFinanceandAdministration’s
‘CommonwealthCostRecoveiyGuidelinesfor InformationandRegulatoryAgencies’.
This assessmentresultedin CostRecoveryImpactStatements(CRIS)beingprepared
andacopyof therelevantCRIS is attached’.As notedin Part4 oftheCRIS,
“DOTARS doesnot intendto alteranyof thecurrentarrangementsfor minorcost
recoveryactivities”.

In relationto airport leaseadministrationcosts(estimatedto be some$0.3min 2003-
04), theCRIS notedthat adviceprovidedto airportbiddersduringthePhase2 sale
process“woutd seriouslyunderminetheClause11.2 contractualright to recoverlease
administrationcosts .. .“. TheCRIS alsonotedthat “... furthermoreworkundertaken
by externalconsultantssuggeststhereis someuncertaintyon thecosteffectivenessof
a compliantcostrecoveryregimeshouldit be introduced”.

The CRIS for the [)epartment’sminorcostrecoveryarrangementscanalsobefound on the
Department’swebsiteat www.dotars.~ov.au
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As furtherbackgroundfor the Committee,legal adviceprovidedby theAustralian
GovernmentSolicitor (AGS) to theDepartmentin March 2005concludedthat for
Phase2 airports“therewouldbe legal argumentsof substanceavailableto theairport
lesseesto supportthecontentionthattheCommonwealthis not entitled to recover
thosecosts”. Theadvicealsostated“Given therelatively small amountofmoney
involved comparedwith thelikely expenditurenecessaryto resolvethematter,it may
notbeworthwhileto pursuethis issue”. Commentwasalsomadein relationto Phase
I airports“unlesssimilar statementsweremadein thecontextofthePhase1 airport
sales,thereis nothingto suggestthattheCommonwealthis not,in relianceupon
cl. 11.2,ableto recoverinternaldepartmentaladministrativecostsfrom those
airports”. Forthe informationoftheCommittee,a copyoftheAGS adviceis
attached.

In accordancewith theDep&tm~ntofFinanceandAdministration’sGuidelines,the
Department’sminorcostrecoveryarrangementsarescheduledfor review againin
five years.

Do not hesitateto contactmeif theCommitteerequiresfurther information.

Yourssince-ely

ExecutiveDirector

Aviation and Airports

KoJune2005
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