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Significant infrastructure requirement in Latin America & Caribbean
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Capacity gap greatest in largest markets

Millions
Colombia +39%
Argentina ‘ +22%
Peru ‘ +44%,
Ecuador . +7%
IIIJ 5{1 160 ‘Iéﬁ 260

® Do nothing

Source: Oxford Economics
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t spare capacity
M Departures M Arrivals

Movements per hour, by airport

Many Caribbean airports have significan
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Infrastructure costs increasing as a share of air fares

Unit cost of infrastructure & airline non-fuel expenses
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Source: IATA Aviation Charges Intelligence Center



Infrastructure contributing significantly to unit cost increases
Unit cost changes between 2016 Q1 and 2017 Q4
8.4 -

8.2 - % contribution to
increase in CASK

US cents per ASK

7.4 -

CASK 2016 Q1 Fuel Labour Infra- structure Other CASK 2017 Q4
Source: IATA Economics using data from the Airline Analyst



Airport charges within the Caribbean can be as high as USS70

Average airport charges per passenger (one-way)
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Levies on tickets can make up half the air fare

Taxes, fees and charges
(for return travel in June 2018)

Extra-Regional
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Source: CDB based on LIAT, CAL, BahamasAir, AA, Copa
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Cartagena case shows connectivity benefits of reducing costs

)

4 NEW ROUTES

CTG-ATL (Delta starting Dec '15)
CTG-FLL {JetBlue starting Oct "14)
CTG-AMS (KLM starting Mar *17)
CTG-MAD (Air Europa starting Mar ‘17)

-
- -

CTG International Pax
YEAR Total Pax % Variation Additional Pax
2013 388,362 12% 41,610
2014 439,491 13% 51,129
2015 534,786 22% 95,295
2016 671,966 26% 137,180

Source: Avrocivi

Source: ATAC

YEAR

2014

2015

AIRPORT FREE REDUCTION

92 TO 38 dollars

INTERNATIONAL PASSENGERS

N 26%

TURIST ARRIVALS
N 38% to Cartagena

*FASTEST GROWING INTERNATIONAL AIRPORT IN COLOMBIA

CTG International Tourists Flow

Air Travel
Tourists

211,874

280,675

2016 (Jan-Oct) 312,344

Suurce: Migracon Cokambia

Variation Vs
Previous Year

6%
32%

38%

Total
Tourists

255,155
325,221

6177

Variation Vs
Previous Year

12%
27%

3%



Range of different ownership and governance models

Private Sector Owns
and Operates Assets

4 N N R

Public Owns and Operates Assets Public Private Partnership

Utility |
Restructuring Civil Works Concessions JDI_"IJE "U"?I"ITUFE /
Corporatization Service Contracts >  Leases / Affermage > BOT Projects > Partial Dwestlture > Full Divestiture
Decentralization DBOs of Public Assets
Low 2  Extent of Private Sector Participation High

Source: Deloitte



Government decision on ownership and governance is complex

Revenue Return —— Capital Receipts
Profile for Government for Government

Financial
Objectives

Mew Sources of Capital Financing
Private Finance Efficiency

Government —— Efficient Sector

Capital Projects —— Commercial &
Control Governance & Regulation

Efficiency Operational Efficiency

Macro-Economic Management
Objectives Objectives
Domestic Sector Efficiency Strateglc Dt?l EE.'EWES Improved
Economic Impact & Competitiveness for Changes In Alrpnrt Customer
Ownership and Experience

Operating Models

Source: Deloitte



Regulatory model needs to be decided alongside ownership model

Objectives

Governments’ Market
Strategic ﬁ Yssment

Regulatory
Model
:e" —~ Ownership and
Drivers of Model Selection - Y .

B Model Components Q@ ; operat|ng MOdel
@ lterative Process é,x
Government Market Ownership and Regulatory
Strategic Objectives Assessment Operating Model Model
* Macro-Economic Objectives * Market Dynamics * Public vs. Private Ownership * Regulatory Framework
* Financial Objectives * Market Power and Control * Functional Mandate
» Management Objectives * Market & Institutional Maturity * Economic Oversight

* Independence Level

Source: Deloitte



Limited stakeholder
engagement in development
of concessions

Concessions model complex, with plenty of potential points of failure

Long and arbitrary
concession length

Limited consultation with
customers in setting of
service levels

»

Excessive focus on highest
concession fee in bid
evaluation

4

Project Rationale
and Objectives

Government
Business Case

>

Concession

Definition T ot

Market
Testing /
Procurement

Initial Planning
and Concession
Design

>

Bidders’

Evaluation,
Concept Design

Selection and
Negotiation

L4

Contract
Award

ocus on output-bas
KPIs rather than
outcome-based
erformance measu.

Limited participation in
concession bid process

Potential fast-track]
for O&M concessiom
with limited CAPEX “

Airport Design,
Construction and
Development

Inadequate
provision for a long-
term airport master

imited mechanisms fo
collaboration to
optimize capital plans
and detailed design

requirement
. i Overly-rigid SLA g Limited provision for
Limited rationale for Limited positive verly-rigi S an
aeronautical charges incentivization for Performance
g innovation Specifications
Excess profits
on non-
regulated

aviation charge.

Turnaround,
Refinancing and

Asset [/ Fadility

Environmental, Social
and Governance
("ESG”) factors

Management and
Restructuring

Continuous
Enhancement

Innovation and
Improvement

SLA Contract
Review and
Optimisation

Pricing of
Airport

<

Contract Management
and Performance

<

Requirements

Airport
Planning

Expansion
(if required)

),

Overly-rigid capital
investment plans and
poorly defined capital

investment triggers

Future Capacity
Required (near end
of term)

),

Dispute Resolution
Ongoing Capacity
Augmentation

Process (if required)
Constraints placed

on effectiveness
of regulation

Source: Deloitte

Termination
Notice

Termination and
Transition

Lack of consuftation and
governance process for
capital expansion

Overly-rigid

) construction
Airport schedules and
Operations and i
Management investments

plans

undermining
cost-efficienc

Limited provisions for
smooth termination
and transition

Transition Panning
and Asset
Handover

< Operational
Monitoring Readiness
Services

e, No refinancing gain Limited information Limited collaborative

| -E. mechanisms sharing provisions. decision-making

og

25 Changes in the _ _
=] Regulatory Till ) Limited penalties for o ) ) o )
22 Pre-funding of under-investment and Limited incentive for Limited dispute

airportinvestments incentives to delay late-life CAPEX resolution processes
investment
Ongoing Capacity

)



Collaboration key to securing successful outcomes for all stakeholders

A

Collaboration

A0

CUSTOMER-
Transparency CENTRIC Balanced Risk
and Information CONCESSION and Reward
Sharing

£

A

Mutual Interest

Source: Deloitte



Summary

Infrastructure investment is needed — but not everywhere
* Cost control is key to ensuring consumer benefits
* Private sector involvement in infrastructure investment is not a free lunch

 Ownership, governance and regulation need to be considered holistically

THANK YOU'!



LOOKING FOR INSIGHTS
INTO AIR TRANSPORT
MARKETS AND ISSUES?

Download the new
|ATA Economics Research App

NEW IATA ECONOMICS RESEARCH APP

Keep up to date with IATA Economics' latest analysis on
key aviation issues and market trends.

Receive personalised notifications when new research is available, share
content through social media and email, and read your favourite content
off-line, perfect for people on the go!

Access industry-leading
economic analysis on key
aviation issues and market
trends through:

=~ Reports
- Charts

)~ Presentations

=~ Videos and more.

IATA



