JOINT ICAO/AFCAC REGIONAL SYMPOSIUM FOR AFRICAN STATES ON
AIRPORT AND AIR NAVIGATION INFRASTRUCTURE FINANCING
BACKGROUND INFORMATION

Objective of the Symposium

For the purpose of assisting African States in the research of the best available means to improve the
situation on the continent, the International Civil Aviation Organization (ICAO) and the African Civil
Aviation Commission (AFCAC) are organizing a Regional Symposium for African States on Airport
and Air Navigation Infrastructure Financing in Maputo, Mozambique, from 30 November to
1 December 2010. The symposium will bring together African Civil Aviation Administrations
(CAAGs), airports and air navigation service providers and their users, and international and regional
financial institutions to exchange knowledge and expertise and to discuss possible approaches to
financing of infrastructure development.

Issues to be discussed during the symposium will include, infer alia:

e ICAO’s policies and guidance on airport and air navigation services infrastructure financing.

Level of development of African airports and air navigation — current projects and how they are

being financed.

Assessing current and future needs for airport and air navigation infrastructure in Africa.

Investigating opportunities for investments in airports and air navigation services.

Developing innovative finance mechanisms — what to look out for?

Creating an enabling environment for private sector participation in Africa’s aviation industry.

The role of various organizations in financing African projects (World Bank, regional financial

institutions, etc).

e The role of ICAO in assisting States in financing infrastructure projects (Technical Cooperation
Bureau, SAFE, Danish and Icelandic Joint Financing Agreements).

e Encouraging economic and political stability for increased investments in African aviation
industry.

Introduction

On the basis of information collected from States and other sources by ICAO’s Secretariat, it is
estimated that in recent years airports around the world have been investing on average more than
USD 40 billion annually. Financing requirements of airports and air navigation services are expected
to reach even higher levels in the coming years. There are no sufficient data readily available on
airport and air navigation services investments in Africa to make a proper analysis of the situation in
the continent. However, a rough estimate gives an indication that they represent about 2 to 3 percent of
the world’s total investments in airport and air navigation infrastructure.

Conditions of the African Air Transport

Despite the vital economic and social benefits that air transport provide, and the many comparative
advantages that Africa enjoys in terms of products and destination marketing, Africa lags substantially
behind all other regions in the world in the development of this crucial sector. The present state of
civil aviation in Africa is characterized by a large number of airlines suffering from poor financial
performance, low traffic volumes, high insurance costs and low productivity. In addition, it is difficult
for African carriers to compete effectively in international air transport markets on the basis of
bilateral arrangements and in the absence of a liberalized regime of traffic rights to facilitate the free
movement of people and goods.

Many African airlines face the following difficulties:
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e Size — Despite the fact that many airlines are at international standards levels, they have not
reached the critical size of major international airlines.

e Use of information technologies — New technologies are critical to the good management of the
airlines but are usually very expensive and not all African airlines can afford to use them
extensively.

e The fleet situation in Africa — In Africa, companies operating with obsolete and poorly maintained
fleets still exist. This fact explains the high rate of accidents in Africa, high operational costs and
low yields. Amongst the reasons for the low safety rate is the age of the fleet and the difficulties to
renew their aircraft due to financial shortages.

The need to increase access to markets by air is particularly relevant in the context of the African
continent, where almost one third of African States are landlocked with no access to the oceans or
seas, and where air transport infrastructure can be developed more efficiently than road or rail. For
example, in States such as Kenya, exports by air of agricultural products already constitute one of the
country’s largest industries and are the second biggest earner of foreign exchange in the country. With
growing economic activities and development of tourism, the aviation market in Africa is expected to
continue growing at above world average. This will create the need for investments in airport and air
navigation services infrastructure.

Conditions of African Airports and Air Navigation Services

There is a need to upgrade many African international airports and air navigation facilities to ICAO
standards and recommended practices. In most of the airports and air navigation facilities, work is
required for the rehabilitation of tracks, lanes and taxiways, aircraft parking areas, as well as for the
expansion and renovation of passenger and freight terminals, besides the construction of fences,
updating air navigation facilities and installation of electric groups, which often are in poor working
conditions.

Major airport projects under-way or recently completed in Africa include:

e Burkina Faso — new airport for Ouagadougou

e Egypt — new passenger terminal and new runway at Cairo Airport, plus new passenger terminal at
Hurghada International, design commenced for a third terminal and extended runway capacity at
Sharm El-Sheikh International

Libya — new facilities at Tripoli and Benghazi Airports

Rwanda — new airport for Kigali

Senegal — new airport for Dakar

South Africa — new airport for Durban and expansion of other ACSA airports (Johannesburg in
particular)

Sudan — new airport for Khartum

Tunisia — new airport for Enfidha

There are serious concerns regarding air navigation infrastructure and air traffic management. The
overall safety record in African skies requires immediate attention, and includes problems such as
aging or near-obsolete equipment on the ground and in the air and insufficient safety oversight on the
part of States.

Assistance to African States

To date, assistance to African States in the air transport sector has largely been characterized by
independent initiatives of donor States, financial institutions and agencies that focus on identified
components of the air transport sector. There are, for example, many excellent projects that have been
executed through ICAO, the World Bank, IATA and various other international and regional
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institutions and donors. However, given the continuing problems that plague African air transport, a
growing number of donor governments and lending institutions are asking for a coordinated assistance
effort in the air transport sector that will commit to a coordinated approach, allowing policy makers
and the donor community to work within a common strategic framework of identified priorities and
goals.

Sources of Financing

The results of ICAO surveys on States’ practices for financing airports and air navigation services
indicate that self-financing has replaced government financing as the most frequently quoted source.
The increased use of self-financing and borrowing from the private sector is linked to the growing
number of autonomous and private entities managing airports and air navigation services. However,
the reliance on government financing still remains significant in some African States, although it could
decrease in the years to come if the number of autonomous bodies operating airports and/or air
navigation services increases.

A consequence of these developments is that autonomous entities operating airports and/or air
navigation services are subject to a greater degree of accountability with regard to their commercial
and financial performance considering the impact on the credit rating of these entities. A prerequisite
for success in that area is that, airports, for example, need to have full control of the use of their
buildings and land in order to ensure commercial optimization. Smaller airports may face difficulties
in financing capital expansion and in such situations it may be advantageous that they be
managed/operated by larger entities operating one or more major airports, which are capable of
obtaining funds at lower cost.

The investment needs for air navigation facilities and services may be beyond the financial capabilities
of many single States and may require international cooperation (e.g. multinational facilities and
services) as well as new financing mechanisms, including joint financing. The basis for the joint
financing concept is that certain air navigation infrastructure may be too costly for a State to provide
and operate alone for the benefit of international civil aviation at large. This is recognized in the
Chicago Convention, where Chapter XV lays down the basic principles for “joint support” action.
International cooperative ventures in the provision of air navigation services have normally proven to
be highly cost-effective for the provider States and the users alike, and in some instances have
constituted the only means for implementing costly facilities and services which offer capacity that
exceeds the requirements of individual States. By cooperating in the implementation of such facilities
and the related service provision, the States concerned have been able to provide more efficient
services and at lower costs than if they had to finance the facilities concerned themselves.

— END —

Background Symposium MPM - 31 August 2010




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


