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SUMMARY

This paper is presented in response to IATA’s WP/26 on the commercialisation
of arports. ACI welcomes the recognition by IATA that the process of
commercidisation of airports may produce benefitsfor airlines. ACI acceptsthat the
process needs to be managed with care, and give due weight to the interest of airlines.
ACI beieves, however, that many specific rulesand requirements proposed by IATA
in WP/26 are unduly rigid, and in many cases unnecessary. ACl recommendsthat the
rules and requirements should be established separately in each case, having regard to
both sound economic principles and loca conditions.

1. Results of Commer cialisation

11 ThisACI paper isabrief responseto pointsraised by IATA in WP/26 concerning
the commercidisation of airports, a worldwidetrend which has important implications for airport economics.

12 In para 12 of Appendix A to WP/26, IATA argues that privatisation has often resulted in
sgnificant increasesinairport cost basesfor charging purposesand thushigher charges. ACI rgjectsthis dlegation.
In many cases, including the UK, Audtrdia, South Africa, Audtria and Denmark, commercialisation has resulted
in reductions in airport charges in red terms. Moreover, facilities and services have generdly improved with
privatisation. Similarly, IATA arguesthat commercidisation had resulted in arlinesbeing negated rights, wheress,
infact in many casesit hasresulted in greater safeguardsfor airlines.
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2. Sales of asdts

21 In para. 16.4 Appendix A to WP/26, IATA argues that the price of any assets sold by airports
should not exceed depreciated historical cost. Thismay lead to perverse effects, snceany higher pricewould smply
improvethe cash resources availableto theairport without cost to airlines. Likewisethe suggestion that the proceeds
of asset sdes should only be used to reduce debot would prevent use of the receiptsfor direct investment. (It would
adsobeanintrusoninto therightsof airport investorsto usetheir fundsasthey wish, which would in turn discourage
investment and raise the cost of capita for arports).

3. Codgsof trangtion

31 Inpara 16.5of Appendix A, IATA arguesthat usersshould not bear the costsof transitiontowards
commercidisation. However, if the purpose of commercidisation is to improve airport performance and attract
private capita for arport investment, and the processis supported by airlines, it would be equitable for airlinesto
bear at least ashare of the costs.

4, Treatment of land

41 In para 16.9 of Appendix A, IATA argues that land should be tregted as free capital, and that
airports should not be alowed areturn on their investment in land. This would defy norma economic rules, and
provide an absolute discouragement to airport owners to acquire land needed for arport development. It is not
acceptablethat if money isborrowed, or equity finance raised for land purchase, that the airport would have to bear
the cost of finance asaloss, or asubsidy to airlines.

5. Ratesof return

51 In para16.10 of Appendix A, IATA arguesthat airports should be dlowed arate of return similar
to Government bonds. If that were the case, lenders and investors would not put money into airport development,
since they could obtain the same return with no risk, by buying Government bonds. Investors should be entitled to
a higher return from airports to reflect a proper assessment of the risks associated with the particular airport
investment in question.

6. Arbitration

6.1 In para 16.11 of Appendix A, IATA recommends that in the event of a dispute regarding user
charges, the users should have aright of apped to the regulatory body and/or recourse to an arbitration process. In
many States, airport users contracts, consumer or trading law and/or international agreements aready provide full
protection for users. The addition of further separate arbitration/regulation procedureswould creste an unnecessary
and unreasonabl e double burden for airport operators.

7. Action by the Conference

7.1 The Conference is invited to take note of ACI's views and to recommend that any guidance
concerning thespecific rulesand requirementson airport commercidisation be prepared with dueregard toathorough
andysis of theissues, and allowing for the gppropriate dignment of sound economic principleswith local practices
and conditionsin different States.
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