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increase® Thele have been various media reports with comments from airlines

suggesting that the increase will inevitably impact on ticket prices.

2.4.6 The following table puts our proposed increase in airport charges at Dublin Airport in
perspective alongside these otheost increases.

-  TABLE2.1 THE INCREASE IN AIRPORT CHARGH®RRAIRLINE COSTS

% increase 2019 % increase in
% of 2019 costs

2022 2019 cost base
[72)
§7 Airport charges at Dublin Airpor 9% 49% 4.4%
5
2 Fuel 25% 99% 24.6%
-E Airport charges at Dublin Airpor 8% 49% 3.9%
c
& Fuel 37% 99% 36.4%
247 Similarly, the table below examines the potential impact on ticket pricetnich makes the

implicit assumption that higher airline costs would ssed through in full to passengers in
the form of higher ticket prices. We have expressed the proposed increase in our airport
charges as a percentage of the average ticket price for a return journey at Dublin Ajrport
focusing on short haul and long tlaseparately (taking an average across all airlines). As can
be seen, for a return flight to a lodtaul destination, the increase equates to as little as a 1%
increase in price.

- TABLE2.2 THE INCREASE IN AIRPORT CHARGH®RIICKET PRICE

Return ticket* Proposed increase it % increase in ticket
urn ti

charges** price
Short haul average return € MNT € pdnc 6.2%
Long haut average return € TMOD € gpdnc 1.3%

(Source: OAG data for June 2022)
5 Source: Bloomberg, European Jet FOB Rotterdam Barge Spot.
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https://www.theguardian.com/business/2022/aug/11/ryanairossblamesbrexit-for-airport-chaosand-says
era-of-10-euro-airfaresover-michaetoleary?utm_term=Autofed&CMP=twt b

gdnnews&utm medium=Social&utm_source=Twitter
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https://www.theguardian.com/business/2022/aug/11/ryanair-boss-blames-brexit-for-airport-chaos-and-says-era-of-10-euro-airfares-over-michael-oleary?utm_term=Autofeed&CMP=twt_b-gdnnews&utm_medium=Social&utm_source=Twitter
https://www.theguardian.com/business/2022/aug/11/ryanair-boss-blames-brexit-for-airport-chaos-and-says-era-of-10-euro-airfares-over-michael-oleary?utm_term=Autofeed&CMP=twt_b-gdnnews&utm_medium=Social&utm_source=Twitter
https://www.theguardian.com/business/2022/aug/11/ryanair-boss-blames-brexit-for-airport-chaos-and-says-era-of-10-euro-airfares-over-michael-oleary?utm_term=Autofeed&CMP=twt_b-gdnnews&utm_medium=Social&utm_source=Twitter

248 This is not to suggest that the increase in airport charges is not significant. However, when
viewed alongside other cost increases, it seems unreasonable to single out our airport charges
as driving negative outcomes in the sector, especially when ougekare regulated by an
independent regulator and designed to be cd6BE Ff SOGA @S GKSNBo& NBLM
economic price to use the airport. Also, as we levy the same charges to all airlines, they do not
represent a source of integirline rivalryat Dublin Airport, and airlines should be able to pass
through the increase in full to passengers.

251 Seminal to the Airport Charges review is the application of teY YA 8 48 A 2 Yy Q& LINK OS (
as part of the regulatory Decision. Fundamental adjustments are applied tprtbe cap
traditionally in the form of inflation adjustments, management of oveider recovery,
service quality bonuses andapital expenditure triggers. Given the current macro
environment any discussion on charges must be informed by analysftatibn and the over
under recovery position.

Treatment of inflation in theprice cap

252 As the Commission states in its Draft Decision, the intent of its approach to regulating Dublin
Airport is that it should not be exposed to general inflation risk, and that it is not remunerated
for taking on such a risk.

The price cap is seat real prices, which means that it excludes inflation. All figures in
this document are in February 2022 prices, unless stated otherwise. The price cap will
be updated each year to reflect actual inflation in the period. This means that Dublin
Airportis protected from general inflation risk, which is particularly relevant in the
current high and unpredictable inflation environmeft

253 As the Commission notes, such protection is particularly relevant in the current
macroeconomic environment. This proteatiavas fundamental to a number of decisions
YIRS Fa LINI 2F /9t! k¢l Aft2NI ! ANBeQa NBGASH
prices.

N

254 However, ensuring that companies are protected from outturn inflation risk within a regime
in which nominal charge are set exante requires careful regulatory design. Economic
regulators have broadly taken two approaches to ensure this protection:

8/ 1w OHNHHOY W5S5NI TG 5S0O0AaA2y 2y |y LYGSNRAY wS@ASs 27
HANHO G2 HAHCQI HH WdAZ & L nwodx I 00SaaSR 2y wmn {SLIISYQa
https://www.aviationreq.ie/_fileupload/2023%20Interim%20Review/Draft%20Decision_Final.pdf
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https://publicapps.caa.co.uk/docs/33/CAP2365D%20H7%20Proposals%20Section%203-kb.pdf

2.5.10

2511

2.5.12

2.5.13

25.14

2.5.15

2.5.16

LY FTRRAGAZ2Y G2 2dzifAyAy3a | SFIGKNRgQa SydaAadf S)
available inflation forecasts would be an appropriate approach for Heathrow to take in
seeky 3 G2 O2YLX & 6A0GK Ada LINAROS OF LJFTROG2HEDG A
mechanism to explicitly account for over under recovery of inflation.

5dzo f Ay ! A NL1J2 NI Q % intdéxaBiodniand @fRtion fadEINERDreclsion
There are a numér of options for adjusting the revenue yield cap to ensure that wittgar
inflation is accurately reflected in the charges that Dublin Airport can recover from its users.

The approach that is most transparent, easy to implement and consistent with regulatory
precedent would be to adopt an approach aligned to that of the CAA for Heathrow. We
consider that in this approacke would use an inflation forecast for the year, Wi trueup
mechanism to recover any ovar under collection.

The true up would be a standalonadjustment and input to the price formula, similar to the

K-factor application While this approach is particularly important in the current high
inflationary environment, it is also a more appropriate approach in general.

Over/under recovery (Kactor) application

Asdetailed in the Dublin Airport Regulatory Propositeubmitted in May 2022ye request
the continued application of the K factorrta in the regulatory formula to allow for a limited
carry over of under recovered revenues against the annual price cap-fBicgKapplication
is necessary due to the high level of uncertainty in the market.

However, given the current market instabjlithe level of thek-factor underrecovery cap of

5% does not provide Dublin Airport with enough confidence to optimally design and
implement its pricing policy. Leaving this unchanged may be detrimental for users and
passengers, and lead motentially suboptimal pricing decisions. Therefore, Dublin Airport
requests that the cap is increased from 5% to a minimum of 10% for the perio¢ 2823

The structure of airport charges is more complex than the yield per passenger identified by

the price cap and requires a number of assumptions to be made when forecasting revenues.
Contrary to some other regulated sectors, which follow a more linear approach with regard

to charging'® airport charges are often differentiated on the basis of the seaswhazcording

to the multitude of services offered (e.g. passenger, aircraft, parking) which reflect different
underlying drivers and forecasting complexities. The current uncertainty characterising the
aviation industry, the difficulties in estimatingtilaeh O NBXf Al 6f & FyR (KS OKI
behaviour are all elements that exacerbate the challenges faced by Dublin Airport in setting
accurate charges. As such, Dublin Airport requests a greater degree of flexibility to be granted
through theK-factor.

10 Forexample regulated water and energy network tariffs are typically set as a combination of a fixed charge
per customer/household and a charge per usfittonsumption.
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3.3.1

3.3.2

3.3.3

3.34

3.3.5

Assessment obptions under Section5.2 F / 2YYAd4a4A2y Qa4 5N} Fi 5SO0OA

We have considered the various scenarios presentethéyommissiominder Section 5.4 of

the 2022 Draft Decision with respect to how to implement a Determination, depending on
when the Air Navigadin & Transport Bill 2020 (the "ANTB") is enacted. Our view is that there
is a legal basis for all of the options presented under Section 5.4 of the Draft Decision, such
that all options may be appropriate depending on the particular circumstances which
materialise. We welcome the conclusion that, in any event, any new Determination will be
consistent with the clarified statutory objectives under the ANTB given that sustainability is
already implicit in the current legislative framework, including in th@otive regarding the
interests of current and prospective users of Dublin Airport.

We make the following more detailed points regarding why there is a legal basis for all options
presented under Section 5.4, and any of them may be appropriate deperainthe
circumstances, just for the purposes of completeness

As regards the options which involve a Determination being made immediately once the ANTB
is enacted, it is very clear that there is a legal basis for doing so under the ANTB and in
particularit is very clear that the regulator can rely on analysis and consultation concluded
prior to enactment of the ANTB in making a new Determination under the ANTB.

As regards the options which involve a Determination being made prior to the ANTB being
enactd, it is also very clear that there is a legal basis for same. In particular, it is clear that
the circumstances satisfy the legal standard under Section 32 (14) of the 2001 Act which
details the circumstances in whidhe Commissiormay carry out a revig of a settled
determination. Section 32 (14) of the 2001 Act makes cleartttetCommissioiis entitled

by way of "its own initiative", or "at the request of an airport authority or user concerned in
respect of the determination” to initiate a reviewr(d subsequently amend, where necessary)

of a determination if it considers that there "are substantial grounds for so doirdie
Conmmissionhas cited the outbreak of the@/ID19 pandemic and the knoein depletion of
passenger numbers by 75% in 2020 and 2021 (when compared with 2019 passenger numbers)
as the catalyst behind the initiation of an interim review. It is clear that the-teny,
unprecedented impact that the-C9 pandemic is having on the aviation industry constitutes
'substantial grounds' under Section 32 (14) of the 2001 Act. We make this point for
completeness as we would regard it as inconceivable to suggest otherwise given the volatility
experienced.

We acknowledge that discretion rests withe Commissionn respect of which option is
chosen for implementation of a Final Determination. In doingls®Commissiomust act in

line with the relevant circumstances at the time and the relevant legakjpies, including
notably the following:
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4.1.9

4.1.10

31






4.2.6

4.2.7

Any forecast for traffic in Dublin Airport should not be unconstrained due to the capacity
constraintsthat Dublin Airport have prior to the delivery of infrastructure. In Summer 2022,
there was no availability in overnight contact stands in the airport.

Dublin Airport believe that theZY Y A a dore2agt@sda verpptimistic case,which only
partially reflectsthe views of industry stakeholder€onsidering theexceptionally high
volatility currently in the market, along with the yet unknown full pandemic recoveve,
believeit is prudent to adjust this downwards.
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- HGURHEL.3 EUROCONTROL SEVERAR FORECRS

WS N el 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025 | 2026
Service Units (Thousand
. . 71 17

3 203 206 211 21
Ireland 183 71 70 166 175 183 18y 19
67 120 140 149 16y 17

38% 95% 108% 110% 112% 116%
37% 88% 93% 97% 99% 102%
36% 64% 74% 79% 89% 90%

- %

4.3.10  Asstatedwithin the EUROCONTR®arecast Update 2022027,European aviation capacity
has stagnated®

4.3.11 Furthermore, the ACI Europe forecast provided a second sanity check for the previous
forecast. However, the latest iteration, which would place Dublin Airpbd. 89 million in
2026 and therefore, should not be considered a realistic forecast to benchmark against. Dublin
Airport still tracks in line with the October 2021 iteration of the forecast for the 20226
years. However, they are tracking in line witle May 2022 iteration for 2022 and 2023.

- HGURH.4 ACI EUROPE VS DUBLIN AIRPORT FORECASTS

(Source: ACI, Dublin Airport)

4312 Thistrafic F2 NSOl ad A& aidAff 0St286 GKS /2YYAAaaArz2y(
realistic midrange scenario over the next regulatory period from 2@226 when all of the
current risk factors are considered.

BEUROCONTROL Forecast Update-2027 | EUROCONTROL
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https://www.eurocontrol.int/publication/eurocontrol-forecast-update-2021-2027
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https://www.bloomberg.com/news/articles/2022-06-16/wizz-air-abandons-no-fuel-hedging-policy-as-oil-prices-surge
https://www.eia.gov/outlooks/steo/report/prices.php



https://www.iata.org/en/publications/economics/fuel-monitor/
https://investor.ryanair.com/wp-content/uploads/2022/07/Ryanair-2022-Annual-Report.pdf



https://www.who.int/europe/news/item/19-07-2022-rapidly-escalating-covid-19-cases-amid-reduced-virus-surveillance-forecasts-a-challenging-autumn-and-winter-in-the-who-european-region
https://www.who.int/europe/news/item/19-07-2022-rapidly-escalating-covid-19-cases-amid-reduced-virus-surveillance-forecasts-a-challenging-autumn-and-winter-in-the-who-european-region

airlines and service providers there hasehean unfortunateknockon effect felt by

passengers across EuropAlbeit Dublin Airport initially faced issuesith processing

passengers throughout the Dublin Airport campus, thiea®ebeen zero flight cancellations
due to capacity restrictions imposéxy Dublin Airport.

4412  We look atother major airports such as Heatw, who recently announcedn extensiorto
their summercapacity restriction of 100,000 passengers per giay valid until 28 October
20222 Such measuresvill have major impacts on airline capagcityith British Airways
cancelling629 flights from the remainder dfs Summer 22 seasoand 10,000 seat® y A (G Qa
short-haul network(8% Winter 22/23 seasfi . Outcomes such as this mus¢ considered
going forward as th®ublin Airportcontinues therecovery.

Brexit

4.4.13  Brexitcontinues to hamper the recovery of the air corridors between DuUkntraffic. As of
318 January 2020, Brexit has influenced the poor performance of UK traffic. The sterling pound
has been ranked as the worst performer out of G10 currencies so far@2This further
impacting to the challenges faced by British operator&G&8P haseached a two year low
against the USB

- HGUrR#.8 GBPvsUSD

PoundSterlingLive published on TradingView.com, Aug 22, 2022 16:39 UTC+1
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(Source: Pound Sterling Live, Tradingview.com)

22 Heathrow implements summer 2022 capacity cap | Heathrow

23 BA to cut more than 10,000 flights from winter schedule | Financial Times (ft.com)
24 Sterling slumps 0.5% vs euro ahead of UK GDP data | Nasdaq

2 Pound Slumps to Fresh Twear Lows against Dollar (powstdrlinglive.com)
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https://www.heathrow.com/latest-news/heathrow-implements-summer-2022-capacity-cap
https://www.ft.com/content/80260b11-40f6-4788-84cb-9c1f733a0110
https://www.nasdaq.com/articles/sterling-slumps-0.5-vs-euro-ahead-of-uk-gdp-data
https://www.poundsterlinglive.com/usd/17425-pound-to-dollar-rate-slumps-to-fresh-two-year-lows-jackson-hole-watched



https://www.bankofengland.co.uk/monetary-policy-report/2022/august-2022#:~:text=The%20Bank%20of%20England%27s%20Monetary,percentage%20points%2C%20to%201.75%25.
https://www.gbta.org/global-business-travel-spending-is-coming-back-but-recent-headwinds-push-anticipated-full-recovery-into-2025-and-2026/
https://www.gbta.org/global-business-travel-spending-is-coming-back-but-recent-headwinds-push-anticipated-full-recovery-into-2025-and-2026/
https://www.fingal.ie/sites/default/files/2022-08/00747949.pdf

4.4.19

4.4.20

4421

the NQS to be implemented 024, this will inevitably impact base carrier operations at
Dublin Airportalongside the relative traffic.

Load Factor Performance

Overall Dublin Airport has had a pidge Load Factor performancipported by the pentip
demand coupled with the firssummer season post QVID19 without significant travel
restrictions.Though as théoliday period draws to a close without hitting 20i&9els, Dublin
Airport will have to continue to monitor the performance as we enter the Autumn and Winter
months. With the immediate outlook looking sofit, is difficult to predict the performance of
the Midterm and Christmapeak periods.

HGURH.10DUBLIN AIRPORT LOAD FAC20R9vs2022

LF DAP 2019 vs 2022

2019 m 2022
90%899 0
) 80% 83% 84%78% 82%760/ 87%g30, B9%  88%g7%
75% 70% 72% 0
| I I I
Jan Feb Mar Apr May Jun Jul Aug

(Source: Dublin Airport)

Capacity Constraints

As peviously noted by Dublin Airporgircraft levelshave returned to near Summe&019
While there has been challengesan time performanceegarding stand allocation the airport
has continued tdully operatethe current stand allocations in place. Thowgith the opening
of the North Runway in August 202Bere will be no new standgrior 2024to immediately
compliment this major infrastructuraddition. As the construction and development wéw
stands getsunder way, Dublin Airport will have teffectively managehe curent growth
projections intoSummer 2023.

Supply Chains

As it has been well notesupply chains across the world were and are still baifiectedby
QOVID19 lockdownslack of raw material and labour shortagegh speculationghat these
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https://www.cnbc.com/2022/07/18/boeing-ceo-supply-chain-issues-are-hindering-737-max-production-increase.html#:~:text=Boeing%20CEO%20says%20supply%20chain%20issues%20are%20hindering%20737%20Max%20production%20increase,-Published%20Mon%2C%20Jul&text=CEO%20Dave%20Calhoun%20said%20he,is%20stabilized%20before%20ramping%20up.
https://investor.ryanair.com/wp-content/uploads/2022/07/Ryanair-2022-Annual-Report.pdf
https://www.iairgroup.com/en/newsroom/press-releases/newsroom-listing/2022/boeing%20737-8200%20and%20737-10%20order










5.1.11

5.1.12
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The notionally efficient airport must be set in the current context, and therefore operational
allowances must include:

Cost allowancethat enable Dublin Airport to rebuild its operational capabilities back
to 2019 levels in a timely manner.

Cost allowances that enable Dublin Airport to run a resilient operation. This would
include essential servicelike Security, Facilities & Cleagiand PRM services and
could mean building operational capabilities ahead of full recovery of volumes.

Cost allowances that enable Dublin Airport to offer a service quality condition that
meet changed passenger demographics and behaviours as well assedre
passenger expectatiorsich asncreased expectations on cleanliness.

In practical terms there are a number of options for this, such as:

Including opex allowances that plan for demand one year ahead i.e. for key service
opex lines such as Securityacilities & Cleaning and PRM services the level of opex
would be based on the passenger levels for the following year.

Applying a glide path for the first couple of years of the determination period to these
key service opex lines.

The Commissiohas not followed best regulatory practice when it comes to setting an opex
allowance for the coming regulatory period. The standard approach that regulators follow
includes the following steps

Step 1: Assesment of base year efficient costs / benchmatkK regulators would seek

to establish whether the company is operating at the efficiency frontier at the start of

the price control determination. Regulators usually justify their findings by using

industryl Y RK2NJ AYUSNYF GA2YI-dzL)D SyDXKTaANYSYYR2EHORS
categories.

Step 2: Assessment of catelp efficiency challengdf inefficiency is identified,

NEIdzZ | 62NB ¢ 2 dzdRIEABSFNR REZSY OBOIVBEOR dzZNB A (2 Y
towards theefficiency frontier. In general, this would be done by leveraging the

Go2Gduey | A58aaYSyd 2dzif AYSR Ay Ad08L) mo

{GSL) oY 1aasSaavySyid 27F 2y.JBeXinaRfickacfF A OA Sy 08 K«
challenge that UL regulators tend to introduce relates to dgle@eral productivity
AYLNR@GSYSyia 2F (KS SO2y2Y&dhedificidrcyf f & (G SNNSH
frontier does not stand still). This is a tdpwn efficiency challenge which is quantified

by econometric analysis.

{GSLI nY {ONHziAye 27F 0K SrredpEcAvazf whetBeRthed2 Y LI y A § 2
regulated company enters the price control as an efficient operator. Regulators would
AYOSNNRIFGS GKS NB3IdzZ I SR O02YLI yeQ FT2NBOIF al
and assumptions, this would include reviewing cost drivelessticities, proposed

overlays due incremental investment, additional services, etc. Where the regulator
RAalIaINBSa ¢gAGK (GKS YSUGK2R2f23& FyR I &adzyLdi?
assumptions with its own
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5.4.3 Dublin Airport requests the inclusion of this measure in the price cap formula for the
regulatory period 2022026. While we areupportive of the current structure and application
of the mechanism, we are requesting that the Commission potentially dstdre application
of this scheme to include a broader range of smayroll costs that are beyond the direct
control of the daa.

54.4 Duwblin Airport believes that a broader range of roontrollable costs should be included in
the cost pass through mechanism in order to safeguard the airport from excessive risk from
ALIANI ffAY3T 2LISNIFGAy3 O2aia o6KAEkplé e i S&é2yR
currently an exceptional high degree of risk for the airport around energy and security related
costs.If energy costs areot included as per our request in the uncertainty mechaniana
minimum, the latest forecasts for inputs such aseegy should be included as an update to
the finalDecision. Thim line with precedent from regulators such as the CAA for Heatftow.

55.1 For the reasons set oatbove itis our view that theCommissioris requiredto revisit the Draft
Decision's proposals for operating cost allowances (in particular for airport secamityp
grantDublin Airportadditional headroom / allowancdhat are essentialo ensure that it can
withstand cost challenges and continue to ebéhe reasonableneeds of airport users

5.5.2 In the current circumstances, where there is a large divergence between the forec#sts of
Commissiorfinformed by reports by CEPA) abdblin Airportfor opex,the Commissiomust
provide fully reasoned justifations for why it is rejectinublin Airports forecasts and not
including the allowance sgit. This musttake into account the drastic changes in the
industry, such as the costs of recovery from engting etc. during the QVID19 crisis, the
volatility in economic markets and passenger numbers/travel patterns, wage inflation and
rising interest rates.lt is our strong view that the Draft Decision fails to do so and does not
meetto the requiredregulatory orlegalstandards.

5.5.3 In relation to opexjt is Dublin Airpors strong view is thatve must be allowed additional
headroomand robustallowances in relation to FTE count and wage inflation assumptions,
taking into account the unique future challenges aheddhe Commission should be aware
that this requirement was outlined in the instructive decision of the UK Competition &
Markets Authority (CMA") ifrirmus Energy (Distribution) v Northern IrelaAdthority for
Utility Regulation

B/l OGHAHHOZ WI9O02y2YAO NB3IdzZA FGA2y 2F | SFIKNRBg ! ANLRZNI
LI NJ o CTAGCGERAITaildr Airey] updated its analysissacall categories of opex since our Initial Proposals,
LINAYI NAf& oF&aSR 2y ySg AYyF2N¥VIGA2Y FNBY I ! [ ¢KS (Se@

t NRELRAlIfa 620KSNJ KIFIy dzaAy 3 dzLRIF G SR hoTAhaSigc@&SeditsF 2 NB O
estimate to allow for updated higher forecasts by HAL of energy cost inflation. This change increases estimated
opex by £90rn ©
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0. Commercial Revenue

6.1.1 In its 2022Draft Decision,the Commissiorhas set ambitious commercial revenue targets
GAOGK 201Kt NB@GSydzS F2NBOFadG G2 3INRBG FTNRBY ¢€H
LI aaSyaSNJ olaira GKAA Aa Iy AyONBlFLasS 2F «» G2

TABLES.1 COMMERCIAL REVENUE DUBLIN AIRPORT VS CAR TARGETS

2023 2024 2025 2026  Total

51t / 2YYSNDAL
Varianced € QY 0
Varianceper passengeb € 0 F

(Source: Dublin Airport, CAR Calculations)
* Based ororiginalDublin Airport traffic forecast

6.1.2 In contrast Dublin Airport presented its commercial revenue forecasts for-2028 in its
2022 Regulatory proposition where it projected total commercial revenu- in 2023
Ay ONB I hyim2036 2Theccumulative difference between the Dublipakt andthe
Commissioriorecasts over the period sxm.

6.1.3 Dublin Airport has prepared forecasts on a bottaim basis building on our knowledge of our
commercial business, assessment of the unique set of challenges that we will face-262023
and analgis of wider trends in each of our business segments.

6.1.4 Highlevel benchmarking to other European airports suggests that our total commercial
revenues per passenger are in line with Copenhagen and the Milan airports, and higher than
Aena, ANA, Venice andevina. Gatwick and Zurich have higher commercial revenues per
passenger. These figures are based on commercial revenues and passenger numbers
RSOf I NBR Ay GKS O2YLI NI G2NJ FANLRZNI&AQ | yydz f
interpreting these numbes due to potential differences in the scope and reporting of
commercial revenues, which could mean they do not reflect aftikdike comparison.
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TABLE6.2 COMMERCIAL REVENUES PER PASSENGEBROPEAN AIRPORT{2019, € RER

PASSENGHR
€18.00
€16.00
€14.00
€12.00
€10.00
€8.00
€6.00
€4.00
€2.00 I I
€0.00
8 p & Q}\\\@ Q§° '\\‘\\\%&“ I
R <
6.2.1 The macroeconomic situation has evolved quickly following our regulatory proposition, with

the high inflation environment, rising interest rates and cost of living crisis likely to have an
impact on our commercial business. In particidacethe commercial revenue targets were
proposedthere has been anotabledeteriorationof consumer sentiment in the Irish market.
Recent consumer sentiment survey conductedBC bank Ireland/ESRI consumer sentiment
index shows that Irish consumer confidentas weakened from 77.0 in February 2022 when
Dublin Airport finalised its commercial revenue forecasts to 53.7 in July 2022.

6.2.2 2SS INBS 6AGK GKS /2YYAaarzyQa | LILINRFOK Ay
for the 2023 starting position. Toka outturns from 2022022 would be flawed given the
materially lower passengers in 2020/21 and at the start of 2022 and also the fact that since
passenger volumes have recovered in 2022 the Irish originating proportion has increased to
62% in Q2 2022 updm 52% in Q2 2019.

6.2.3 In setting its commercial revenue projections for the period2@0226, the Commission has
applied its passenger traffic projections which it set for th2Draft Decision The
Commissiorhasproposed a passenger volunfierecasthigher than the passenger volume
set out in Dublin Airpof 2022 Regulatory PropositioriThis has resulted in a differential
between the @mmissiorand the Dublin Airport commercial revenue forecastjjjjiigor
20232026.
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6.2.4 28§ St 02YS (KS posal v Yeltiodutethg eling inéBtive scheme for the
period 20232026, however the proposal for the casigrward to be capped at 10%ill likely
exclude more materighitiatives

6.2.5 We note that the Commission has not included a capital allowancesswcsated revenue
target for the pickup and drop off project, not only will this project improve the efficiency of
the departure roads it will also have the added benefit of reducing airport charges due to the
additional contribution of- per annum, so we therefore ask that the Commission
reconsider their decision not to include this allowance.

Passenger Forecasts

6.3.1 In setting its commercial revenue projections for heriod 203-2026, the Commission has
applied its passenger traffic projections which it set for th&2Draft Desision The
Commissiorhasproposed a passenger volunfierecasthigher than the passenger volume
set out in Dublin Airpo@ 2022 Regulatory Roposition. Dublin Airporthas outlined its
response in relation to thisegulatorybuilding block in chaptet.

6.3.2 In the 2022 draft decision, the Commissimmposed a passenger volunfigrecast which is
based oran average annual growth 8% whileDublin Airport igproposingtraffic growth of
6% per annunfor 20232026 Thiswill leadto a 1.1m differential in forecastpassenger
numbersby 2026. The passenger forecast variance results in higher commercial reserfiue
¢l over the period 2022026.

Consumer Sentiment

6.3.3 Consumer sentiment has fallen back again to levels last seen during the COVID crisis in 2020,
continuing the trend from QJ1Driven by a lack of confidence in the world economy as a
whole. Closer to home, the main concerns exist around energy, fuel, housing, financial
lending and general economic uncertainty.

6.3.4 In a recent KBC consumer sentiment survey 59% of respondents said they intended on cutting
back on noressentialspending with 37% saying they intended to cut back on essential
spending.

6.3.5 The aboveclearlysignals challenges ahead for commercial revenue generation with particular

challenges expected in theore discretionaryareas of car parking and retairhiscould
render the current forecast growth assumptions for these areas unattainable for-2028.

2022Market Dynamics

6.3.6 While passenger volumes are now increasing at Dublin Airport in the aftermath of the-COVID
19 pandemic, it should be noted that there aseme shoriterm factors in terms of market
dynamics that are influencing the commercial revenues currently being generated.
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6.3.7

6.3.8

6.3.9

Irish originating passenger are accounting for a higher proportion of total passengers. In Q2
2022 62% of passengers were Irisigorating this compares to psgandemic where Irish
originating accounted for 52% of passengers in 2019.

Irish residentsaare more likely to travel by car to the airport, have higher car park usage and
(Dublin Airport Travel ServiclBATSusage.

HGUREG.3 IRISH VS NOMRISH RESIDENCY TRAVEL

* 62% of passengers are living in Ireland — Irish/Non Irish Residency

significantly higher than pre-pandemic (52% 1003

Q119) and higher than last quarter (61% Q1 22) 80%
« HHEEEN N

= Irish residents more likely to travel by car to the 0%

airport, have higher car park usage and DATs 20% ﬁ ﬁ ﬁ 57% ﬁ 62%
usage. 0% - .
a1 a2 Q1

. . a2 a4 Q2
= They also tend to score slightly lower in 2019 2019 2019 2019 2020 2022 2022
satisfaction — tougher standards on our own
airport. M Island of Ireland Res W Non-Irish Res

Irish Vs. Non-Irish Residence
Method of Travel to Airport Q2 2022

0.0
S Hire car Taxi Bus/coach direct
to airport

Residence Irish % Residence Non-irish %

(Source: Dublin Airport Passenger Tracking Q2 2022)

Car parking capacity

The temporary closure of a competitor car pdréis resulted irover 6,000 spacebeing
removed fromthe market along with the increase in Irish originag passengers has
increasedthe demand for Dublin Airport car parkshis has meantat yield managemset

has been required to ensure car parks do not fully sell out during peak periods i.e., Dublin
Airport needs to ensure there is sufficient space for passengers to arrive and park on the day
of travel to avoid passengers missing flights and congestiommawsding roads.

< X X X XX XX XX
I < X X X XX XX XX
I > X XXX

Outlook for Commercial Revenues 202826
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6.3.10

6.3.11

6.3.12

6.3.13

6.3.14

6.3.15

6.3.16

Dublin Airport would liked urge the Commission to resist any proposals by other airport
stakeholders for further increases in the Dublin Airport commercial revenue projections

going forward in the Final 22 Interim Review DecisioA S 06 St AS@S GKIFG /! w
ambitious forecast will be the maximum that will be potentially achievable over the period
20232026.

When forecasting commercial revenues for 3026, the Commissionmust be cognisant
2F (GKS F2tft2¢Ay3a FLOG2NR GKIG GAffgroNBadNRO
commercial revenues in the next regulatory period.

There are a number of supp$yde constraints and capacity shortages that are likely to render
revenue growth less responsive to passenger traffic increases.

Retail floor space:in order for an aport to maintain and improve its commercial
performance, it is necessary for increases in retail floor space as passengers increase
beyond 2019 levels.

Car parking:Car parking operations are expected to face capacity constraints again as
passenger voluneerecover past 2019 levels.

Commercial property Commercial property reached occupancy of 99% in 2019. This has
resulted in some customer requests for property not being satisfied in recent times.
Commercial concessions (car hir€ar rental facilitiesvere operating at capacity in
2019, imposing significant operational pressure on car hire companies and impacting on
customer experience.

Internationallz. | ANLIR2 NG AQ O2YYSNOAIf odzaAySaasSa KI @S
the retail and mobility industries undertake fundamental structural transformations. The
reduction in commercial revenues we have observed as a result of €@WhAs been

mirrored across airports internationally.

Thelrisheconomy, and those of other countries internationally, is currently facing aafest

living crisis that is expected to last for some time. Consumer price inflation is forecast to
average 6.5% in 2022, driven by increasing wholesale energy, fuel androes. This is
expected to result in falling real incomes and weaker consumer confidence, which in turn are
likely to affect disposable incomes and constrain household spending. The latest Central Bank
estimates indicate consumption growth of 7.4% in 202@wing to 4.7% in 2023 and 3.9% in
20245,

Macroeconomidorecasts are currently subject to high uncertainty given the Russian invasion
of Ukraine and the drivers of energy price inflation.

Theconstructionof Terminal 2 and other enhancements acrose Dublin Airport campus
have ensured that capacity had been sufficient to meet growing demand from passengers
and businesses alike in the last regulatory periddwever, agpassenger volumes start to

B/SYGNIt . Fyl 2F LNBflIYR OHAHHOUY WyvdzZ NHSNI e . dzft SGAy

59



6.3.17

6.3.18

6.3.19

return to 2019 levels, we expect to see capacity issaeross our commercial portfolio that
are expected to dampen future growth in commercial income.

CIP projects noincluded in the commercial revenue forecast

Two commercial CIP projects have not been included within the commercial revenue targets
for the period 20226 ¢ the drop off and pick up project (CIP.20.04.032) and the OCTB
refurbishment (CIP.20.04.034).

For the drop off and pick up project, both the CIP allowance and commercial revenue target
have been excluded from the draft decision. Astesfain the Dublin Airport proposition
document thisproject has multiple drivers including removal of congestion and traffic build
up on the departure roads, extend the asset life of existing infrastructure, together with
introducing a product and assoo@t commercial rettn. The project is expected to deliver

an incremental income statement benefit offfj p.a. by 2026 which would result in lower
airport charges by -ent per passenger. Based on the above information this project and
associated resnue target should be included in the final decision.

The capital allowance for the OCTB refurbishment is included in the draft decision however
the uplift in commercial revenues from this projéwtd not been included within the forecast

due to the linkbetween the uplift in the rental charge payable by the Regulated Entity to daa
group which has been disallowed in the opex forecast.

I - the final decision Dublin Airport request that the full rental charge for space occupied in

6.3.21

6.3.22

DAC be reflected it the opeforecast and also the uplift in property income-
associated with the OCTB project.55%of the space occupied in DAC relates to staff who
have relocated from OCTB. The business case for the OCTB development has been updated
to include this rental charge as incremental opex and the project still de ||| Gk

B 2 7

Rolling incentives

The 2019 Determination maintained the rolling incentive scheme for commercial revenue to
ensure Dublin Airport was incentivised to grow commercial revenues at all stages throughout
the regulatory cycle. The application of a rolling schemenallos to retain incremental
revenues for a period of five years. The rolling incentive is based on a per passenger target
for retail, car parking and advertising and a gross revenue scheme for commercial property.

Although the rolling incentive scheme was suspended for 2021, our view is that it remains an
important regulatory toolthat removesthe potential distortionsof a fixed lengthprice
control, ensuring thatDublin Airporthas the samencentives tointroduce commercial
revenueinnovations in year 1 or year 4 of the price contiidiis is particularly valuable in the
context of a single till regulatory framework where the incentives to increase commercial

A x4 60



revenues are otherwise diluted. The rolling scheme #thaontinue to apply in the next
period.

6.3.23  We note the proposal to cap the outperformance subject to céoryard at 10% of the
target. Dublin Airport suggest that this cap is removed in the final decision to ensure the
rolling incentive scheme would apply more material initiatives above this 10% threshold.
An example of an initiative that benefited from this rolling incentive scheme in the last
regulatory period waj | Il of Fast track. If the 10% cap was in place at that time
the uplift relating to this commercial initiative would not have been included in the rolling
incentiveadjustmentfor the 2019 Determination
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6.4.1 Dublin Airport presented its commercial revenue forecasts for 20236 in its 2022
Regulatory proposition where it projected total commercial revenue- in 2023
increasing tdjjjjij in 2026.

-  TABLEG.4 DUBLINAIRPORT COMMERCIAL REVENUE FORBG232026

6.4.2 Dublin Airport has preparethese forecasts on a bottorup basis building on our expert
knowledge of our commercial business, assessment of the unique set of challenges that we
will face in 20236 and analyis of wider trends in each of our business segments, particularly
any longterm changes as a result of COMI

6.4.3 While these commercial revenues forecasts may be somewhat more conservative than the
Q Y Y A a dprojaciionsi we believe they represent a nearealistic forecast of our likely
revenue yieldover the next regulatory period 2023026.

6.5.1 Dublin Airport believes that in the 2022 Draft Decision, the commercial revenue projections
set bythe Commissioarebased orambitiousrevenue per pasenger targets. Although there
is no material divergence from Dublin Airport targets on a per passengerthagiassenger
traffic forecast upon which theommercial revenudorecasts are basebas resulted in an
overly ambitious target

6.5.2  The Commissid®®d O2YYSNOALIf NBOSydzS LINRe2SOaficcyd | NF

targets that are based on an unconstrained demand forecast which assumes that the airport
has no capacity impediments for facilitating this growitie believe that this makes the

A % 4 o



6.5.3

6.5.4

6.5.5

6.5.6

Commii A 2y Qa O2YYSNDALIt NBGSy dzSunattéirfatdefof Dublih Y6 A i A 2
Airport to achieve over the period 202926.

The Commissidd inal commercial revenudorecastneeds to takeaccount of the current
falling consumer sentiment which is likely to negatively impact our commercial revenue yields
going forward.

In addition,the Commissioshould maintain 2019 revenue per passenger as the baseline for
its forecast rather thaffiorecastingthat any of the temporary market dynamics will continue

Dublin Airport would request that in itsnal decisionthe Commission readjusts its current
proposed commercial revenue targets to reflect more realistic passenger projections.

We belS@S GKIFIG GKS O2YoAylLaAz2y 2F FFOG2NAR 2dzi
commercial revenues highly ambitious and potentiaihachieveble over the period 2023
2026 thereby exposing Dublin Airport to further business risk.

CommerciaRevenueChapterSummary

U Inits 2022 draft decision, the Commission has set ambitious commercial reve
GFrNBSGa 6gAGK G2GFf NBGSydzS F2NBOI a
2026.

U Dublin Airport believes that in the 2022 Draft Decision, the commercial revent
projections set byhe Commissiomre based orunattainablerevenue per
passenger targets.

ElAs per our 2022 Regulatory Proposition, Dublin Airport has projected total
commercial revenues (G - . v 2

U The Commissid2fnal commercial revenuéorecastneeds to takeaccount of the
current falling consumer sentiment which is likely to negatively impact our
commercial revenue yields going forward.

U There are a number of suppbjde constraints and capacity shortages thedt
likely to render revenue growth less responsive to passenger traffic increases

U Anumberoff F OG2NA KI @S O2Y0AYSR (G2 NBYR
revenues highly ambitious and potentially difficult to achieve over the period
20232026 thereby exposing Dublin Airport to further business risk.
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7.1.1

7.1.2

7.1.3

7.2.1

Cost of Capital

Following the publication of the 2022 Draft Decision, NERA was asked by Dublin Airport to
analyse the cost of capital proposals put forward by the Commission and Swiss Economics.
We highlight their main findings in the discussion set out bedod the fullNERA report can

be found in Appendig.

In the following sectionwe examine the approach taken by Swiss Economics in their
derivation of their WACC proposake highlight what weconsider arethe flaws in this
approachandwe respond with our alternatie WACC proposal for 202826.

The following table sets out thempirical values for each of the WA@@rametersput
forward by the Commission and Dublin Airport.

TABLE/.1 DUBLINAIRPORT REQUESTED VS SWISS ECONOMICS WACC CALZARATION

DUB Reg Prop Approach 2

Parameter Lower Upper
Bound Bound
Gearing 50% 50% 45% 55%
Risk Free Rate -0.94% -0.60% -1.59 0.54%
Total MarketReturns| 6.8% 7.0% 5.7% 6.81%
Equity Risk Premium 7.7% 7.6% 6.77% 7.87%
Asset Beta 0.64 0.74 0.52 0.59
Equity Beta 1.28 1.48 0.98 1.12
Cost of equity (after
quity ( 8.9% 10.6% 555% 7.65%
tax)
Cost of debt (pre
(P -0.23% 0.00% -026% 0.14%
tax)
Pretax WACC
. 4.9 6.09% 3.35% 3.99%
(before aiming up)
Aiming up 0.5% 0.5% 0.5% 0.5%
Pretax WACC (post
e (Post| & 1704 6.59% 3.87% 451%
aiming up)

In setting the WACC allowance for 262®6, Dublin Airportis of the viewthat the

Commissiorshould havaaken account othe following
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The mpact of COVIR9 on ublin Airportfinancials and more generality the aviation

marketwhere it iswidely acepted that aviatiorhas now becoma riskier industry

The ecent cost of capital determinationsy other regulabrs primarily the CAA H7

decision forHeathrow Airport which providel for a higher asgebeta in the WACC
allowance(compared to the previous @determination)to reflect higher airport risk.

Theprevious Commissiotost of capital determinations (2014 and 20%jere the asset

beta was calculated for a lower risk environment.

The credibilityof 0 KS / 2 YYA &daA2yQa OdzNNBy (i2022Dfait LINE LJ?
Decision is not proposing anigk sharingnechanismit doesnot recognise tle increased

level of risk in theairport sector Against this backgroundt is not tenable for the
Commissiond proposean asset betdor Dublin Airport which islower thanthe asset

beta for Heathrow Airport and lower than thed |l £ dz§ dza SR Ay (GKS [/ 2Y)
previous2014Determination

7.2.2 In its 2@2 Draft Decision,the Commission has proposed a real+ag weighted average cost
of capital (WACC) of22% for Dublin Airport over the period 2822026 based on a BBB+
credit rating This proposal is based on a Cost of Capital study prepared by Swiss Economics
on behalf of the Commission. In its analysis, Swiss Econapdesed its original estimate of
the WACGQor Dublin Airport carried out in 2019. The Swiss Economics updatedatsinf
4.22% for Dublin Airporis based on a cost of equity of 6.60% and a cost of delft b9%.

7.2.3 Dublin Airport contends that a real cost of capital &2%6would providean inadequate rate

of return over the period 2022026 and this in turn woulddad to a significant deterioration
Ay GKS 02 YLIJI yaével thengxhrghlilatoySeriod. A £ A G &

Key shortcomings in Swiss Economi8ralysis

7.2.4 5dzof Ay ! ANLIE2 NI 0StAS@OSa (KI (122 iKased MEWACCA A 2 Y Q
analysigrovided by Swiss Economics which is flawed in relation to the following aspects

In itscost of equity estimatgSwiss Economidscorrectlyderives itsasset betdor Dublin

Airport basedon:

a. Acomparator set and risk assessment weighting schermieh isflawed, leading to
undue reliance on airports with significantly lower risk

b. Aselectiveuse of data to estimatéhe asset beta which leads to a failure to recognise
the impact that COVID B&adon airportsCbhetas.

In its cost of debt estimate, Swiss Econonaigplies a flawed approach whedyg:

a. It fails to include issuance/debt transaction costs to the bank margin for embedded
debt costs, which is inconsistent with regulatory precedent seduiforities such as
the CMA
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7.3.1

7.3.2

7.3.3

7.3.4

7.3.5

7.3.6

b. It appliesa forward uplift based on the European forward rate (instead of the Irish
forward rate) which is incorrect asthis fails to fully reflect Irish country risk in
comparison to other highating Eurearea countries.

The main shortcomings img&ssEconomic approach lie in the asset beta andst of debt
estimatiors. For each of these parameters, this section sets out the main methodological
isstes, how they produce undearstimatesand our proposedrevised approach to generate
accurate estimates.

Issues withthe Asset Beta estimation

1. Exclusion of Pandemic Data

In its updated 2022 report, Swiss Econongisimates its revised 2022 asset beta for Dublin
Airport based ompre-pandemic datagrior to, and up tothe end of 2019) angost-pandemic
data (i.e. from the beginning of 202hwards) The exclusionf pandenic period data leads
to significant underestimain of Dublin AirporQ ldeta.

Swiss Economicdated that itexcludal 2020 datain order to remove the distortions caused
by the @VID19 pandemicand it suggestedhat the coomovements betweerairports and
stock indices had normalised by the end of 2020.

Given that the effects of the pandemic are ongoing, it is therefore appropriate that in the
2022Interim Reviewthe Commissiorshould take account of the current financial situation
faced by he airport and include the 2020 data.

Swiss Economicdecision was erroneouso exclude pandemic data on the basis that
AYGSNBSyGA2y o0& LNARAK I2OSNYYSyd IyR GKS
shows that the comparator airports also réeed government and regulatory support
throughout the pandemic. This means that the empirical beta estimates of comparators
already take into account the risk mitigating effects of government and regulatory support
and are thus relevant to Dublin Airport.

We believe that Swiss Economics was wrong to conclude that the impact of the pandemic on

beta risk is negligible, as market evidence shows an increase in beta from around 0.55 to 0.75

/

2Y

F ONRP&a 5dz0t Ay ! ANLR NI Qa Cperdddndhdibataslard fefito R dzNK Y

return to pre-pandemic levelsWe are concerned that if thGommissioncompletely ignores
the impact of traffic shocks when setting the regulatory WACC it will consistently
underestimate the required rate of return.
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7.3.7 DublinAirport believes thathe selective use of data by Swiss Economics amounts to second
JdzSadaAy3d WNBIEQ Ay@Saia2NBEQ LISNOSLIIA2yazr gKAO
the asset beta should be estimated based on market data.

7.3.8 Dublin Airportbelieves that the asset beta range of 0:8659 estimated by Swiss Economics
giving rise to the point estimate of 0.56 adopted by the Commissiorigsificantly
underestimated due to the abovepproach.

2. Sampling/Benchmarking~laws

7.3.9 As per its 2019 studygwiss Economics used a benchmarlkrercise to establish empirical
evidenceto underpin its estimatdor the asset beta for Dublin Airportiowever, Dublin
Airport believes that thidenchmarkingexerciseis flawed and does not prage a reliable,
accurate estimate olaaQa oSGl FyR (Kdza Ada 2!// @

7.3.10 In its 2022 studySwiss Economics used empirical evidence for 9 listed airports and regulatory
decisions for unlisted airportdn deciding on these comparatoisused a weighting sceme
that assigns scores to each comparator based on their comparability to Dublin Amport
regard tothree risk categories (regulatory environment, demand structure and business
structure)

7.3.11 Forthe listed airpots, Swiss Economicthen estimated the 1-year daily, 2year daily and 5
year weekly betas against a European index (except for Auckland, Sydney and Turkish airports
which are estimated based on the respective local indices)

7.3.12  The set of comparator airports is artificially largemprising many poor comparatorBublin
Airport believes that thestarting pointfor this benchmarking exerciss incorrect,asrather
than seeking to identify theorrectcomparators with regards to the route and exposure to
non-diversifiable risk, Swss Economics has sought identify the widest possible
comparatorsset irrespective of their risk profileto guard against the impact of potential
outliers in the estimation. This then creat@ need to develop a mechanistic and artificial
methodology touse all airports as part of the estimation process.

7.3.13 Redundant or irrelevant dimensions of systematic:rigke understand thathe dimensions
of systematic risk considered byiSs Economics camt times be redundant or even
becomea falseindicator, and we are concernedhat they aregivenundue importancein
determiningthe asset betdor Dublin Airport In this instanceSvissEconomicss implicitly
assuning that the systematic risk is evenly distributed within the dimensions of
compardility.

7.3.14 In our view thee are several flawsmplicit in this approach
A low proportion of commercial revenue of total source of revenue implies a high
proportion of aeronautical income. It is waktablished that aeronautical income,
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7.3.15

7.3.16

7.3.17

7.3.18

7.3.19

7.3.20

generated through dtal number of passengers, is almost perfectly correlated with the
SO2y2Ye&Qa LISNF2NYI|-giverSifiablefisk. § KSNET2NE y2y
Furthermore, for those operators under a single till structure, the assessment of
comparability to Dublin based on commerciaveaue share is flawedi.e. the single till
approach overrides the source of income consideration.

Arbitrary choice of metrics and thresholds for comparability:

We believe thain some cases the metrics adopted (tlee origin of nhordiversifiable risks)

to assess the dimensions of systematic risk seem less relevant than others available for that
dimension. &issEconomicsused the number of flights and passengers to estimate demand
volume risks, but a better prediat of its volatility would have been the mix of flag vs {ow
cost carriers, or the mix of business vs leisure passengers

In some caseswve believe thathe threshold for the metrics adopted (i.e. the origin of Ron
diversifiable risks) to assess the dirs@ms of systematic risk seeaharbitrary. For example
Swiss Economicsassumel that a 60% aeronautical revenue share quedifas comparable
with Dublin Airport.

When comparator airports diffed across the various dimensions identified bwiss
Economis, no attemptwasmade to estimate the direction and scale of any divergence from
the Dublin Airporteta.

The poorer the comparator, the more overwhelmingly it tends to uretimate Dublin

I A NLJ2 NITKsiwoddShéve shown that, for each charaster G A O SEOSLII a&aid2C
NBE3IdzZA FG2NJ SAGAYFGSE YR dalF SNRYFdziAOlFf NBDBSY dz
with Dublin Airportimplies that the beta observed for the comparator is an underestimate of

LA A s

ourassed SU I @ 2 A 0K NBRALKCIOR @@ NBRIRIOIG2N SAGAYIF (S
Unmitigated retention of outliers in the sample:
No attempt was made to explain the reasons for outliers in the sample usks.a

consequence, we believe thaach benchmark teret to underestimate the beta of dblin
Airport, all the more so the less comparable thegre.

Excessive combined weight adqgr comparatorsThe consequences of ttilaws outlined in

this approactare that
Almost half of the weighting of the current estimgi7.1%) derived is from airports that
by SvissEconomicsown assessment are poor comparators.
Even the worst comparater(assessed with a comparability score of 3 out of 9) are given
a 5.7% weighting, and marginally less poor comparators (4 out of 9) 7.5% weighting (By
comparison, a higher quality benchmar& out of 9- only weighs 11.3%).
While individually these appd) Wf A AKGQ Sy 2dzakK ¢gSAIKGazx GKS
of the estimate is attributable to poor quality benchmarks.
The lack of consideration of whether the sampled airports are more or less exposed to
systematic risk than iblin Airportdoes not enake the Commissiorio assess whether
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is underbverestimated

Flawed assessment of comparators:
7.3.21 Notwithstanding our concerns set out above with the benchmarking methodology employed,

Dublin Airportdoesnot agree with the majority of comparators chosen hyis$ Economics

on the following basis
Copenhagen and Auckland have unreliable total retuatad only 1 per cent of
[ 2 LISYKIF3ISYy ANLIRZNIQa &KFNBa IphdydiversifiddS RE 6 K
NZX exchange (of which Auckland itself make8 per cent of total market value). Both
airports also have highelliquidity than other compaators, as their share prices exhibit
a bidask spread of 1 per cent or more.
SydneyAirport is not subject to any formal price control, and is not located in the
European market, making it a poor comparator for Dublin.
ViennaAirport operates on a orngear price control regime, which is lower risk and not
O2YLJ NI 6f S (-gearSraxmewoikyhe BK CAAzAISD Excluded Vienna from its
comparator set on the basis of the illiquidity of its std&kVe note that the UK CAA
excluded both airports fromstcomparator set in itsl7 Final Proposals. For Copenhagen,
GKS 'Y /11 GEenitsReryiskall (pioporton of frlleating shares at
Copenhagen, which is materially lower than for our other comparators, we remain of the
view that its betacannot be estimated reliably, and we do not include it in either
O 2 Y LJ NI %FdrNdern& thePbCAA stated théitg S O2y Ay dz2S (2 @GASg |
as unreliable due to the lack of diversity in the NZ index. We do not consider that the
secondary lishg on the Australian index would materially improve reliability, since
AaSO2yRINE fAalAy3Ia GSYR (2 0SS ftSaa fAldzi
O2YLI NF G§2NJ FNRY 20K O2YLI NI G2NJ aSiaoQ
CNJ} L2 NI Q& LINAOS O2y (iNRf TdtheYedgitPoNthe cahitoK A 6 A (i &
period, making it lower risk thatime DublinAirport 4-yearregulatory determination
For airports that are unlisted, Swiss Economics relies on regulatory beta estimates. We
do not agree with the inclusion of Aeroporti di Roma and Gatwick Airport in the
Ol £ Odzf I (A 2-4I PRSYIKEGQ YoR®fadzYy Ay ¢+ ofS wmc 27F
since these regulatory decisions were made prior to the pandemic and hence do not
NBFfSOG G(KS NB I dzpanianitheins. @k $ote dhat thelr indlusidn inLJ2 a G
this column brings down the average. If Gatwick is to be included, then Swiss Economics
should at least uplift the beta by the same amount the CAA has for Heathrow (i.e. an
uplift of 0.02 to 0.11). Furthermore, for Heathrow, based on Table 9.2 of the H7 final
proposals, the prgpandemic asset beta should be 0.50 (rather than 0.47) and tisé po

3¢ 1bid, para 9.70.

YCAA (202209 02y 2 YA O NBIdz | (A2
YR AYLX SYSyaradi7ZA2y Qs Wdzy $
38 |bid.

Y 2F 1 SFGKNRS ! ANLI2NI [ AYAGS
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7.3.22

7.3.23

7.3.24

7.3.25

7.3.26

7.3.27

7.3.28

pandemic beta should be 0.61 (themid2 Ay 4 2F GKS /11 Q& NIy3S -
adjusting for the impact of the traffic risk share mechanigim).

CdzZf t RSGFAf& 2F 2dzNJ SELISNI FROA&A2NDaE 02y OSNY
out in the NERA report iAppendix2.

Alternative approach

A narrow sample ohigh-quality comparators:As an alternative NERA identifies a smaller
comparator set comprising AENA, ADP and Zurich, which are the closest comparators in terms
of beta riskbecause of their similar regulatory arrangement. All three airports operate under
multi-year (e.g. 5year) price caps that allocate volume and cost risk to the airport, which is
the principal beta risk. Other risk factogssuch as the composition of deand ¢ are
secondary.

There is strong regulatory precedent to support this approach where in its recent H7
NBE3IdzZA F G2NE RSOAaAA2Y F2NJ I SFGKNRG ! ANLRNIS (K
use of the above comparators for an airport opergtinnder an incentive based regulatory
framework such as HAL and DAA, and as a result the CAA chose either not to use the above
airports as comparators or to place less emphasis on their beta data.

We do notagree withSwiss Economics assertion that AEN& ADP alarger airport groups
with a portfolio of airports renders them inappropriate comparators for Dublin Airport.

¢2 GKS SEGSYd GKFEG !''9b! 2NJ !5t Q&8 3INBFGEGSNI aal
size means that they display loweeta risk than Dublin Airport. NERA explains that in terms

of the two comparators owning a portfolio of airports, the CAA considered this issue and

found that the impact on the beta risk was uncertain. NERA also calsthaten the case

of AENA and BP that 80 per cent and 90 per cent of revenues respectively are generated

from their main domestic airport, meaning their impact on the respective group betas is
minimal.

Dublin Airportdisagreeswith the Swiss Economics assertion thiagir large comparator set

reduces outlier effects2 NJ (0 KS / 2 YY A & dhkth\§rdl codpmnatar Setolld 2 y

lead to I NA a i 2F ARA238YONIGAO STTFSOlGxmwisda] SoAy3
Economic8approach 6 placing weight on all listed comparators has the effect of including

26 NRa] 2dzif ASNBRP® {9 LINRPGARSa y2 SOARSYyOS
20A8NDI GA2yad LYRSSRE GKSNB A4 ONBIR O2yaral
three comparators.

We noted that Swiss Economics previously used a narrower focussed comparator group to

estimate betan itsJanuary 2020 report prepared for French regulator WRIEh was similar
to the current approach used by NERA for é@stimation of the Dublin Airport betaNe

% 1bid, p. 36, Table 9.2.
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question the reliability ofi KS { & A & a appraaehty esiimiatihg &3set beta given that
the flaws outlined above and the fact tham aprevious assignmerfor ART ihad followed
established best practicend, in this instanceit follows an approach that lacks economic
basis

3. No COVIEL9 Uplift
7.3.29  Swiss Economics did not add an uplift to reflect the possibility of future events similar to
COVIB19 occurring and this was based on their view that
Governmentand regulatorshad providedmeasures to remedy the impact oO¥1D19
and this wouldreduce uncertainty in the financial markets regarding future catastrophic
events
BEventssimilar to COVIRY9 aresufficiently rare to not be included ithe estimation of
beta
The impactof COVER ¢p 2y 5dzof Ay ! ANLRRIMDE | aaSd oSil

7.3.30 Our advisorsNERAhave a number of concerns with this approach
a. Empirical evidence suggests that betas for airports liasteasedsince the pandemic
and are yet talecline topre-pandemic levelsAs shown, there was an increase in beta

from around 0.55 to 0.75 across the comparator set during the pandemic period, and
the betas are yet to return to prpandemic levels.

- HGURE/.1 ROLLING ASSET BETA ANALYSIS

(Source: NERA 2022)
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https://www.bankofirelandeconomicpulse.com/


















https://www.magairports.com/media/1571/mag-investor-presentation-fy19-interim-final.pdf



























https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.gov.uk%2Fcma-cases%2Fofwat-price-determinations&data=05%7C01%7CDeirdre.Lavin%40dublinairport.com%7Cedd1e4b75d82406c238b08da91a14a29%7Ce092c3e4727f40c685c85a0f7ae68d2b%7C0%7C0%7C637982419159361630%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=Mt7Ok0RW0CZMIT9IC9IW2NAyaEI9IT2PJpVHFpRVjKo%3D&reserved=0







































https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.gov.ie%2Fen%2Fpublication%2Fe9b052-consultation-principles-and-guidance%2F&data=05%7C01%7CDeirdre.Lavin%40dublinairport.com%7Cedd1e4b75d82406c238b08da91a14a29%7Ce092c3e4727f40c685c85a0f7ae68d2b%7C0%7C0%7C637982419159361630%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=urNj28HZtUEJSbh8y7zGpnPBLtbafOAzFC8nW1gt1Ys%3D&reserved=0
https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.gov.ie%2Fen%2Fpublication%2Fe9b052-consultation-principles-and-guidance%2F&data=05%7C01%7CDeirdre.Lavin%40dublinairport.com%7Cedd1e4b75d82406c238b08da91a14a29%7Ce092c3e4727f40c685c85a0f7ae68d2b%7C0%7C0%7C637982419159361630%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=urNj28HZtUEJSbh8y7zGpnPBLtbafOAzFC8nW1gt1Ys%3D&reserved=0




