Ryanair Response to Draft Decision on the Interim Review of 2005 Determination
on Maximum Levels of Airport Charges at Dublin Airport.
Comments on Commission for Aviation Regulation Paper 5/2007
This response will deal with the points as raised in Commission Paper 5/2007, drawing
on and commenting on as necessary material presented in the various supporting
documents also published by the CAR. The following areas will be covered:
•

The Capacity of Terminal 1 and the Requirement for Additional Capacity at
Dublin Airport;

•

Consultation and Failure to Provide Information, Including Forecasts;

•

The Scale and Cost of Terminal 2;

•

The Cost of Other Developments;

•

The Charges Determination for the period 2006-2009;

•

Further Considerations for the Charges Determination for the period 2010-2014.

The context for Ryanair’s response is that the CAR’s objectives in making a
Determination are:
•

“to facilitate the efficient and economic development and operation of Dublin
Airport which meet the requirements of current and prospective users of Dublin
Airport;

•

to protect the reasonable interests of current and prospective users of Dublin
Airport in relation to Dublin Airport;

•

to enable Dublin Airport Authority to operate Dublin Airport in a sustainable
and financially viable manner.” (emphasis added).

Whilst acknowledging a number of aspects of the CAR’s Draft Decision, Ryanair
considers that there are a number of important issues which require further and urgent
consideration both in terms of settling the level of charges for the period 2006-2009 and
in terms of the signals it gives to DAA in respect of future investment prior to the
Determination of the Level of Charges for the period 2010-2014.
The Capacity of T1 and the Need for Additional Capacity
Ryanair considers that the CAR has started from the wrong point in considering the
costs and sizing of Terminal 2 in isolation. Whilst the Aviation Action Plan 2005 calls
for the construction of a new terminal at Dublin Airport to be operational in 2009, the
CAR still has as its primary objective the delivery of “efficient and economic
development” of Dublin Airport. This objective requires the need for Terminal 2 to be

considered in the context of the capacity of the Airport overall. In other words, the
capacity of Terminal 1 and the capacity of the whole site are material considerations.
The overarching aim should be to ensure provision of sufficient terminal, apron and
runway capacity at Dublin Airport in an efficient manner to meet the needs of users and
future demand as it arises. The next increment of development needs to be sized
according to the scale of capacity which exists currently not according to the predetermined requirement for a new terminal. The logic which underpins the
consideration of the size of Terminal 2 in isolation is negated by the fact that it will not
be capable of independent operation and peak hour movements will in any event be
split between the proposed Pier E and the existing Pier B on Terminal 1. The logic
which says that Terminal 2 has to be large enough to accommodate all of Aer Lingus
and partners’ operations is hence flawed as operations will be split in any event. This
begs the question of whether the operation of the new terminal can be tendered
independently as required by the Aviation Action Plan in any event, but it is accepted
that this is outside the scope of the current determination.
DAA is on record1 as stating that Terminal 1 will have a departing passenger capacity
of 4,800 passengers per hour once the proposed extension to the existing terminal
(T1X) has been constructed, taking into account the capacity added by Pier D and Area
14. Ryanair believes that even without T1X, which is almost exclusively dedicated to
retail (and storage) space, is capable of at least 4,800 passenger movements per hour.
Using busy hour ratios and analysis similar to that applied by RR&V in their Report
No. 4, when considering the true capacity of Terminal 2, this would imply an effective
capacity of Terminal 1 of at least 25 mppa and possibly more as, if Terminal 2
proceeds, its predominant user will be Ryanair and, as such, available capacity will be
used even more efficiently than today.
There is no case therefore of considering the capacity to be provided by Terminal 2
against a “comfortable capacity” in Terminal 1 of 18.5 mppa as claimed by DAA.
Moreover, DAA announced that they intend to reduce the capacity of Terminal 1 down
to just 15 mppa after investing a further 400m. This is a false threshold based on a
highly inefficient use of Terminal 1 capacity, negating the value of existing and
expensive investments there such as Pier D and Area 14.
A further factor which should determine the scale of Terminal 2 is the ceiling imposed
on the capacity of the existing eastern airport campus by the Fingal Local Area Plan
(LAP) at 30 mppa. This limit was imposed because of surface access constaints
implied by the ‘Airport Box’. Fingal County Council stated at the Oral Hearing into
Terminal 2 that it would require a condition on Terminal 2 limiting capacity of the
existing airport campus to 35 mppa. 30-35 mppa, hence, represents the absolute ceiling
on capacity which can be provided across the two terminals. This suggests firmly that
if the capacity of Terminal 1 will be of the order of 25 mppa +, Terminal 2 cannot
provide usable capacity in excess of 10 mppa.
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To the extent that the terminal is constructed to a larger size, this represents grossly
inefficient and uneconomic investment. In view of the firm planning constraints set out
in the Fingal Local Area Plan, any risks associated with the development of Terminal 2
sized to handle demand in excess of 10 mppa should fall to DAA alone. This would
effectively be Box 3 if DAA proceeds with investment in a terminal which can never be
effectively used. Any financing or other costs associated with Box 3 should not be
added to the RAB in any circumstances unless and until there is a formal modification
to the limits on the Eastern airport campus set out in the Local Area Plan. Ryanair
generally supports the concept of Box 1 and Box 2, subject to the start and finish points
for the Boxes being the 25 mppa capacity of T1 and the ceiling on the capacity of the
eastern campus of 35 mppa. The 30 mppa achieved passenger threshold for the
addition of the costs of Box 2 to the overall airport RAB appears reasonable, subject to
the comments below on the scale and costs of development.
Lack of Proper Consultation and Failure to Disclose Information
Ryanair has consistently complained about DAA’s policy of refusing to disclose
adequate information to users to enable them to consult on airport developments and its
failure to take on board the requirements of users.
Ryanair is particularly concerned that despite having repeatedly raised these issues to
the CAR, the CAR has taken no action and has refused to attended any of the so-called
“consultation” meetings in order to witness this blatant failure of the regulated
monopoly to properly consult with users. Annex 1 to this paper contains the key
correspondence between Ryanair and DAA and Ryanair and the CAR. It is also clear
from the correspondence that the CAR has been aware of this failure to consult since
2005.
The consultation process engaged in by DAA has been entirely a box ticking exercise,
designed to game the regulatory process. There has been entirely too much focus in the
reports of BoydCreedSweet, for the Government, and the RR&V work completed for
the CAR on the process rather than the substance of consultation. The structured
‘Gateway’ process adopted by the DAA is meaningless given that the actual
consultation at each stage was not effective and the regulated monopoly simply ignored
the reasonable requirements of users. It is regrettable that those auditing the
consultation process appear to have been largely taken in by the paper trail and failed to
even approach airport users such as Ryanair to determine whether the users’
requirements had been taken into consideration.
It is wholly unacceptable that consultation about Terminal 2 has excluded non-Terminal
2 users such as Ryanair and yet DAA is expecting all airport users to pay for the
development. DAA’s persistent refusal to share critical information, including the
Gateway reports, with other airport users is symptomatic of the problem. Consultation
has to take place on a transparent, fair and equal basis with all users if all users are
expected to share the cost burden. Instead, the T2 consultation involved private
meetings between a state-owned airport operator with the state-owned airline, (and
between the regulated monopoly and the CAR) with no opportunity for other airlines to
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express their requirements. Indeed, Ryanair had offered to pay for, build and use a low
cost terminal to meet its growth requirements but this offer was repeatedly ignored by
the DAA.
Ryanair agrees with the statements by the CAR that “the Commission would be keen
not to allow the DAA to recover the costs of investments that users do not want” and
that “the Commission would not include investment on a project in the RAB that has
not commenced if users all expressed the view that despite the DAA undertaking an
extensive consultation process and reflecting all their suggestions, in the interim the
situation had changed such that all users no longer felt the project would meet their
needs.” However, this does not go far enough. There should be an express
requirement for DAA to have the agreement from carriers representing the majority of
traffic at the Airport to the details of a project, including a willingness to pay for it.
User comments should be a material consideration in determining how much of the
proposed development plan should be allowed. Moreover, Aer Lingus is on record as
stating that they would not support Terminal 2 if it meant them paying more for this
facility than non-Terminal 2 users. This is simply not reasonable. Aer Lingus cannot
expect to on one hand agree to a facility that is entirely over specified compared to
other airport facilities and then expect not to pay more for this facility.
The Commission states that it may issue guidance on how it would expect consultation
to proceed in future and the information which it would expect DAA to disclose to
allow meaningful consultation to take place. At the very least, such consultation should
include:
•

attendance by the CAR at each DAA user meeting and an end to the private
meetings between the regulator and the regulated monopoly;

•

provision of detailed information by the DAA to users regarding the triggers for
development in terms of overall demand (i.e., detailed forecasts which have
been externally verified), changes in levels of service or commercial
consideration;

•

options for meeting user requirements, including those presented by the airlines,
with sufficient detail regarding capital and operational cost implications and
commercial revenues to enable users to make informed judgements.

Consultation should precede the inclusion of a project into the Capital Investment
Programme and not focus merely on the programme as determined by DAA.
Ryanair expects the CAR to learn the lessons from the failure of Constructive
Engagement at Stansted under the UK CAA’s regulatory process. Constructive
Engagement only works in the circumstances where the airport operator is willing to
disclose information and to openly discuss options. It is clear that neither Constructive
Engagement nor the Annex 4 Information Requirements have proved to be effective
tools to enforce consultation between a regulated airport monopoly and its users. The
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CAA’s Annex 4, as quoted by the CAR at page 57 of the Draft Determination, correctly
identifies the minimum level of information which is required:
“the high level options for the development of the airport, including details of the cost
and output trade-offs involved in each option and the impact on user charges.”
Such information has never been provided by BAA and the DAA’s disclosure of
information falls even further short of that requirement. For example, Ryanair’s
proposed option of constructing its own second terminal was never properly considered
or evaluated by DAA. Furthermore, the DAA has repeatedly refused to explain why
the size of T2 has increased by 50% with no increase in capacity and why costs have
more than quadrupled.
The CAR is directed to the comments of the UK’s Office of Fair Trading in its
reference of BAA to the Competition Commission2 in which there is extensive
discussion about the failings of the current regulatory system, the tendency for airports
to ‘gold plate’ investment under a RAB based regulatory regime, and the potential for
regulatory gaming. All of these elements appear to be a feature of the RAB based
system operated at Dublin. The OFT is clear in its referral to the Competition
Commission that it considers the current regulatory approach applied by the CAA and
the CAR has the potential to distort competition. Failure to adequately consult and to
disclose the information necessary to effective consultation is a particular feature of
‘regulatory gaming’ by the airport operator.
The CAR needs, therefore, to put in place processes which ensure the timely disclosure
of necessary information by DAA to its users. This can only be achieved through a
more active involvement by the CAR in the consultation process itself to enforce
disclosure.
Excessive Size and Cost of T2
(i)

Excessive Size of T2

The work by RR&V in Report No. 4 at Annex 10 to the Draft Decision correctly
identifies the fact that the passenger forecasts and peak busy hour rates claimed by
DAA to justify the massive increase in the size and therefore the cost of T2 were
entirely fictitious. The RR&V work concludes that the size of Terminal 2 is between
32% and 56% too large based on realistic passenger forecasts and busy hour rates.
RR&V’s analysis accords with that of Ryanair which identifies that DAA are trying to
build a facility that will cater to well over 25 mppa, whereas the existing Fingal
planning restriction only allows for a facility of 10 mppa (given that T1 is already
capable of handling 25mppa). The details of Ryanair’s views have been set out in
evidence to the Terminal 2 Oral Hearing.
The RR&V report highlights the inconsistencies in the busy day schedule being used by
DAA to design Terminal 2. This schedule has not been made available to users to
2

April 2007, Chapter 5.
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scrutinise despite repeated requests both during the “consultation” process and at the
planning inquiry. However, Ryanair remains concerned that RR&V have not analysed
the total capacity of both the existing terminal and any proposed second terminal. In
failing to do so, the RR&V report does not acknowledge the true extent to which DAA
is building excess capacity in T2.
Ryanair notes that RR&V in Report No.4 have considered the runway capacity
implications of accommodating Terminal 1 and Terminal 2 demand prior to the new
runway becoming operational. The analysis (page 23) indicates that DAA plans to
increase the departure capacity of the existing runways to 36 in 2009 and 38 in 2010
prior to the new runway becoming operational in order to accommodate Terminal 1 and
Terminal 2 demand. This is inconsistent with the earlier findings of Jacobs for the
CAR in terms of the scope to increase runway capacity in the short term and gives
grounds for a review of the decision to impose full coordination.
Ryanair supports, in principle, the use of the two box approach to allowing the costs of
Terminal 2 into the RAB, so long as the first box is genuinely sized to be the next
increment of capacity over and above that provided by Terminal 1. This would suggest
that the costs to be allowed into Box 1 would be those related to the costs of increasing
airport capacity efficiently from 25 to 30 or 35 mppa. This would equate, at most, to
the original 170 million to 200 million that DAA had stated to users, but more
realistically should be closer to 150 million given the fact that it should only cater to
10 mppa under the Fingal LAP. Any additional costs relating to the need to:
•

replicate existing facilities in T1 (e.g., customs pre-clearance at a cost of 30
million);

•

accommodate all of Aer Lingus and its partners in a single terminal, despite the
available capacity and split of airside operations with Terminal 1 in any event;

•

accommodate an excessive peak of demand in Terminal 2;

•

provide facilities to a higher level of service than are needed by and provided
for Terminal 1 users;

should be placed into Box 2 to be funded by those users whose requirements are
leading to the additional expenditure.
It should not be automatic that, when demand exceeds 30 mppa, the full costs of Box 2,
if not otherwise funded by Terminal 2 users, will pass into the general RAB to be
funded by all users as costs related to excessive peaking (inefficient utilisation) and
higher levels of service should still fall to be funded by Terminal 2 users alone under
the user pays principle.
As previously discussed, Box 2 should be capped at that expenditure necessary to
efficiently achieve 35 mppa in the Eastern campus in accordance with the Local Area
Plan limits. Any additional costs should be held in a third box and funded entirely at
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DAA’s own risk until such time (if ever) that the cap on passengers in the Eastern
campus is lifted by the Council.
(ii)

Excessive cost of T2

While supporting the principle of the three boxes as outlined above, Ryanair considers
that insufficient work has yet been carried out to validate the appropriate and efficient
investment costs required to enable the additional capacity to be provided at Dublin
Airport. Ryanair does not agree with the CAR that the principle reasons for the
excessive cost of Terminal 2 relate to the design capacity alone.
Whilst recognising that the CAR has decided not to allow some element of the project
on-costs associated with Terminal 2, and similarly with other CIP projects, Ryanair
considers that this approach fails to address the full extent of DAA’s over specification
of development requirements at Dublin leading to inflated costs and inefficient project
delivery. Experience with Pier C, Pier D the various terminal extensions in the past
gives ample evidence of DAA proceeding with over specified, inefficient and costly
developments in a manner not supported by users. In fact, Pier C is now being
scrapped after just 7 years of operation and the cost of this facility should therefore be
clawed back from the DAA.
Ryanair is particularly concerned that RR&V, like BoydCreedSweet before them, have
based their consideration of costs on DAA’s own benchmarking reports, which were in
turn based on reports for BAA dated 2003. Many of the projects included within this
benchmarking exercise were DAA’s own projects, so perpetuating any inherent cost
inefficiencies arising from DAA’s failure to take account of the needs of users, over
specification of development and inefficient procurement. Most of the other terminals
used to benchmark terminal costs were full service, multi-use airport terminals
designed to a standard inappropriate to the Aer Lingus claimed short haul, low cost
business model.
Significantly, the RR&V Report No.1 notes in the Executive Summary that anomalies
came to light at a late stage in the process and that some of the lower cost facilities
were excluded from the Benchmarking. The exclusion of comparable low cost
facilities from the benchmarking is wholly unacceptable and further evidence of
regulatory failure. Furthermore, it is not clear how the Jacobs work on low cost airport
terminals has been used to inform the cost benchmarking exercise, although the Draft
Determination notes at page 92, that there is scope for much lower cost facilities to
meet the needs of low fares airlines or those operating in similar market segments.
Given that the majority of traffic operating at Dublin is now short haul, low cost traffic
(or in the case of Aer Lingus, claimed to be low cost) these low cost efficient facilities
at other airports around Europe represent a more appropriate benchmark, as opposed to
the projects and cost details supplied by DAA and considered by RR&V.
Furthermore, it should be stressed that IATA design standards cannot be used as a basis
for determining the appropriate scale of facilities required at a particular airport without
reference to the operational practices adopted by the airlines and the actual passenger
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processing requirements. IATA Level of service C represents conditions of ‘stable
flow’ and ‘limited congestion’ against a set of airline operational practices and facility
requirements defined by the needs of full service scheduled airlines operating a mix of
long haul and short haul flights.
If low fares airlines make efficient use of terminal facilities by, for example, handling
more passengers per check-in desk by using manual methods, then the areas required to
achieve the Level of Service C output conditions of ‘stable flow’ may be closer to those
set out by IATA as equivalent to Level of Service D or E. In other words, IATA
standards may be entirely irrelevant to Terminal 2, or Terminal 1, at Dublin given the
overall mix of traffic. Using these design parameters will result in an oversized and
over specified facility and is not appropriate to meeting the actual needs of its users.
Ryanair believes that these same principles, as set out in the Jacobs report in relation to
terminals at airports such as Marseilles or Frankfurt Hahn, should equally apply at
Dublin. This would reduce dramatically the additional area required within Terminal 2,
over and above any reduction due to more appropriate design hour parameters.
Even if the design hour capacities were right and the terminal size was right, the costs
per m2 proposed by RR&V appear extraordinarily high. For example, the cost per m2
for Terminal 2 is cited as 4,767 per m2. Equivalent costs proposed by BAA for a
second terminal at Stansted are approximately 3,500 per m2 according to BAA’s
Stansted G2 consultation of December 2005. Users at Stansted consider the costs of G2
to be excessive to meet the needs of its airline users, with a similar composition traffic
projected to that projected for Dublin Airport. At the very least, the cost of Terminal 2
as proposed by DAA is 36% too high. If low cost principles were applied, as they
should be, costs would be substantially lower. Ryanair considers, based upon its own
terminal proposal for Dublin, that sufficient capacity could be provided (i.e., 10 mppa)
for approximately 150 million.
There are similar discrepancies in the benchmarked cost of the proposed Pier E. Currie
and Brown undertook cost benchmarking work for IATA in connection with the UK
CAA’s Constructive Engagement process. The benchmark cost which they derived for
a pier for low fares airlines, based on a pier at Edinburgh Airport, was around 2,500
per m2. This is some 42% less than DAA’s cost for Pier D and 35% less than DAA’s
cost for Pier E. It is 46% less than RR&V’s suggested benchmark costs for the
construction of piers.
Ryanair considers that substantial further work is required to determine the
appropriately efficient costs for development of new capacity at Dublin Airport. Until
this is done, it would be inappropriate to give any indication of the extent to which
additional costs might be allowed in future Determinations. To do otherwise, would
provide a basis for regulatory gaming by DAA to ensure that the CAR was placed in a
position where it has no choice but to allow these excessive costs.
To summarise, the costs for Terminal 2 allowed for by the CAR in Draft Determination
are too high because:
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•

the size is excessive because of the fictitious peak profile of traffic being used to
design the facility;

•

the size is excessive because of over specification of the facilities required for
the majority of traffic likely to use the terminal for short haul scheduled flights,
for example the provision of deep check-in queuing when most passengers use
kiosks or web check-in;

•

the specification and cost basis upon which the terminal is being designed.

•

The absence of benchmarking with comparable low cost facilities.

Excessive Cost of Other Developments
Many of the concerns expressed about the costs of Terminal 2 apply equally well to the
costs of other developments. So far, the CAR has not tackled the need to ensure
efficient cost effective investment in facilities such as Pier D. The CAR has also failed
to exclude the cost of Pier C which will be redundant under the DAA’s planned
Terminal 2. These issues now need to be tackled as a matter of urgency. Ryanair
would expect that not only would DAA’s excess costs not be allowed at the time of the
next Determination but that there would be a claw back of excess costs already allowed
from the RAB, consistent with those costs which were incurred by DAA beyond the
expressed requirements of users through consultation. In other words, Ryanair would
expect a P0 drop to remove from the RAB those capital costs which DAA has
unnecessarily and inefficiently occurred which does not meet the needs of users.
There are particular concerns about the T1X development. At present it is being
proposed by DAA primarily to reinstate lost retail and catering revenues as a result of
the closure of Pier C to enable the construction of Terminal 2. Users have already paid
for these retail and catering facilities, which are included in the existing RAB, so users
should not have to pay again to replace these facilities simply to reinstate lost income
within the single till. Moreover, this facility provides little or no additional passenger
processing capacity.
Ryanair strongly opposes any further extension/refurbishment of T1, which according
to DAA will cost 400 million, in the context of DAA’s stated plans to reduce the
capacity of T1 to just 15mppa or by 40% of its existing capacity. Moreover, it is
wholly unacceptable for a development to be proposed at a cost 5,499 per m2, higher
even than the cost basis for Terminal 2. This is simply not appropriate given the
predominantly short haul, low fares operations within Terminal 1.
Ryanair has not had time to verify the costs of all other elements of the CIP but the
examples above would suggest that substantial further work is necessary to verify the
appropriate cost benchmarks before any signals are given to the regulated monopoly
about what costs may be allowed into the RAB.
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The Existing Charges Determination 2006-2009
Ryanair is aware that there are significant elements of the costs allowed for in the
existing 2005 determination which are excessive and are, therefore, presently
contributing to inflated airport charges. In particular, the costs of Pier D are excessive
to meet the needs of Ryanair, which will be the principal airline user of the pier.
Ryanair believes strongly that not only should the additional costs of Pier D, which the
DAA has sought to have included within RAB, be excluded but that the allowable costs
should be reduced to reflect reasonably benchmarked costs of piers developed to meet
the needs of low fares airlines.
It is also inappropriate to allow for the full financing costs of Terminal 2 until such time
as the appropriate costs for this facility have been determined. On no account should
even the financing costs related to that part of the terminal related to handling demand
in excess of 35 mppa or to meet the specific inefficiencies or level of service
requirements of Terminal 2 users be included within the RAB. In other words, the
three box approach must also apply to financial costs as well as depreciation and within
the current Determination period.
As made clear in this submission, there are strong grounds for arguing that the
Determination for the period is excessive, not least in the FFO:Debt ratios for the
period 2006-2009, which are substantially higher than those upon which the CAR based
its earlier Determination. Ryanair believes that this, combined with recovery of
excessive costs, will require a downwards adjustment to the cap at the start of the next
quinquennium before considering future investment needs. Such P0 drops are not
without precedent in the world of airport regulation having been applied by the UK
CAA in some earlier airport reviews.
Of even greater concern are the signals which the CAR is giving in its Draft
Determination in terms of how it might proceed in the next Determination. This will
leave the CAR open to regulatory gaming by DAA.
Moreover, substantial additional traffic is being delivered by the airlines, over and
above that originally forecast by DAA. The majority of this traffic is being generated
by Ryanair, through a temporary facility and with no discount for using this very low
standard building. Airlines are therefore pay a significantly higher charge than they
should be and charges should therefore be reduced during the current regulatory period.
Further Considerations before setting the Charges for the period 2010-2014
It could be argued that many of the issues raised in this submission could be left until
the 2010-2014 review to resolve. There are two main reasons why this is not so:
•

if costs are being inefficiently and unjustifiably incurred by DAA in
constructing Terminal 2 prior to 2009, the financing costs of this inefficient and
unjustified expenditure will already have been paid for by users;
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•

if DAA proceeds with the inefficient investment, as it has with Pier C, Pier D
and the new terminal in Cork, and is not given clear signals in the current
Determination that it does so entirely at its own risk, it will be almost
impossible for the CAR not to allow the expenditure at the next Determination
given that one of its objectives is to secure the financial viability of the DAA.

To the extent that the CAR signals any acceptance of a level of cost, there is a real
danger that the full and proper consideration of the issues will have been pre-empted.
Failure to address these issues head on in the current Decision will simply encourage
DAA to engage in regulatory gaming by building an oversized and unnecessary facility
to ensure that the CAR has no choice but to allow the expenditure in the 2010
Determination
Ryanair agrees strongly with the statement in the Foreword to CP5/2007 that “the
Commission would expect subsequent investments to give rise to lower or constant
charges, in real terms”, unless specific users state clearly that they are willing to pay
directly for additional facilities than included within the base price. This applies not
simply to those users which may want facilities at a higher level of service than is
acceptable for the majority of passenger traffic using the Airport, such as facilities for
first and business class passengers, but where an airline’s pattern of operation gives rise
to inefficient use of facilities and demand for excess capacity. These considerations
apply equally to Terminal 2 phase 1 as to any subsequent developments.
In principle, Ryanair supports the unitisation of depreciation to ensure that costs are
spread across all users over the longer term on an equal basis as demand at Dublin
Airport grows. Ryanair is, however, profoundly concerned at the suggestion, at page
127 of the Draft Determination, that the Commission may adjust depreciation rates in
future to ensure DAA’s financially viability. This appears to indemnify DAA against
any risk of imprudent or inefficient investment and to transfer the risk of such
investment entirely to the airline users, who do not have such a cushion. Such
injudicious promises have the effect of encouraging DAA to indulge in regulatory
gaming. This applies equally to the suggestion (page 19 of the Draft Determination)
that it should retain the benefit of any savings in the cost of capital projects unless the
CAR is absolutely satisfied that the costs are reasonable, having regard to the type of
traffic expected to use Dublin Airport.
Ryanair notes that the CAR’s financial model includes substantial costs for non-T2
projects, the details of which are not in the CIP and upon which users have not been
consulted at all. These costs are also a major contributory factor to the proposed
increased charges in the next Determination period. It is wholly inappropriate for the
CAR to be signalling a price increase which has these costs implicit within it at this
stage. Again, to do so would give the wrong investment signals to DAA and encourage
further inefficiency and regulatory gaming by effectively endorsing the proposed
investment, the substance of which users have not even been told about, with the
exception of the new runway.
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York Aviation has used the CAR’s model to demonstrate the impact of correcting these
factors, i.e.:
•

Terminal 1 capacity at 25 mppa

•

Ceiling on the eastern campus of 35 mppa

•

Terminal 2 costs limited to 150 million for 10 mppa

•

Other costs limited to 70 million per annum, plus the cost of the new runway.

The progressive impact of these adjustments is shown in the attached slides and
indicates that there should be a substantial reduction in airport charges if the CAR
properly regulates DAA and only allows it to recover for expenditure on facilities that
actually meet the requirements of users. Ryanair considers that this analysis represents
the basis upon which the Determination for 2010-2014 should be approached. To
signal otherwise now would be a regulatory failure on a monumental scale as it would
entirely prejudge proper consideration of the issues at the next review.
The analysis supplied by the CAR suggests that not only will DAA be substantially
better off than expected at the time of the last Determination during the remainder of
the period to 2009 (Figure 10) but the assumed FFO:Debt ratio in the draft
Determination for 2010 to 2014 is higher (17.6%) than assumed by the CAR to be
necessary (16.5%) in its 2005 Determination (Figure 11). No justification is given for
this and Ryanair will expect this to be adjusted downwards to no greater than the level
at the time of the last Determination.
In summary, Ryanair considers the CAR has a duty to ensure that:
•

mechanisms are put in place to enforce effective consultation with users at
Dublin Airport, including attendance by the CAR at consultation meetings;

•

cost benchmarks appropriate to the mix of traffic at Dublin are used, with clear
signals given to DAA that any costs in excess of these benchmarks are at is own
risk;

•

it does not give signals and guarantees to DAA which effectively encourage or
legitimise inefficiency and regulatory gaming in terms of expenditure leading to
inclusion of investment in the future RAB.

Proposed Actions
Based on the above, we expect the CAR’s Final Decision on the review of the 2005
Determination to:
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1. Permit DAA only to recover the financing costs on 10 mppa worth of capacity in
T2, given the current planning restrictions on the Eastern Campus, taking into
account the 25 mppa threshold of capacity provided by Terminal 1;
2. Permit DAA only to recover reasonable costs for T2, i.e., no more than 150
million necessary to build a 10 mppa terminal facility;
3. Require Aer Lingus and any other T2 users to pay for the cost of T2. Ryanair’s
passengers should not be forced to cross subsidise a terminal they will never
use;
4. Claw back the cost of the 150m., 7-year old Pier C, which will now become
redundant under DAA’s plans for T2.
5. Claw back the excessive financing costs allowed in the current regulatory
determination;
6. Claw back the grossly excessive costs of Pier D and other projects when
benchmarked against other low cost developments elsewhere in Europe;
7. Disallow any future projects that do not meet the reasonable requirements of
users, following proper consultation, and that do not have the agreement of the
majority of airport users.
8. Provide for strict requirements regarding information disclosure, including the
independently verified costs of each project, by the regulated monopoly and
actual consultation with users regarding all of the options;
9. Attendance by the CAR at all future consultation meetings to ensure that the
regulated monopoly is properly consulting with users.

13

York Aviation

T1 capacity adjusted to 25 mppa, capacity capped at 35 mppa in line
with FCC planning condition
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Box 2 = 219.6m

York Aviation
T1 capacity adjusted to 25 mppa, capacity capped at 35 mppa in line
with FCC planning condition, T2 initial expenditure limited to 150m
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Box 2 = 50.1m

York Aviation

T1 capacity adjusted to 25 mppa, capacity capped at 35 mppa in line
with FCC planning condition, T2 initial expenditure limited to 150m,
other expenditure limited to 70m per year plus 200m for the new
runway
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Box 2 = 50.1m

