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ACI advances the collective interests and acts as the
voice of the world’s airports and the communities they

serve and promotes professional excellence in airport
l U management and operations.
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ASIA-PACIFIC & MIDDLE EAST + 624 Airports
AIRPORTS COUNCIL
INTERNATIONAL mmrﬁwm 133 Members

@ 47 Countries and Territories
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£ ‘Without data, you're
Just another person
with an opinion.

Dr. W. Edwards Deming

Economist & Statistician
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ACIl World is the Source of Credible Data

A comprehensive view of the airport industry’s economic performance

M'sz-:, _

2024 ACI World
Airport Economics Report

The ACI WORLD key
performance indicators (KPls)

1,069 airports for the 2022 financial
year.

Together, these airports handled QVer 1
billion passengers, or about 82.7%

of worldwide passenger traffic
in 2019,

INTERMATIONAL

Number of Passenger®

participating traffic covered

airports 2019
Africa 76 63.8%
Asia-Pacific a7 BE.5%
Europe 242 73.6%
Latin America-Carribean 174 735%
Middle East 17 52.4%
Morth America 223 99.5%
World 1069 B2.7%
<1m 234 25.6%
1-5m 186 40.5%
5-15m 92 54.5%
15-26 m a7 64.2%
2540 m 28 68.3%
= d40m 40 T2.6%

* Passenger traffic refers to arriving, departing, and transit passengers.

ACI Asia-Pacific and Middle East
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AGENDA

Airport Economics &
Industry Recovery

Inflation Adjustment of
Airport Charges

Passenger Traffic
Recovery & Forecasts

Capacity Crunch &
Creating Fertile Grounds
for Investments
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Debunking the Myths
on Airport Charges

Issues for Aviation
Ecosystem Stakeholders
to Address Together

ACI Asia-Pacific and Middle East 6



AIRPORTS COUNCIL
INTERNATIONAL

1. Airport Economics & Industry
Recovery
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Financing Airport Development AN
The simplified airport infrastructure development cycle ERNATIONAL

, ; Funding — Airport Revenues
e
A ) [ — \’ WoRelonld)
m Non-operating
revenue, 6%

OPEX & CAPEX
Cost of capital Depreciation
Non-
aeronautical

revenue; 40%

Aeronautical
revenue, 54%

Reserves

Source: ACI World KPI Economics Report
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Aeronautical Side of the Business
The reality: Airport competition has intensified INTERNATIONAL

Competition between airports for airline Competition between airports Competition for passengers in Modal competition
services on new and existing routes for connecting passengers local catchment
Air cargo competition and
Short-and medium-haul for pax

Competition

for connecting
passengers

Competition
for local
catchment

Competition for

airline services

Source: ACI Europe
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Airport Charges Defined

What is and what should be?

What is — An exclusive focus on cost recovery (Supply side only) /

» The International Civil Aviation Organization (ICAQO) defines an airport charge as “a /evy
that is designed and applied specifically to recover the costs of providing facilities and’
civil aviation services,” including the operating expenses and costs related to capital /
investments to build and maintain airport infrastructure.

e

Pri

<3
<,
&,

What should be — prices that consider the interaction of Demand and Supply

> Airport charges should reflect not only market supply (cost) but also demand elements,
especially price signals for efficient use of airport resources (capacity).

Price

> Charges should provide incentives for: N
v/ prioritizing uses of existing capacity, e I/“E aaoriam
v’ for signaling when the market needs and is able to pay for additional capacity, ;
v’ to mitigate external impacts such as noise and environmental considerations, and
v’ for increasing connectivity and socio-economic gains via incentives.

Q* Quantity

Source: ICAO’s Policies on Charges for Airports and Air Navigation Services (Doc 9082) . . .
ACI Asia-Pacific and Middle East 10



Review of ICAO’S DOC 9082 (New 10t Edition)

Peak off-peak pricing & incentives for the efficient use of infrastructure ARPORTS OV

INTERNATIONAL

SECTION 1. ICAQ’S POLICIES ON 1. As a general principle it is desirable, where an airport is provided for international use, that the users shall
A|RPOR'|' CH ARGES ultimately bear their full and fair share of the cost of providing the airport. It is therefore impaortant that airports maintain
. . accounts that provida information adequate for the needs of both airports and users, and that the facilities and services

The cost basis for airport charges related to airport charges be identified as precisely as possible. In determining and allocating the total cost to be met by
[ A_13] charges on international air services, the list in Appendix 1 may serve as a general guide to the facilities and services to
be taken into account. Individual airport circumstancas as well as considerations in the modification of charges for the

efficient use of infrastructure may also be taken into account. Airports should maintain accounts that provide a satisfactory \

basis for determining and allocating the costs to be recovered, should publish their financial statements on a regular basis,
and should provide appropriate financial information to users in consultations®. Moreover, it is recommended that States °
consider the application by airports, where appropriate, of internationally accepted accounting standards. e

SECTION II. ICAO’'S POLICIES ON v) Consistent with the form of economic oversight adopted, States should assess, on a case-by-case basis
AIRPORT CHARGES and according to local or national circumstances, the positive and negative effects of modifyina airport

. . charges to address specific situations. For example. an airport may want to modify its current charging
AII‘pOI’t charglng SyStemS approach to improve the economic efficiency associated with service provision through the use of pricing
[A-14] based on peak periods or congestion. In other cases. an airport may want lo encourage the use of

rator. R dl f intent, Stat houl re that th tign of riterig for,
modifications 10 alrgort charges are consi stent Wlth ICAO's four key charg ng nrlnclnles ex;}ressed in

Doc 9082 i

e%ta—fver—d#femnﬂal—ohaﬁge&aﬁe—kaﬂep"' A WHhowprojndicate-rradukaton-ahare h tha
T i FreT ik = A= g

R - ; bim] rabe chauld mat b 1 bl b s e e b S
O G e ami = St et ot

Source: ICAO’s Policies on Charges for Airports and Air Navigation Services (Doc 9082) . . .
ACI Asia-Pacific and Middle East n




COVID-19 and Regulated Airport Charges | ilUI

HSLE-PAL IFIC & MINT F FAST

The classical building blocks — From business as usual... to unusual “iio

— Cost basis for charges ﬂ
7 N
+ = ' Unit airport charge

Fixed

A=0

Rising Cost of capital

+

OPEX

A = positive

Sem- A = negative

!
Airport ‘
charge In theory - The regulatory conundrum:
— . palit. If airports are not able to recover
Spike in revenue yield cap - | hi |
e e e —— _ gsses,t is represents a regulatory
In practice risk

ACI Asia-Pacific and Middle East 12



Global Airport Revenues

|

1

HSLE-PAL IFIC & MINT F FAST

Impact of the pandemic across revenue channels

2014-2019 ))) 2020 )))

Steady growth

Source: ACl World KPIl Economics Report

Detrimental decline

Aero revenues
Passenger charges -65% 1§}
Landing charges -42 .

|F

|F

Non-aero revenues

> Retail concessions -63% [

(most affected revenue source)

> -12¢
Property & real estate /OHHHE

(smaller decline)

2021-2022

Deep crisis

Combined losses of
148 billion USD

2021 2022

AIRPORTS COUNCIL
INTERNATIONAL

))) 2023-?

Slow recovery?

ACI Asia-Pacific and Middle East 13



“Recovered” Markets in 2023

AIRPORTS
INTERHATIONAL

Selected countries by region — % of 2019

EUR ASP AFR

LAC

NAM MEA

ARABNEWS

Business

Middle East leads recovery rates
for international tourist arrivals

Source: ACI World

0% 20% 40% 60% 80% 100% 120% 140%
Egypt ) 123%
Morocco 7 108%
Nigeria 101%
Tunisia 95"}r AVIATION
South Africa 83% 1 Middle Eagtern airlines witness 33.3% traffic growth in
India 105% 2023: IATA
China 93% 1 Total traffic in 2023 experienced a notable surge of 36.9% compared to 2022
Japan 86% | wemeiis’ (DY) (o
Republic of Korea 85% I
Thailand 74% I
Spain X 103%
Italy 102%
France 92% |
United Kingdom 92% |
Germany 79% |
Mexico 7 116%
Colombia 116%
Argentina 102%
Brazil 95%
Chile 94%l
Qatar I 118%
Saudi Arabia 1 111%
United Arab Emirates | 102% Boeing Says Middle East Aviation Is
United States iOO% Recovering Quicker Than Expected
Canada 93%

ACI Asia-Pacific and Middle East 14



Correlation Between Traffic and Economic Recovery?

' ' ' AIRPORTS COUNCIL
Recovery in Passenger Traffic does not equate to Recovery in Revenues o ot
Middle East
2022 vs 2019 [real terms]
Passenger traffic Total revenue Aeronautical revenue Non-aeronautical revenue

S o

-39%

-42%

-47%

Source: ACI World
ACI Asia-Pacific and Middle East 15



Impact of COVID-19

The top four most pressing issues regarding economic regulation and
airport charges

~ Inability to adjust prices rapidly and in a flexible manner; ‘){

AIRPORTS COUNCIL

INTERNATIONAL

> Hindering needed future investments due to inadequate revenues; ﬁt

* Challenges in attracting new financing (debt and equity); g

s
~ Accrued debts hindering infrastructure development. &

ACI Asia-Pacific and Middle East 16



AIRPORTS COUNCIL
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2. Passenger Traffic Recovery &
Forecasts

ACI Asia-Pacific and Middle East 17



Global Passenger Traffic Recovery | AUI

HSLE-PAL IFIC & MINT F FAST

AIRPORTS COUNCIL
800 INTERNATIONAL

World

700
2019

2023 9023 vs:

D P e

Millions (total pax)
o1
=

= Ssaoo--- 2022
\ "’
\ —_—’ . 0
400 \)’/ ,,_____-_~—'_—~-~~_—__ 2021 2022. +27 /0
___I’ /’
00 \ o=’
I 2019; -6.8%
20 <70\ L= == ~=~--=-= 2020
\\ /”
100 \ ’a’
\ -

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Source: ACI World
ACI Asia-Pacific and Middle East 18



Passenger Traffic Recovery By Regions ill]l

HSLE-PAL IFIC & MINT F FAST

AIRPORTS COUNCIL

INTERNATIONAL
2023 vs 2023 vs 2023 vs
North Europe Asia-
America Pacific
2023 vs 2023 vs 2023 vs
Middle Latin Africa
East America
Caribbean

Source: ACI World

ACI Asia-Pacific and Middle East 19



International Passengers in Key Markets

CIFI & MIIOLE 35T

United Arab Emirates
Japan

Republic of Korea
India

Thailand

Saudi Arabia
Singapore

Qatar

China

Chinese Taipei
Hong Kong SAR
Malaysia
Australia

Viet Nam
Indonesia
Philippines

Israel

Pakistan

Kuwait

Oman

Source: ACl World

o
x

AIRPORTS COUNCIL

International passenger traffic by country (2023) and recovery ratio (2023/2019) INTERHATIONAL
20,000,000 40,000,000 60,000,000 80,000,000 100,000,000 120,000,000 140,000,000
102% I
70% m——
75% 1

e 96% 1
I 69%
I 124% N

T 86% 1

o 118% 0
e 350, |

- 69% m

| —— s 55% N
| o 73% W
| o 85%
| esessss—| T 78% N
| ess— T 81% B
| eees— T 76% B
| e - 37% N
| e— e 124% A
] - 39% N
| — T 79% B
20% 40% 60% 80% 100% 120% 140%

IRecovery ratio 2023 ~ m International passengers 2023 ACI Asia-Pacific and Middle East 20



Recovery in Middle East vs Asia-Pacific gl

ESIG-PACIF T & MIIDLE 25T

Recovery of passenger traffic in 2023 hﬂﬁ'}?ﬁﬁi%ﬂf"
Domestic International Total passengers
passengers 2023/2019 passengers 2023/2019 2023/2019 c
Asia-Pacific 97% 70% 90% Fact:
Middle East 90:/0 103;% 10[1% > As of 2023, UAE
APAC + MID 97% 18% 91% is the largest

international

Recovery of passenger traffic in 2024 (projected) passenger
market across

the entire Asia-

Domestic International Total passengers Pacific (APAC)
passengers 2024/2019 passengers 2024/2019 2024/2019 and Middle East
Asia-Pacific 108% 129% 116% (MID) regions.
Middle East 101% 109% 110%
APAC + MID 108% 124% 115%

Source: ACl World ACI Asia-Pacific and Middle East 21
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ACI Asia-Pacific and Middle East

x2 of the 2024 level

recover to 2019 leve

COVID-19 Pandemic

Long-term Passenger Traffic Growth

Source: ACl World




ESIG-PACIF T & MIIDLE 25T

Long-term Passenger Traffic Forecast by Regions | iy |

AIRPORTS COUNCIL
(indexed, 2019 = 100) INTERNATIONAL
400 1 Large Emerging Aviation Markets in Asia-Pacific and CAGR:
Middle East: High Growth & Large Scale ’
30 1 Asia-Pacific  5.8%
®_ Middle East
300 - _ _ . Africa 4.6%
| World
s .| N s 42 W == Lact)irn America  3.6%
< 201 el N N 0 == -Caribbean
g ————— Europe 3.6%
g 200 A %ﬁ\;ﬁ V =~ North America  2.7%
S 150 - e )
= The_MlddIe East
o //’ Region holds the 2
7 rank in the world by
o | / CAGR of passenger
traffic by 2052
0 T T T T T T 1
SESSE88888888g82880882z3¢88¢22:22:¢8

Source: ACI World ACI Asia-Pacific and Middle East 23
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3. Debunking the Myths on
Airport Charges

ACI Asia-Pacific and Middle East 24
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Taxes vs Charges | 1lU|

ESIG-PACIF T & MIIDLE 25T

AIRPORTS COUNCIL
INTERNATIONAL
ZaNe
There is a common y
confusion between the
terms “airport _ _ _
cﬁarges ” and “taxes” = An AIRPORT CHARGE is a levy designed and applied
when app//'ed to levies specifically to recover the costs of providing facilities and
on air tickets—a services for civil aviation
confusion aggravated - An AVIATION TAX is a levy designed to raise national or
bymtentla,na/ local government revenues, which are generally not
confounding of the two . o
applied to civil aviation in their entirety or on a cost-
terms by some.

specific basis.

Source: ICAQ’s Policies On Taxation (Doc 8632); ICAQ’s Policies on Charges for Airports and Air Navigation Services (Doc 9082) ACI Asia-Pacific and Middle East 26




ICAO's Policies On Taxation (Doc 8632) Al

AIRPORTS COUNCIL
INTERNATIONAL

3. With respect to taxes on the sale and use of international air transport: each Contracting State
shall reduce to the fullest practicable extent and make plans to eliminate as soon as its economic
conditions permit all forms of taxation on the sale or use of international transport by air, including taxes
on gross receipts of operators and taxes levied directly on passengers or shippers;

1CAO'S POLICIES
ON TAXATION
IN THE FIELD OF

INTERNATIONAL AIR TRANSPORT 16. Sales taxes, consumption taxes or Value Added Taxes (VAT) on tickets purchased for
international air transport, where levied, increase the cost of air travel. Since VAT or other consumption
taxes are often widely cast by fiscal authorities, with only limited exemptions permitted, the normal
practice with respect to the sale or use of international air transport is to zero rate (i.e. where the tax rate is
set at zero) rather than specifically exempt international air transport from these consumption taxes. Such
sales or consumption taxes should be distinguished from airport or passenger service charges which meet
the ICAO definition of a charge and have as their purpose cost recovery for civil aviation services or
facilities.

Doc 8632

fhirdbiden = 2000 18. In its Statements to Contracting States on Charges for Airports and Air Navigation
Services (Doc 9082), the Council has made two important recommendations in relation to charges. The
first is that States should impose charges only for services and functions which are required for
international civil aviation; and the second 1s that States refrain from imposing charges which
discriminate against international civil aviation in relation to other modes of international transportation.
Where charges are imposed for services and functions which are not required for international civil
aviation, these charges are in effect taxes and come within the purview of this Resolution.

Source: ICAO’s Policies On Taxation (Doc 8632) ACI Asia-Pacific and Middle East 21




Distinguishing Charges and Taxes

Policy Brief

sation ol inwr;

Who assesses the levy?

Airport

Coverage of

Coverage of

Government
Trust fund or internal
accounting entry that

Use of proceeds infrastructure or infrastructure or might only be partially Non-aviation
operating costs operating costs used for aviation or
tourism purposes
Levied by Airport Government Government Government
Recipient of proceeds Airport Airport Government EroEnei Eemer]
Fund or Treasury
Classification of levy Charge Charge Tax Tax

Recommendations

Charge should be non-
discriminatory

Charge should be non-
discriminatory

Collection of taxes that
might or might not be
used for stated purpose
are sub-optimal (e.g.,
security tax thatis not
directly linked to
expenditures on security

- Discouraged for
international aviation
due to reduced
competitiveness of
national markets
- Should not target only
the aviation sector and
discriminate
- Existing taxes should

services or
infrastructure) be phased out or cost-
benefit undertaken to
justify
Consistency with ICAQ
policies on taxation (Doc . o . Misalignment with ICAO
8632) and charges (Doc Uil ISR S0 policies and guidance
9082)

Source: ICAO’s Policies On Taxation (Doc 8632)

Inkes¥ISTAS

Are some MID States
in violation of ICAQ’s

Policies on Taxation
(doc 8632)?

ICAQ policies on
taxation of
international aviation
should be followed by
States

ACI Asia-Pacific and Middle East 28
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Myth #2: Airport charges have a big
impact on consumers (airlines and
passengers)

ACI Asia-Pacific and Middle East 29
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Airport Charges as a % of Airline Costs [

IATA User charges® as % of total airline costs Airline Cost Items Breakdown s aircrat fuel and oil
Middle East, 2022

= General and administrative

7 0, a 4% ............................. o Use rges,
4% 6 49 6 00T, = Depreciation and amortization
9% 5 25 0
= Flight crew salaries and
expenses
I = Flight equipment maintenance

and overhaul
2015 2016 2017 2018 2019 2020 2021

= Station expenses

*As defined in IATA WATS, the data presented are drawn from a sample of airlines with financial years ending in 2021 (n=120),
2020 (n=126), 2019 (n=109), 2018 (n=132), 2017 (n=125), 2016 (n=120) and 2015 (n=110). The sample sizes generally reflect
traditional/legacy airlines only.

User charges consists of both of Air traffic control (ATC) charges and airport charges

= Other expenses (flight
operations)

= Ticketing, sales and promotion

ICAQ User charges as % of total costs
International scheduled services

= Passenger services
6%

4% e :&—4
= User charges
0%

Poo¥ PPl PP P DI PP
Q@Q L R g R g R L )
FEEEEEESSSSS s

Other operating expenses

Source: IATA World Air Traffic Statistics, 2022 Flight equipment rentals

Source: ICAD ACI Asia-Pacific and Middle East 30




Airport Charges as a % of Airfares gl
AIRPORTS COUNCIL
Airport charges represent

INTERNATIONAL
AIRPORT

J— 0 .
© CHARGE a small % of airfares
o) BASE ANCILLARY $127
= AIRFARE CHARGE S0
—
Source: Inter VISTAS Analysis of Sabre MIDT Airfare Data, Ancillary Revenue Data from
IdeaWorks. and AC| Economics Data
Evolution of Passenger Related Charges Revenue Evolution of Landing Charges Revenue
Middle East Middle East
2014-2019 2014-2019
18.00 5.00
3 17.00 5 450
. 55 4.00
Airport 25 1600 3z
S5 3.50
+— Charge S 51500 3
(7] <ga L 1208 &3 a0 272 S
© $18 Eatum e mse W 8 250 T ot e
® " Saw® <
Ll Base Airfare + Ancillary T 0B 5%
< 8 1300 22 200
Charge 52 c3
@ 4 23 1200 gg oo
—_— $206 g 2% 100
B
o] s 11.00 3 s
=] 10.00 0.00
. — 2014 2015 2016 2017 2018 2019 2014 2015 2016 2017 2018 2019
E Source: ACI Economics Dataset. Source: ACI Economics Dataset.
Note: Revenues have been adjusted to USD and inflation adjusted based on IMF figures. Note: Revenues have been adjusted to USD and inflation adjusted based on IMF figures.

Source: InterVISTAS Analysis of Sabre MIDT Airfare Data, Ancillary Revenue Data from ldeaWorks, and ACl World Economics Data. . . .
ACI Asia-Pacific and Middle East 31




AIRPORTS COUNCIL
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Myth #3: Airport charges in the MID
Region are high and increasing over
time

ACI Asia-Pacific and Middle East 32



MID airports charges in the global context _. ilUl
AIRPORTS COUNCIL

DXB #43 of out 50 on the list of airport charges index. By and INTERNATIONAL

large, Middle East airports remain affordable to users.
Airport Charges Index 2023 - Total SDRs for Airbus A380

Jacobs
”””””””””””””” Airport SDR Index
% Auckland 24,325 _
£ London-LHR 22,338
{ Sydney 19,821 815
2 02 3 BB | Frankfurt 19,701 81.0
CHARGES 2 New York-JFK 19,638 80.7
Los Angeles 15,717 64.6
5 Singapore 12,712 52.3
i Paris-CDG 11,974 49.2
Hong Kong 11,631 47.8
Tokyo Narita 10,708 44.0
Beijing 10,082 4.4
Bangkok 9,350 38.4
e . Seoul Incheon 7,909 325
———— Dubai 7,657 315
Kuala Lumpur 5,044 07

Source: ACl World KPIl Economics Report ACI Asia-Pacific and Middle East 33
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Myth #4: Airport charges cover all
alrport costs and are sufficient for
sustainable development of airports

ACI Asia-Pacific and Middle East 34



Airport Revenue and Cost per Passenger - MID | ilUl

ESIG-PACIF T & MIIDLE 25T

. . . AIRPORTS COUNCIL
Revenue generated from airport charges is not enough to cover airport costs —interuATionAL

W Aeronautical revenue Non-aeronautical revenue W Operating expenses W Capital costs
2019 _________________________Z 2022
[in the black] Back to the black]
Revenues
Revenues

Costs

Costs

Aero
insufficient to
cover costs

Source: ACI World KPI Economics Report ACI Asia-Pacific and Middle East 35




Airport Size in the MID Region alll

i ESIG-PACIF T & MIIDLE 25T

Even when the industry was in the black, at least 70% of the MID Airports had a “\ittimons.

negative balance between Total Revenues and Total Costs

Distribution of Airports in the Middle East by Size Global Revenues vs Costs per PAX
Category (2019) 2019 [in the black]

$20.82

5-15m 15-25m 25-40m >40m

m<im =1-bm m5-15m  15-25m = 25-40m = >40m ) ) )
W Total airport revenue H Total cost (operating + capital costs)

Source: ACl World KPIl Economics Report ACI Asia-Pacific and Middle East 36




AIRPORTS COUNCIL
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Myth #5: Heavy-handed regulation
and Single Till reqime are required to
cap charges and protect consumers

ACI Asia-Pacific and Middle East 37



Economic Oversight Models & Till Regimes | ilUl

AIRPORTS COUNCIL
Heavy-handed regulation of airport charges, Price Cap and Single Till MreriArionaL

are not necessarily associated with lower airport charges
Airport charges (aero revenue) per pax

$15.14

$10.91 $10.65

$11.18

Heavy-handed regulation and  Light-handed or no regulation Single till Dual/Hybrid Till
price/revenue cap

. . i Source: ACl World . . .
Source: InterVISTAS Analysis of ACl World Economics Data AC| Asia-Pacific and Middle East 38




Truth about Airport Charges: (===

INTERNATIONAL

1. Charges are not equated to taxes. Some States’ Taxation Policies are
in violation of ICAQ’s Policies on Taxation (Doc 8632)

2. Airport charges have a proportionally small impact on airlines (airline
costs) and passengers (airfares)

3. Airport charges in the Middle East remain affordable, despite high
costs associated with running the airports due to peculiar climate

4. Airport charges (aeronautical revenues) are not sufficient to cover
airport costs

5. Heavy-handed regulation of airport charges, Price Cap and Single Till
are not necessarily associated with lower airport charges

ACI Asia-Pacific and Middle East 39
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4. Inflation Adjustment
of Airport Charges

ACI Asia-Pacific and Middle East 40



The Importance of Adjusting Charges for Inflation ilUl

. . AIRPORTS COUNCIL
Inflation = Increase in Costs INTERHATIONAL

Asia-Pacific

- 8.0% 150.0% - Z?Lo:s-tzgzs 2014-2023 2019-2023 2021-2023

S . S

g 6.0% 1000% = = Years) (Last 10 Years) (Lastb Years) (Last 3 Years)

S = 4.0% S e R RRRRRRRRRRRRRRRRRRRRRRRS

5= ‘ 500% B S Asia-Pacific 105% 36% 23% 13%

> 2 20% S e

2= o oo E g Middle East 207% 43% 28% 16%

S SE€888 <

>

m Accumulated since 2003 @ Year-over-

Middle East

<
[+2]
Q
=

15.0% 250.0% 0 2000/
= c .
2 200.0% -2 ver 0 in
< 100% 1500% & = . .
£ _ hES inflation accumulated for
o = 5.0% 100.0% 3 8 .
g3 0% Yy B S the last 20 years in the
L | 50.0% = 8 . White Paper: The Importance of
L = 0.0% 0.0% E c Mlddle East! Adjusting Airport Charges for
3 .0% .0% 5% f
S S O N © o o
© 8853 S <
@ RIS

m Accumulated since 2003 @ Middle East ! Asia-Pacific and Middle East 41




The Building Blocks of
Airport Charges Cost
Base

Operating Expenses

Depreciation Cost of Capital

Asset Replacement

Cost Cost of Debt

Labour Costs

Utilities Depreciation Rate Cost of Equity

Capital Structure

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

AIRPORTS COUNCIL
INTERNATIONAL

Risk-Free  Market Risk Beta Cost of Equity Costof Debt  Weighted
Rate Premium Average Cost

of Capital

(WACC)

@ Without Inflation (%)  m With Inflation (%)

ACI Asia-Pacific and Middle East 42



Consequences of Not Addressing the Issue | ilUl

. . AIRPORTS COUNCIL
Incremental adjustments over abrupt shifts INTERHATIONAL
Erosion of Financial Performance and Revenue Shortfall 0 o] R:\?igl\j\zrof
gT@ i
Charges

Decreased Service Quality and Maintenance Delays

Clear

Contractual

r ) ) ) Provisions in
Deferred Capital Expenditure Projects Concession

Agreements

Regulatory and Stakeholder Disputes Engf’\‘,\?i;:“e”t

Regulators

and
Stakeholders

C— Loss of Competitiveness and Investment
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5. Capacity Crunch & Creating
Fertile Grounds for Investments
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Distribution % of Airport Costs | il
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Airports face high fixed costs INTERNATIONAL

——

Taxes

Fixed
costs

—

a Semi-fixed
and variable

costs

Source: ACI World KPIl Economics Report ACI Asia-Pacific and Middle East 45




Significant Investment in the Middle East | ilUl
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Historically high capital investments in airport infrastructure INTERNATIONAL

“The state of aviation infrastructure in the Middle East is marked by significant investment and
development driven by the region’s rapid growth in air traffic and connectivity.” (ICA0)

P - o .y
| | . . Dubai to invest $35 billion to build world's largest
: Historical airport

|
I I 201 5_201 9 Average CAPEX per passenger UAE’s $5 Billion ‘Mission Impossible’ Airport Set To

Open In November
| |
I : $8.89 Middle East airports
| | $1.37 expected to expand as travel
$6.48 $6.30
| I booms
Airports across the world are bracing themselves to

I I $3.18 ha:dlre a bi; boomein :ir tra:/el Lntlirl]io;;orzy g\c/>ing in for
I I . expansions and redevelopments.
| i
| Middle East I Asia-Pacific North America Europe Africa LAC

Source: ACl World ACI Asia-Pacific and Middle East 46




Supplying Longer Term Demand A0l

i ESIG-PACIF T & MIIDLE 25T

Global airport capital investments to meet long-term HIRRORTS COUNCI
air transport demand
North Africa
Global CAPEX Projections: Share % of CAPEX o s 5
= US $2.4 trillion investments by region |55 A
in airport CAPEX needed to meet long run air 2021-2040 LAC 24
transport demand (2021 to 2040) = GDP of some 0 g
G7 countries 18%
= US $1.7 trillion in S L L
ARPORT CAPEX NEEDS

= US $730 billion i Focus on the B Uss 11.1bn

Middle East 23202 1156 19.9bn v
2006 200 1ss119.8bn

Impact of COVID-19: 9
e yss 150, 7bn

= 33% decline in CAPEX for 2020 as compared
to 2019 (CAPEX deferment measures)

Source: Oxford Economics calculations ACI Asia-Pacific and Middle East 47




Airport CAPEX in the Middle East

Money flows into greenfield and brownfield construction, with a ARG b
significant focus on terminal buildings

Greenfield versus brownfield forecast investment at Middle Eastern airports, 2015-2040

$12 2021-22 2023-25 2026-40
Growth CAGR CAGR
Greenfield: Greenfield: Greenfield:
310 -1.5% 0.5% -15.4%
Brownfield: Brownfield: Brownfield:
39.7% 11.9% 6.1%
w $8
=
=2
» 36
v
=1
$4
$2
$0
w O M~ M 9O — ©o M % W O ~ 0 &0 9 — o O F 10 ©O ~ @O O 9
- = = = = & o & & &6 6 & &6 68 &6 MM ;o ;o 658 6060 60 60 6060 F
oo a8 e O oo e 8 Do 8 D 0 D o e a B & 0 o - oa 5 oo i
S I = T~ B~ T Y R R S I A A - A R R~ A < A <V < R = T < R = B =~ S -
@® Brownfield @ Greenfield

Source: Oxford Economics calculations ACI Asia-Pacific and Middle East 43
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Foregone benefits — Sustainable Development Goals (SDGs) at risk ~ IiErtAmonaL

Impact of Potential Infrastructure Gap in MID

|N 2040 For every 1,000,000 8 400

foregone passengers

due to airport capacity FEWER JUBS and

constraints, the Middle USSEBZ MILLION

i Eastern air transport

industry would support I.ESS IN REGIUNAI. GDP

Airport-related SDGs:

8 DECENT WORK AND
ECONOMIC GROWTH

e & og
& @ %gﬂﬁy
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INDUSTRY. INNOVATION CLIMATE PARTNERSHIPS Qq 99
9 AND INFRASTRUCTURE 1 ACTION 17 & %

o

Source: Oxford Economics’ calculations




Light-handed Regulation as a Way Forward | ilUl
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CAPEX spend per pax higher with light-handed requlation INTERNATIONAL
CAPEX per pax Economic Oversight Models
$6.52
Light handed or

no regulation

14%

$5.13

1B ha.nded Creating Fertile
regulation
o Grounds for
86% :
Investments in
Capacity

Heavy-handed regulation  Light-handed or no
and price/revenue cap regulation

Source: InterVISTAS Analysis of ACl World Economics Data ACI Asia-Pacific and Middle East 50




The Global Trend in Dual and Hybrid Till _. ilUl
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Dual till pricing increases incentives to invest in airport facilities, INTERHATIONAL
thereby encouraging investment and increasing capacity
Annual CAPEX as a % of total revenue Regulatory tills - World
42% Dual/Hybrid Single Till
38% Till 34.9%
65.1%
Creating Fertile
Grounds for
Investments in
Capacity

Single till Dual/Hybrid Till

Source: ACl World ACI Asia-Pacific and Middle East 51
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6. Issues for Aviation Ecosystem
Stakeholders to Address Together

> Proliferation of taxes imposed on international air
transport

> High costs of operating airports
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Policy Levers to Stimulate Demand | 11U|
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Removing pax-based taxes — Unleash the full socio-economic INTERNATIONAL

benefits of aviation

Based on estimated price elasticities — Removal of taxes would increase traffic by 2% for the Middle East Region
)4 ®

(% ] Yr ¥ |~

Impact of tax removal Tax revenues Foregone Foregone Foregone

(USS$ billions) Passengers Employment GDP

(PAX millions) (Jobs - thousands) (USS billions)

Middle East US$ -1 +7 +50 USS$ +2

Source: ACI World, InterVISTAS analysis
ACI Asia-Pacific and Middle East 53




Case Study: Jordan | qll
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High taxes in Jordan — Adverse Impact on Tourism Potential INTERNATIONAL

» In Jordan, there is a special m&ﬂ-ﬂmal-hm'
tax levied on international AMM-IST-AMM

Ydmrmlmmm charges that are "*\i
H remitted to bodies L
passengers that is among o i =
g ——— o i
the highest in the region. - p 1
H Average allin economy airfare IST-AMM ACI classification
> Eve n fo r |EVI es th at are Base aifare (round trip, average of al airiines) Airine charge us§
. Airfing: surcharges (Turkish Arlines) Airline charge Uss§
common |y consi d ere d Arline: voluntary charges (checked bag, seat selection, meal) Airine charge Us$
Turkey Arport Service Charge (departing) Govenment tax us$
H Turkey Intl Flights Security Charqe (departing) Govemment tax us$
alrport'related and have the Jordan Arport Secunty Charge (amving) Gwvemment fax uss P
. Total ticket price US$ 288.06 | :‘,
properties of a charge, the v
Average allin economy airfare AMM4ST AC| classification
gove rnment CO”eCtS a Base airfare (round trip, average o al airines) Airline charge Uss 15130
. Arline: surcharges (Turkish Arlines) Ailine charge Uss 5300
Arline: voluntary charges (checked bag, seaf selection, meal) Arline charge USs 5635
portlon Of those proceedS' AWM Passenger Termnal Use Fee (departng) Airport charge Uss  1413f
AWM CUTE User Fee (departing) Airport charge uss 287
> 0 n a Ve ra e th e Jordan: Arport Securty Charge (departing) Govemment tax uss 247
z Jordan. Embarkation Tax (depating] Govemnment tax Uss 5650
Total ticket price UsS§ 1336.62
Average all-in economy airfare AMM-IST-AMM  ACI classification
Base airfare (round trip, average of all airines) Aurline charge Us$ 30259
(Arine. surcharges (Turkish Airfines) Auline charge Uss 10600
> G overnment taxes Airine voluntary charges (ehecked bag seat selection, meal) Aiinecharge  USS 11270
. _ [AMM: Passenger Terminal Use Fee (departing) Airport charge Uss 1413
AMM: CUTE User Fee (departing) Airport charge us$ 287
con StItUte Jordan: Airport Secunty Charge (departing) Govemment tax US§ 247 |Government taxes
Jordan® Embarkahon Tax (departing) Govemment tax. uss 5650
(S u rC h a rg e S a n d Turkey Aport Service Charge (departng) Govemment tax Uss 2169 1 4%
. Turkey Intl Fights Secunty Charge (departing) Govemment tax Uss 325
Jordan Aiport Security Charge {anwing) Govemment tax US$ 247 | 29% of base fare
ancillary charges excluded) g o e _iu

Source.: ACI World, InterVISTAS analysis
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Balancing High Costs, Passenger Growth, and Infrastructure INTERNATIONAL
Development Operating expenses and capital costs per passenger
op p gexp p perp g

. (USD, 2022)
Region Category 2024 2025 2026 2027
Middle East Domestic 54% 6.5% 65% 6.5%
Middle East International 49% 100% 94% 7.6%
Middle East Total 50% 93% 88%  7.4% |

CAPEX per WLU (USD, 2022)

Middle Asia- North . )
I I I 7 . H East | UOP® pacific  WOMd America AMerica  Africa

N\

Latin
Lati Caribbean
. atin . .
PASI:_- America- ANorgh World  Europe  Africa MElddtle m Capital costs $976 ~ $6.60  $594 | $692  $8.17  $563 = $4.25
aclC  caribbean ~menca as m Operating expenses ~ $20.82  $1443  $1293  $11.86  $9.57 $772  $8.42

$10.99 $1.22 $6.91 $6.85 $3.45 $1.97 $1.78

Source: ACI World KPIl Economics Report ACI Asia-Pacific and Middle East 55
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Let's collaborate for a better and

sustainable aviation future in the
Middle East!

ACI Asia-Pacific and Middle East 56



A Regional

E ACI Asia-Pacific and
Perspective on Middle East
Airport Economics Doha, Qatar 1 [U
in the Middle EaSt THANK YOU' ‘ ASIA-PACIFIC & MIDDLE EAST

AIRPORTS COUNCIL
INTERNATIONAL

ACI Asia-Pacific and Middle East
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