




https://daacrm.sharepoint.com/teams/DublinRegPlan/PricingEconomicRegulation/Documentation/Economic%20Regulation/2022-Draft%20Interim%20Review%20Decision/Response%20to%20Draft%20Decision/22-09-16%20Dublin%20Airport%20Response%20to%20CAR%20Draft%20Decision.docx#_Toc114235594
https://daacrm.sharepoint.com/teams/DublinRegPlan/PricingEconomicRegulation/Documentation/Economic%20Regulation/2022-Draft%20Interim%20Review%20Decision/Response%20to%20Draft%20Decision/22-09-16%20Dublin%20Airport%20Response%20to%20CAR%20Draft%20Decision.docx#_Toc114235594
https://daacrm.sharepoint.com/teams/DublinRegPlan/PricingEconomicRegulation/Documentation/Economic%20Regulation/2022-Draft%20Interim%20Review%20Decision/Response%20to%20Draft%20Decision/22-09-16%20Dublin%20Airport%20Response%20to%20CAR%20Draft%20Decision.docx#_Toc114235595
https://daacrm.sharepoint.com/teams/DublinRegPlan/PricingEconomicRegulation/Documentation/Economic%20Regulation/2022-Draft%20Interim%20Review%20Decision/Response%20to%20Draft%20Decision/22-09-16%20Dublin%20Airport%20Response%20to%20CAR%20Draft%20Decision.docx#_Toc114235595
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ƛƴŎǊŜŀǎŜ ƛƴ ŦǳŜƭ ŎƻǎǘǎΦ Lƴ нлмфΣ ŀ ƳŜǘǊƛŎ ǘƻƴƴŜ ƻŦ ƧŜǘ ŦǳŜƭ ǿŀǎ ǘǊŀŘƛƴƎ ŦƻǊ ŀōƻǳǘ ϵрсн ƛƴ 

9ǳǊƻǇŜΦ .ȅ !ǳƎǳǎǘ нлннΣ ŀ ƳŜǘǊƛŎ ǘƻƴƴŜ ƻŦ ƧŜǘ ŦǳŜƭ ǿŀǎ ǘǊŀŘƛƴƎ ŦƻǊ ϵмΣммт ς i.e. a 99% 

increase.6 There have been various media reports with comments from airlines 

suggesting that the increase will inevitably impact on ticket prices.7   

 

2.4.6 The following table puts our proposed increase in airport charges at Dublin Airport in 

perspective alongside these other cost increases. 

- TABLE 2.1 THE INCREASE IN AIRPORT CHARGES AS % OF AIRLINE COSTS 
 

  % of 2019 costs 
% increase 2019-

2022 

% increase in 

2019 cost base 

A
e

r 
L

in
g
u
s 

Airport charges at Dublin Airport 9% 49% 4.4% 

Fuel 25% 99% 24.6% 

R
y
a

n
a

ir Airport charges at Dublin Airport 8% 49% 3.9% 

Fuel 37% 99% 36.4% 

 

 

 

2.4.7 Similarly, the table below examines the potential impact on ticket prices ς which makes the 

implicit assumption that higher airline costs would be passed 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 Airport ς 

focusing on short haul and long haul separately (taking an average across all airlines). As can 

be seen, for a return flight to a long-haul destination, the increase equates to as little as a 1% 

increase in price. 

 

- TABLE 2.2 THE INCREASE IN AIRPORT CHARGES AS % OF TICKET PRICE 

 Return ticket* 
Proposed increase in 

charges** 

% increase in ticket 

price 

Short haul - average return ϵ мпт ϵ фΦлс 6.2% 

Long haul - average return ϵ тмф ϵ фΦлс 1.3% 

 
6 Source: Bloomberg, European Jet FOB Rotterdam Barge Spot. 
7 CƻǊ ƛƴǎǘŀƴŎŜΣ aƛŎƘŀŜƭ hΩ[ŜŀǊȅ Ƙŀǎ ŎƻƳƳŜƴǘŜŘ ǘƘŀǘ ƘƛƎƘŜǊ ƻƛƭ ǇǊƛŎŜǎ ǿƻǳƭŘ ǊŜǎǳƭǘ ƛƴ wȅŀƴŀƛǊΩǎ ŀǾŜǊŀƎŜ ŦŀǊŜ 
όŀŎǊƻǎǎ 9ǳǊƻǇŜ ŀǎ ŀ ǿƘƻƭŜύ ǊƛǎƛƴƎ ŦǊƻƳ ŀōƻǳǘ ϵпл ǘƻ ϵрл ƻǾŜǊ ǘƘŜ ƴŜȄǘ ŦƛǾŜ ȅŜŀǊǎΦ 
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  
ϝϝ!ƛǊǇƻǊǘ ŎƘŀǊƎŜǎ ŀǊŜ ǇǊƻǇƻǎŜŘ ǘƻ ƛƴŎǊŜŀǎŜ ŦǊƻƳ ϵфΦол ǇŜǊ ǇŀǎǎŜƴƎŜǊ ƛƴ нлмф ǘƻ ϵмоΦуо ǇŜǊ ǇŀǎǎŜƴƎŜǊ ƻƴ 
average for 2023-нсΦ ¢Ƙƛǎ ŜǉǳŀǘŜǎ ǘƻ ŀƴ ƛƴŎǊŜŀǎŜ ƻŦ ϵпΦро ǇŜǊ ǇŀǎǎŜƴƎŜǊΣ ƻǊ ϵфΦлс ǇŜǊ return trip (i.e. x2) 

(Source: OAG data for June 2022) 

 

 

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
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2.4.8 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 our charges are regulated by an 

independent regulator and designed to be cost-ǊŜŦƭŜŎǘƛǾŜΣ ǘƘŜǊŜōȅ ǊŜǇǊŜǎŜƴǘƛƴƎ ǘƘŜ ΨŦŀƛǊΩ 

economic price to use the airport. Also, as we levy the same charges to all airlines, they do not 

represent a source of inter-airline rivalry at Dublin Airport, and airlines should be able to pass 

through the increase in full to passengers.  

 

2.5 Dublin Airport Review of Price Cap Formula Application 

2.5.1 Seminal to the Airport Charges review is the application of the /ƻƳƳƛǎǎƛƻƴΩǎ ǇǊƛŎŜ ŎŀǇ ŦƻǊƳǳƭŀ 

as part of the regulatory Decision. Fundamental adjustments are applied to the price cap 

traditionally in the form of inflation adjustments, management of over/under recovery, 

service quality bonuses and capital expenditure triggers. Given the current macro 

environment any discussion on charges must be informed by analysis of inflation and the over-

under recovery position.  
 

Treatment of inflation in the price cap 

2.5.2 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 set in 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 

Airport is protected from general inflation risk, which is particularly relevant in the 

current high and unpredictable inflation environment.8  

 

2.5.3 As the Commission notes, such protection is particularly relevant in the current 

macroeconomic environment. This protection was fundamental to a number of decisions 

ƳŀŘŜ ŀǎ ǇŀǊǘ ƻŦ /9t!κ¢ŀƛƭƻǊ !ƛǊŜȅΩǎ ǊŜǾƛŜǿ ƻŦ ŜŦŦƛŎƛŜƴǘ ht9·Σ ǎǳŎƘ ŀǎ ŜȄǇƻǎǳǊŜ ǘƻ ŜƴŜǊƎȅ 

prices.  

 

2.5.4 However, ensuring that companies are protected from outturn inflation risk within a regime 

in which nominal charges are set ex-ante requires careful regulatory design. Economic 

regulators have broadly taken two approaches to ensure this protection:  

 
8 /!w όнлннύΣ Ψ5ǊŀŦǘ 5ŜŎƛǎƛƻƴ ƻƴ ŀƴ LƴǘŜǊƛƳ wŜǾƛŜǿ ƻŦ ǘƘŜ нлмф 5ŜǘŜǊƳƛƴŀǘƛƻƴ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ 
нлно ǘƻ нлнсΩΣ нн WǳƭȅΣ ǇΦ нΦΣ ŀŎŎŜǎǎŜŘ ƻƴ мп {ŜǇǘŜƳōŜǊ нлнн ŀǘΥ 
https://www.aviationreg.ie/_fileupload/2023%20Interim%20Review/Draft%20Decision_Final.pdf  

https://www.aviationreg.ie/_fileupload/2023%20Interim%20Review/Draft%20Decision_Final.pdf


https://publicapps.caa.co.uk/docs/33/CAP2365D%20H7%20Proposals%20Section%203-kb.pdf
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2.5.10 Lƴ ŀŘŘƛǘƛƻƴ ǘƻ ƻǳǘƭƛƴƛƴƎ IŜŀǘƘǊƻǿΩǎ ŜƴǘƛǘƭŜƳŜƴǘ ǘƻ ƛƴŦƭŀǘƛƻƴΣ ŀƴŘ ǘƘŀǘ ǘƘŜ ǳǎŜ ƻŦ ǇǳōƭƛŎƭȅ 

available inflation forecasts would be an appropriate approach for Heathrow to take in 

seekiƴƎ ǘƻ ŎƻƳǇƭȅ ǿƛǘƘ ƛǘǎ ǇǊƛŎŜ ŎŀǇ ƻōƭƛƎŀǘƛƻƴǎΣ ǘƘŜ /!! ŀƭǎƻ ŀŘƧǳǎǘŜŘ ǘƘŜ ΨY-ŦŀŎǘƻǊΩ 

mechanism to explicitly account for over- or under- recovery of inflation. 

 

5ǳōƭƛƴ !ƛǊǇƻǊǘΩǎ ǇǊƻǇƻǎŜŘ ŀǇǇǊƻŀŎƘ ǘo indexation and inflation for Final Decision 

2.5.11 There are a number of options for adjusting the revenue yield cap to ensure that within-year 

inflation is accurately reflected in the charges that Dublin Airport can recover from its users. 

 

2.5.12 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 approach, we would use an inflation forecast for the year, with a true-up 

mechanism to recover any over- or under- collection.  

 

2.5.13 The true- up would be a standalone adjustment 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 (K-factor) application 

2.5.14 As detailed in the Dublin Airport Regulatory Proposition submitted in May 2022, we request 

the continued application of the K factor term in the regulatory formula to allow for a limited 

carry over of under recovered revenues against the annual price cap. The K-factor application 

is necessary due to the high level of uncertainty in the market.  

 

2.5.15 However, given the current market instability, the level of the K-factor under-recovery 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 to potentially sub-optimal pricing decisions. Therefore, Dublin Airport 

requests that the cap is increased from 5% to a minimum of 10% for the period 2023ς26. 

 

2.5.16 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,10 airport charges are often differentiated on the basis of the season and according 

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 estimating trafŦƛŎ ǊŜƭƛŀōƭȅ ŀƴŘ ǘƘŜ ŎƘŀƴƎŜǎ ƛƴ ǇŀǎǎŜƴƎŜǊǎΩ 

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 the K-factor. 

 

 
10 For example, regulated water and energy network tariffs are typically set as a combination of a fixed charge 
per customer/household and a charge per unit of consumption.   



https://publicapps.caa.co.uk/modalapplication.aspx?appid=11&mode=detail&id=6072
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3.3 Legislative and Policy Consideration  

Assessment of options under Section 5.4 ƻŦ /ƻƳƳƛǎǎƛƻƴΩǎ 5ǊŀŦǘ 5ŜŎƛǎƛƻƴ  

3.3.1 We have considered the various scenarios presented by the Commission under Section 5.4 of 

the 2022 Draft Decision with respect to how to implement a Determination, depending on 

when the Air Navigation & 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 the objective regarding the 

interests of current and prospective users of Dublin Airport.  

 

3.3.2 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 depending on the 

circumstances, just for the purposes of completeness. 

 

3.3.3 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 

particular it 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. 

 

3.3.4 As regards the options which involve a Determination being made prior to the ANTB being 

enacted, 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 which the Commission may carry out a review of a settled 

determination.  Section 32 (14) of the 2001 Act makes clear that the Commission is 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 review (and subsequently amend, where necessary) 

of a determination if it considers that there "are substantial grounds for so doing".  The 

Commission has cited the outbreak of the COVID-19 pandemic and the knock-on 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 long-term, 

unprecedented impact that the C-19 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.  

 

3.3.5 We acknowledge that discretion rests with the Commission in respect of which option is 

chosen for implementation of a Final Determination.  In doing so, the Commission must act in 

line with the relevant circumstances at the time and the relevant legal principles, including 

notably the following:  
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4.1.9 Ryanair provided both the Commission and Dublin Airport with a forecast for the period, 

which we intend ǘƻ ǳǎŜ ǘƻ ΨǎǘǊŜǎǎ-ǘŜǎǘΩ ǘƘŜ ƎǊƻǿǘƘ ŀǎǎǳƳǇǘƛƻƴ ƛƳǇƭƛŎƛǘ ƛƴ ǘƘŜ !/L ŦƻǊŜŎŀǎǘΦ 

While Ryanair provided a low, central, and a high scenario, Dublin Airport believe it is prudent 

to use the central scenario for the purposes of the forecast. If the ACI Europe FC for 2025 / 

2026 was achieved and Aer Lingus kept up with the growth (9% in 2025 and a further 9% in 

2026), this would result in other carriers growing by 1.6 million passengers in 2025 (18%) and 

a further 1.9 million in 2026 (18%).   

 

 

 

 

4.1.10 If wȅŀƴŀƛǊΩǎ central forecast was to be used with an assumption that they would not cede 

market share from 2019, which stood at 43%, the forecast would be 30.8 million for 2023 / 

2024, rising to 31.8 million for 2025/2026. Dublin Airport believe this is too low for the latter 

years as it does not see traffic reaching 2019 levels in the period. 
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4.2.6 Any forecast for traffic in Dublin Airport should not be unconstrained due to the capacity 

constraints that Dublin Airport have prior to the delivery of infrastructure. In Summer 2022, 

there was no availability in overnight contact stands in the airport. 

 

4.2.7 Dublin Airport believe that the CƻƳƳƛǎǎƛƻƴΩǎ forecast is a very optimistic case, which only 

partially reflects the views of industry stakeholders. Considering the exceptionally high 

volatility currently in the market, along with the yet unknown full pandemic recovery, we 

believe it is prudent to adjust this downwards. 
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- FIGURE 4.3 EUROCONTROL SEVEN-YEAR FORECAST 

 

4.3.10 As stated within the EUROCONTROL Forecast Update 2021-2027, European aviation capacity 

has stagnated.13 

 

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 Airport at c. 39 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 2024-2026 

years. However, they are tracking in line with the May 2022 iteration for 2022 and 2023. 

- FIGURE 4.4 ACI EUROPE VS DUBLIN AIRPORT FORECASTS 

 

 

 

 

 

 

 

 

(Source: ACI, Dublin Airport) 

4.3.12 This traffic ŦƻǊŜŎŀǎǘ ƛǎ ǎǘƛƭƭ ōŜƭƻǿ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǇǊƻƧŜŎǘƛƻƴΣ ōǳǘ ƛǘ ǊŜǇǊŜǎŜƴǘǎ ŀ ƳƻǊŜ 

realistic mid-range scenario over the next regulatory period from 2023-2026 when all of the 

current risk factors are considered. 

 
13 EUROCONTROL Forecast Update 2021-2027 | EUROCONTROL  

2019 2020 2021 2022 2023 2024 2025 2026

High  .  .               71            178            203            206            211            219 

Base            188               71               70            166            175            183            187            191 

Low  .  .               67            120            140            149            167            170 

High 38% 95% 108% 110% 112% 116%

Base 37% 88% 93% 97% 99% 102%

Low 36% 64% 74% 79% 89% 90%

Ireland

Terminal Navigation 

Service Units (Thousands)

Ireland - % 

of 2019

 

https://www.eurocontrol.int/publication/eurocontrol-forecast-update-2021-2027


https://www.esri.ie/system/files/publications/QEC2022SUM.pdf
https://economy-finance.ec.europa.eu/economic-surveillance-eu-economies/ireland/economic-forecast-ireland_en
https://www.centralbank.ie/news/article/higher-real-income-growth-reduced-spending-and-precautionary-savings-contributed-to-significant-increase-in-irish-household-deposits-during-the-pandemic-20-july-2022
https://www.centralbank.ie/news/article/higher-real-income-growth-reduced-spending-and-precautionary-savings-contributed-to-significant-increase-in-irish-household-deposits-during-the-pandemic-20-july-2022
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


 

  40 

airlines and service providers there has been an unfortunate knock-on effect felt by 

passengers across Europe. Albeit Dublin Airport initially faced issues with processing 

passengers throughout the Dublin Airport campus, there have been zero flight cancellations 

due to capacity restrictions imposed by Dublin Airport.   

 

4.4.12 We look at other major airports such as Heathrow, who recently announced an extension to 

their summer capacity restriction of 100,000 passengers per day now valid until 29th October 

202222. Such measures will have major impacts on airline capacity, with British Airways 

cancelling 629 flights from the remainder of its Summer 22 season and 10,000 seats ƻƴ ƛǘΩǎ 

short-haul network (8% Winter 22/23 season)23 . Outcomes such as this must be considered 

going forward as the Dublin Airport continues the recovery.   

Brexit 

4.4.13 Brexit continues to hamper the recovery of the air corridors between Dublin-UK traffic. As of 

31st 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 in 202224. This further 

impacting to the challenges faced by British operators as GBP has reached a two year low 

against the USD25.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(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   
25 Pound Slumps to Fresh Two-year Lows against Dollar (poundsterlinglive.com) 

- FIGURE 4.8 GBP VS USD 

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
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the NQS to be implemented by 2024, this will inevitably impact base carrier operations at 

Dublin Airport alongside the relative traffic.  

Load Factor Performance 

4.4.19 Overall Dublin Airport has had a positive Load Factor performance supported by the pent-up 

demand coupled with the first summer season post COVID-19 without significant travel 

restrictions. Though as the holiday period draws to a close without hitting 2019 levels, Dublin 

Airport will have to continue to monitor the performance as we enter the Autumn and Winter 

months. With the immediate outlook looking soft, it is difficult to predict the performance of 

the Midterm and Christmas peak periods. 

 

- FIGURE 4.10 DUBLIN AIRPORT LOAD FACTOR 2019 VS 2022 

 

 

(Source: Dublin Airport) 

Capacity Constraints 

4.4.20 As previously noted by Dublin Airport, aircraft levels have returned to near Summer 2019. 

While there has been challenges in on time performance regarding stand allocation the airport 

has continued to fully operate the current stand allocations in place. Though with the opening 

of the North Runway in August 2022, there will be no new stands prior 2024 to immediately 

compliment this major infrastructure addition. As the construction and development of new 

stands gets under way, Dublin Airport will have to effectively manage the current growth 

projections into Summer 2023.  

 

Supply Chains  

4.4.21 As it has been well noted supply chains across the world were and are still being affected by 

COVID-19 lockdowns, lack of raw material and labour shortages with speculations that these 

75%
80% 83% 84% 82%

87% 90% 88%

54%

70% 72%
78% 76%

83%
89% 87%
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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
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5.1.11 The notionally efficient airport must be set in the current context, and therefore operational 

allowances must include:  

¶ Cost allowances that 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 services like Security, Facilities & Cleaning and 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 as increased 

passenger expectations such as increased expectations on cleanliness.   

 

5.1.12 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 Security, Facilities & 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. 

 

5.2 CƻƳƳƛǎǎƛƻƴΩǎ hǇŜȄ wŜǾƛŜǿ Methodology 

5.2.1 The Commission has 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: Assessment of base year efficient costs / benchmark. UK 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 

industry ŀƴŘκƻǊ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ōŜƴŎƘƳŀǊƪ ŀƴŘ άōƻǘǘƻƳ-ǳǇέ ŀǎǎŜǎǎƳŜƴǘ ƻŦ ƪŜȅ Ŏƻǎǘ 

categories. 

¶ Step 2: Assessment of catch-up efficiency challenge. If inefficiency is identified, 

ǊŜƎǳƭŀǘƻǊǎ ǿƻǳƭŘ ƛƴǘǊƻŘǳŎŜ άŎŀǘŎƘ-ǳǇέ ŜŦŦƛŎƛŜƴŎȅ ƳŜŀǎǳǊŜǎ ǘƻ ƳƻǾŜ ǘƘŜ ŎƻƳǇŀƴȅ 

towards the efficiency frontier.  In general, this would be done by leveraging the 

άōƻǘǘƻƳ-ǳǇέ ŀǎǎŜǎǎƳŜƴǘ ƻǳǘƭƛƴŜŘ ƛƴ ǎǘŜǇ мΦ 

¶ {ǘŜǇ оΥ !ǎǎŜǎǎƳŜƴǘ ƻŦ ƻƴƎƻƛƴƎ ŜŦŦƛŎƛŜƴŎȅ κάCǊƻƴǘƛŜǊ ǎƘƛŦǘέ. The final efficiency 

challenge that UL regulators tend to introduce relates to the general productivity 

ƛƳǇǊƻǾŜƳŜƴǘǎ ƻŦ ǘƘŜ ŜŎƻƴƻƳȅΣ ǳǎǳŀƭƭȅ ǘŜǊƳŜŘ άŦǊƻƴǘƛŜǊ ǎƘƛŦǘέ όƛ.e. the efficiency 

frontier does not stand still). This is a top-down efficiency challenge which is quantified 

by econometric analysis. 

¶ {ǘŜǇ пΥ {ŎǊǳǘƛƴȅ ƻŦ ǘƘŜ ǊŜƎǳƭŀǘŜŘ ŎƻƳǇŀƴƛŜǎΩ ŦƻǊŜŎŀǎǘΦ Irrespective of whether the 

regulated company enters the price control as an efficient operator. Regulators would 

ƛƴǘŜǊǊƻƎŀǘŜ ǘƘŜ ǊŜƎǳƭŀǘŜŘ ŎƻƳǇŀƴȅΩ ŦƻǊŜŎŀǎǘ ōȅ ǊŜǾƛŜǿƛƴƎ ǘƘŜ ǇǊƻǇƻǎŜŘ ƳŜǘƘƻŘƻƭƻƎȅ 

and assumptions, this would include reviewing cost drivers, elasticities, proposed 

overlays due incremental investment, additional services, etc. Where the regulator 

ŘƛǎŀƎǊŜŜǎ ǿƛǘƘ ǘƘŜ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŘ ŀǎǎǳƳǇǘƛƻƴǎΣ ƛǘ ǿƻǳƭŘ ǊŜǇƭŀŎŜ ǘƘŜ ŎƻƳǇŀƴƛŜǎΩ 

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 2023-2026. While we are supportive of the current structure and application 

of the mechanism, we are requesting that the Commission potentially extends the application 

of this scheme to include a broader range of non-payroll costs that are beyond the direct 

control of the daa. 

 

5.4.4 Dublin Airport believes that a broader range of non-controllable costs should be included in 

the cost pass through mechanism in order to safeguard the airport from excessive risk from 

ǎǇƛǊŀƭƭƛƴƎ ƻǇŜǊŀǘƛƴƎ Ŏƻǎǘǎ ǿƘƛŎƘ ŀǊŜ ōŜȅƻƴŘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŎƻƴǘǊƻƭΦ CƻǊ example, there is 

currently an exceptional high degree of risk for the airport around energy and security related 

costs. If energy costs are not included as per our request in the uncertainty mechanism, at a 

minimum, the latest forecasts for inputs such as energy should be included as an update to 

the final Decision. This in line with precedent from regulators such as the CAA for Heathrow.33  

 

5.5 Conclusion 

5.5.1 For the reasons set out above it is our view that the Commission is required to revisit the Draft 

Decision's proposals for operating cost allowances (in particular for airport security) and to 

grant Dublin Airport additional headroom / allowances that are essential to ensure that it can 

withstand cost challenges and continue to meet the reasonable needs of airport users. 

 

5.5.2 In the current circumstances, where there is a large divergence between the forecasts of the 

Commission (informed by reports by CEPA) and Dublin Airport for opex, the Commission must 

provide fully reasoned justifications for why it is rejecting Dublin Airport's forecasts and not 

including the allowance sought. This must take into account the drastic changes in the 

industry, such as the costs of recovery from cost-cutting etc. during the COVID-19 crisis, the 

volatility in economic markets and passenger numbers/travel patterns, wage inflation and 

rising interest rates.  It is our strong view that the Draft Decision fails to do so and does not 

meet to the required regulatory or legal standards. 

 

5.5.3 In relation to opex, it is Dublin Airport's strong view is that we must be allowed additional 

headroom and robust allowances in relation to FTE count and wage inflation assumptions, 

taking into account the unique future challenges ahead.  The Commission should be aware 

that this requirement was outlined in the instructive decision of the UK Competition & 

Markets Authority ('CMA') in Firmus Energy (Distribution) v Northern Ireland Authority for 

Utility Regulation.  

 

 
33 /!! όнлннύΣ Ψ9ŎƻƴƻƳƛŎ ǊŜƎǳƭŀǘƛƻƴ ƻŦ IŜŀǘƘǊƻǿ !ƛǊǇƻǊǘΥ Iт Cƛƴŀƭ tǊƻǇƻǎŀƭǎ {ŜŎǘƛƻƴ нΥ .ǳƛƭŘƛƴƎ .ƭƻŎƪǎΩΣ WǳƴŜ Σ 
ǇŀǊŀΦ пΦсмΦ άCTA [CEPA/Tailor Airey] updated its analysis across all categories of opex since our Initial Proposals, 
ǇǊƛƳŀǊƛƭȅ ōŀǎŜŘ ƻƴ ƴŜǿ ƛƴŦƻǊƳŀǘƛƻƴ ŦǊƻƳ I![Φ ¢ƘŜ ƪŜȅ ŀǊŜŀǎ ƛƴ ǿƘƛŎƘ /¢!Ωǎ ŀƴŀƭȅǎƛǎ Ƙŀǎ ŎƘŀƴƎŜŘ ǎƛƴŎŜ ƻǳǊ Lƴƛǘƛŀƭ 
tǊƻǇƻǎŀƭǎ όƻǘƘŜǊ ǘƘŀƴ ǳǎƛƴƎ ǳǇŘŀǘŜŘ ǇŀǎǎŜƴƎŜǊ ŦƻǊŜŎŀǎǘǎύ ŀǊŜΥΧ Χǳǘƛƭƛǘȅ ŎƻǎǘǎΣ ŦƻǊ ǿƘƛŎh CTA has increased its 
estimate to allow for updated higher forecasts by HAL of energy cost inflation. This change increases estimated 
opex by £90mέΦ 

https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.gov.uk%2Fcma-cases%2Fenergy-licence-modification-appeal-firmus-energy&data=05%7C01%7CDeirdre.Lavin%40dublinairport.com%7Cedd1e4b75d82406c238b08da91a14a29%7Ce092c3e4727f40c685c85a0f7ae68d2b%7C0%7C0%7C637982419159361630%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=ab3HA%2BaXyirN9C9wmj3whwHtabqK%2FmLtoOX4cs0kijo%3D&reserved=0
https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.gov.uk%2Fcma-cases%2Fenergy-licence-modification-appeal-firmus-energy&data=05%7C01%7CDeirdre.Lavin%40dublinairport.com%7Cedd1e4b75d82406c238b08da91a14a29%7Ce092c3e4727f40c685c85a0f7ae68d2b%7C0%7C0%7C637982419159361630%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=ab3HA%2BaXyirN9C9wmj3whwHtabqK%2FmLtoOX4cs0kijo%3D&reserved=0


https://eur02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fpublicapps.caa.co.uk%2Fdocs%2F33%2FCAP2365A%2520H7%2520Summary.pdf&data=05%7C01%7CDeirdre.Lavin%40dublinairport.com%7Cedd1e4b75d82406c238b08da91a14a29%7Ce092c3e4727f40c685c85a0f7ae68d2b%7C0%7C0%7C637982419159361630%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=nquJgozLbgVrMdydE2tj9TLndDkTqJh%2FJVd6eyr9fo8%3D&reserved=0
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6. Commercial Revenue  

6.1 Introduction 

6.1.1 In its 2022 Draft Decision, the Commission has set ambitious commercial revenue targets 

ǿƛǘƘ ǘƻǘŀƭ ǊŜǾŜƴǳŜ ŦƻǊŜŎŀǎǘ ǘƻ ƎǊƻǿ ŦǊƻƳ ϵнумƳ ƛƴ нлмф ǘƻ ϵомфƳ ƛƴ нлнсΦ hƴ ŀ ǇŜǊ 

ǇŀǎǎŜƴƎŜǊ ōŀǎƛǎ ǘƘƛǎ ƛǎ ŀƴ ƛƴŎǊŜŀǎŜ ƻŦ с҈ ǘƻ ϵфΦлр όCŜō нлнн ǇǊƛŎŜǎύΦ 

TABLE 6.1 COMMERCIAL REVENUE DUBLIN AIRPORT VS CAR TARGETS 

 2023 2024 2025 2026 Total 

/!w /ƻƳƳŜǊŎƛŀƭ wŜǾŜƴǳŜ ¢ŀǊƎŜǘ όϵƳύ 259.0 280.2 305.0 318.8 1,163.0 

5!t /ƻƳƳŜǊŎƛŀƭ wŜǾŜƴǳŜ CƻǊŜŎŀǎǘ όϵm) xx xx xx xx xx 

Variance όϵΩƳύ xx xx xx xx xx 

Variance per passenger όϵύϝ xx xx xx xx xx 

 
(Source: Dublin Airport, CAR Calculations) 

* Based on original Dublin Airport traffic forecast  

 

6.1.2 In contrast Dublin Airport presented its commercial revenue forecasts for 2023-2026 in its 

2022 Regulatory proposition where it projected total commercial revenues of ϵxxxm in 2023 

ƛƴŎǊŜŀǎƛƴƎ ǘƻ ϵ300m in 2026. The cumulative difference between the Dublin Airport and the 

Commission forecasts over the period is ϵxxm. 

 

6.1.3 Dublin Airport has prepared forecasts on a bottom-up basis building on our knowledge of our 

commercial business, assessment of the unique set of challenges that we will face in 2023-26 

and analysis of wider trends in each of our business segments. 

 

6.1.4 High-level 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 and Vienna. Gatwick and Zurich have higher commercial revenues per 

passenger. These figures are based on commercial revenues and passenger numbers 

ŘŜŎƭŀǊŜŘ ƛƴ ǘƘŜ ŎƻƳǇŀǊŀǘƻǊ ŀƛǊǇƻǊǘǎΩ ŀƴƴǳŀƭ ǊŜǇƻǊǘǎΦ /ŀǊŜ ǘƘŜǊŜŦƻǊŜ ƴŜŜŘǎ ǘƻ ōŜ ǘŀƪŜƴ ǿƘŜƴ 

interpreting these numbers due to potential differences in the scope and reporting of 

commercial revenues, which could mean they do not reflect a like-for-like comparison. 
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TABLE 6.2 COMMERCIAL REVENUES PER PASSENGER AT EUROPEAN AIRPORTS (2019, ϵκPER 

PASSENGER) 

 

6.2 Context for the Commercial Revenue Assessment  

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 particular since the commercial revenue targets were 

proposed there has been a notable deterioration of consumer sentiment in the Irish market. 

Recent consumer sentiment survey conducted by KBC bank Ireland/ESRI consumer sentiment 

index shows that Irish consumer confidence has weakened from 77.0 in February 2022 when 

Dublin Airport finalised its commercial revenue forecasts to 53.7 in July 2022.  

 

6.2.2 ²Ŝ ŀƎǊŜŜ ǿƛǘƘ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ŀǇǇǊƻŀŎƘ ƛƴ ǘŀƪƛƴƎ нлмф ƻǳǘǘǳǊƴ ǇŜǊ ǇŀǎǎŜƴƎŜǊ ŀǎ ǘƘŜ ōŀǎƛǎ 

for the 2023 starting position. To take outturns from 2020-2022 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 up from 52% in Q2 2019. 

 

6.2.3 In setting its commercial revenue projections for the period 2023-2026, the Commission has 

applied its passenger traffic projections which it set for the 2022 Draft Decision.  The 

Commission has proposed a passenger volume forecast higher than the passenger volume 

set out in Dublin AirportΩs 2022 Regulatory Proposition. This has resulted in a differential 

between the Commission and the Dublin Airport commercial revenue forecasts of ŎΦ ϵxxm for 

2023-2026. 
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6.2.4 ²Ŝ ǿŜƭŎƻƳŜ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǇǊƻposal to reintroduce the rolling incentive scheme for the 

period 2023-2026, however the proposal for the carry-forward to be capped at 10% will likely 

exclude more material initiatives. 

 

6.2.5 We note that the Commission has not included a capital allowance or associated revenue 

target for the pick-up 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 Ŏ ϵx.m per annum, so we therefore ask that the Commission 

reconsider their decision not to include this allowance. 

6.3 5ǳōƭƛƴ !ƛǊǇƻǊǘΩǎ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ Commercial 

Revenue Assessment  

Passenger Forecasts  

6.3.1 In setting its commercial revenue projections for the period 2023-2026, the Commission has 

applied its passenger traffic projections which it set for the 2022 Draft Decision.  The 

Commission has proposed a passenger volume forecast higher than the passenger volume 

set out in Dublin AirportΩs 2022 Regulatory Proposition.  Dublin Airport has outlined its 

response in relation to this regulatory building block in chapter 4. 

 

6.3.2 In the 2022 draft decision, the Commission proposed a passenger volume forecast which is 

based on an average annual growth of 9% while Dublin Airport is proposing traffic growth of 

6% per annum for 2023-2026. This will lead to a 1.1m differential in forecast passenger 

numbers by 2026. The passenger forecast variance results in higher commercial revenues of 

c ϵXXm over the period 2023-2026.  

               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 Q1. Driven 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 non-essential spending with 37% saying they intended to cut back on essential 

spending. 

 

6.3.5 The above clearly signals challenges ahead for commercial revenue generation with particular 

challenges expected in the more discretionary areas of car parking and retail. This could 

render the current forecast growth assumptions for these areas unattainable for 2023-2026. 

2022 Market 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 are some short-term factors in terms of market 

dynamics that are influencing the commercial revenues currently being generated.  
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6.3.7 Irish originating passenger are accounting for a higher proportion of total passengers. In Q2 

2022 62% of passengers were Irish originating this compares to pre-pandemic where Irish 

originating accounted for 52% of passengers in 2019.  

 

6.3.8 Irish residents are more likely to travel by car to the airport, have higher car park usage and 

(Dublin Airport Travel Services) DATS usage.  

 

- FIGURE 6.3 IRISH VS NON-IRISH RESIDENCY TRAVEL 

 

 
 

(Source: Dublin Airport Passenger Tracking Q2 2022) 

Car parking capacity 

6.3.9 The temporary closure of a competitor car park has resulted in over 6,000 spaces being 

removed from the market along with the increase in Irish originating passengers has 

increased the demand for Dublin Airport car parks. This has meant that yield management 

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 congestion on surrounding roads. 

 

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX

XXXXXXXXXXXXXXXXXXXXXXX 

Outlook for Commercial Revenues 2023-2026 
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6.3.10 Dublin Airport would like to 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 2022 Interim Review Decision. ²Ŝ ōŜƭƛŜǾŜ ǘƘŀǘ /!wΩǎ ŎǳǊǊŜƴǘ 

ambitious forecasts will be the maximum that will be potentially achievable over the period 

2023-2026.  

 

6.3.11 When forecasting commercial revenues for 2023-2026, the Commission must be cognisant 

ƻŦ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŦŀŎǘƻǊǎ ǘƘŀǘ ǿƛƭƭ ǊŜǎǘǊƛŎǘ 5ǳōƭƛƴ !ƛǊǇƻǊǘΩǎ ŀōƛƭƛǘȅ ǘƻ ŎƻƴǘƛƴǳŜ ǘƻ grow 

commercial revenues in the next regulatory period. 

 

6.3.12 There are a number of supply-side constraints and capacity shortages that are likely to render 

revenue growth less responsive to passenger traffic increases.  

 

¶ Retail floor space: In order for an airport 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 volumes recover 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 hire): Car rental facilities were operating at capacity in 

2019, imposing significant operational pressure on car hire companies and impacting on 

customer experience.  

 

6.3.13 InternationallyΣ ŀƛǊǇƻǊǘǎΩ ŎƻƳƳŜǊŎƛŀƭ ōǳǎƛƴŜǎǎŜǎ ƘŀǾŜ ōŜŜƴ ǳƴŘŜǊ ǘƘǊŜŀǘ ŦƻǊ ǎƻƳŜ ȅŜŀǊǎ ŀǎ 

the retail and mobility industries undertake fundamental structural transformations. The 

reduction in commercial revenues we have observed as a result of COVID-19 has been 

mirrored across airports internationally. 

 

6.3.14 The Irish economy, and those of other countries internationally, is currently facing a cost-of-

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 and food prices. 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 2022, slowing to 4.7% in 2023 and 3.9% in 

202435. 

 

6.3.15 Macroeconomic forecasts are currently subject to high uncertainty given the Russian invasion 

of Ukraine and the drivers of energy price inflation. 

 

6.3.16 The construction of Terminal 2 and other enhancements across the Dublin Airport campus 

have ensured that capacity had been sufficient to meet growing demand from passengers 

and businesses alike in the last regulatory period. However, as passenger volumes start to 

 
35 /ŜƴǘǊŀƭ .ŀƴƪ ƻŦ LǊŜƭŀƴŘ όнлннύΣ ΨvǳŀǊǘŜǊƭȅ .ǳƭƭŜǘƛƴ vн нлннΩΣ с !ǇǊƛƭΦ 
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return to 2019 levels, we expect to see capacity issues across our commercial portfolio that 

are expected to dampen future growth in commercial income. 

 

CIP projects not included in the commercial revenue forecast 

 

6.3.17 Two commercial CIP projects have not been included within the commercial revenue targets 

for the period 2023-26 ς the drop off and pick up project (CIP.20.04.032) and the OCTB 

refurbishment (CIP.20.04.034). 

 

6.3.18 For the drop off and pick up project, both the CIP allowance and commercial revenue target 

have been excluded from the draft decision. As stated in the Dublin Airport proposition 

document this project 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 associated commercial return. The project is expected to deliver 

an incremental income statement benefit of c. ϵXXm p.a. by 2026 which would result in lower 

airport charges by c. XXXcent per passenger. Based on the above information this project and 

associated revenue target should be included in the final decision. 

 

6.3.19 The capital allowance for the OCTB refurbishment is included in the draft decision however 

the uplift in commercial revenues from this project had not been included within the forecast 

due to the link between the uplift in the rental charge payable by the Regulated Entity to daa 

group which has been disallowed in the opex forecast. 

 

6.3.20 In the final decision Dublin Airport request that the full rental charge for space occupied in 

DAC be reflected it the opex forecast and also the uplift in property income of ϵмXXm 

associated with the OCTB project. c. 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 delivers and IRR of X% 

ŀƴŘ bt± ƻŦ ϵXXm. 

 

Rolling incentives 

6.3.21 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 scheme allows us 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. 

 

6.3.22 Although the rolling incentive scheme was suspended for 2021, our view is that it remains an 

important regulatory tool that removes the potential distortions of a fixed length price 

control, ensuring that Dublin Airport has the same incentives to introduce commercial 

revenue innovations in year 1 or year 4 of the price control. This is particularly valuable in the 

context of a single till regulatory framework where the incentives to increase commercial 
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revenues are otherwise diluted. The rolling scheme should continue to apply in the next 

period. 

 

6.3.23 We note the proposal to cap the outperformance subject to carry-forward 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 to more material initiatives above this 10% threshold. 

An example of an initiative that benefited from this rolling incentive scheme in the last 

regulatory period was the xxxxxxxxxdeal 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 

incentive adjustment for the 2019 Determination. 
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6.4 5ǳōƭƛƴ !ƛǊǇƻǊǘΩǎ Proposed Commercial Revenue Proposal for 

2023-2026 

6.4.1 Dublin Airport presented its commercial revenue forecasts for 2023-2026 in its 2022 

Regulatory proposition where it projected total commercial revenues of ϵxxm in 2023 

increasing to ϵxxm in 2026.  

- TABLE 6.4 DUBLIN AIRPORT COMMERCIAL REVENUE FORECAST 2023-2026 

 

6.4.2 Dublin Airport has prepared these forecasts on a bottom-up basis building on our expert 

knowledge of our commercial business, assessment of the unique set of challenges that we 

will face in 2023-26 and analysis of wider trends in each of our business segments, particularly 

any long-term changes as a result of COVID-19. 

 

6.4.3 While these commercial revenues forecasts may be somewhat more conservative than the 

CƻƳƳƛǎǎƛƻƴΩǎ projections, we believe they represent a more realistic forecast of our likely 

revenue yields over the next regulatory period 2023-2026. 

6.5 Conclusion  

6.5.1 Dublin Airport believes that in the 2022 Draft Decision, the commercial revenue projections 

set by the Commission are based on ambitious revenue per passenger targets. Although there 

is no material divergence from Dublin Airport targets on a per passenger basis the passenger 

traffic forecast upon which the commercial revenue forecasts are based has resulted in an 

overly ambitious target.  

 

6.5.2 The CommissionΩǎ ŎƻƳƳŜǊŎƛŀƭ ǊŜǾŜƴǳŜ ǇǊƻƧŜŎǘƛƻƴǎ ŀǊŜ ǳƴŘŜǊǇƛƴƴŜŘ ōȅ ǇŀǎǎŜƴƎŜǊ traffic 

targets that are based on an unconstrained demand forecast which assumes that the airport 

has no capacity impediments for facilitating this growth. We believe that this makes the 
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CommisǎƛƻƴΩǎ ŎƻƳƳŜǊŎƛŀƭ ǊŜǾŜƴǳŜǎ ƘƛƎƘƭȅ ŀƳōƛǘƛƻǳǎ ŀƴŘ ǇƻǘŜƴǘƛŀƭƭȅ unattainable for Dublin 

Airport to achieve over the period 2023-2026. 

 

6.5.3 The CommissionΩǎ final commercial revenue forecast needs to take account of the current 

falling consumer sentiment which is likely to negatively impact our commercial revenue yields 

going forward.   

 

6.5.4 In addition, the Commission should maintain 2019 revenue per passenger as the baseline for 

its forecast rather than forecasting that any of the temporary market dynamics will continue. 

 

6.5.5 Dublin Airport would request that in its final decision the Commission readjusts its current 

proposed commercial revenue targets to reflect more realistic passenger projections. 

 

6.5.6 We beliŜǾŜ ǘƘŀǘ ǘƘŜ ŎƻƳōƛƴŀǘƛƻƴ ƻŦ ŦŀŎǘƻǊǎ ƻǳǘƭƛƴŜŘ ŀōƻǾŜ ǊŜƴŘŜǊ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ 

commercial revenues highly ambitious and potentially unachieveable over the period 2023-

2026 thereby exposing Dublin Airport to further business risk. 

 

 

 

 

Commercial Revenue Chapter Summary: 

ü In its 2022 draft decision, the Commission has set ambitious commercial revenue 

ǘŀǊƎŜǘǎ ǿƛǘƘ ǘƻǘŀƭ ǊŜǾŜƴǳŜ ŦƻǊŜŎŀǎǘ ǘƻ ƎǊƻǿ ŦǊƻƳ ϵнумƳ ƛƴ нлмф ǘƻ ϵомфƳ ƛƴ 

2026.  

 

ü Dublin Airport believes that in the 2022 Draft Decision, the commercial revenue 

projections set by the Commission are based on unattainable revenue per 

passenger targets. 

 

ü As per our 2022 Regulatory Proposition, Dublin Airport has projected total 

commercial revenues of ϵнxxƳ ƛƴ нлно ƛƴŎǊŜŀǎƛƴƎ ǘƻ ϵxxxm in 2026.  

 

ü The CommissionΩǎ final commercial revenue forecast needs to take account of the 

current falling consumer sentiment which is likely to negatively impact our 

commercial revenue yields going forward.   

 

ü There are a number of supply-side constraints and capacity shortages that are 

likely to render revenue growth less responsive to passenger traffic increases. 

 

ü A number of ŦŀŎǘƻǊǎ ƘŀǾŜ ŎƻƳōƛƴŜŘ ǘƻ ǊŜƴŘŜǊ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ŎƻƳƳŜǊŎƛŀƭ 

revenues highly ambitious and potentially difficult to achieve over the period 

2023-2026 thereby exposing Dublin Airport to further business risk. 
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7. Cost of Capital  

7.1 Introduction  

7.1.1 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 below and the full NERA report can 

be found in Appendix 2.  

 

7.1.2 In the following section, we examine the approach taken by Swiss Economics in their 

derivation of their WACC proposal, we highlight what we consider are the flaws in this 

approach and we respond with our alternative WACC proposal for 2023-2026.  

 

7.1.3 The following table sets out the empirical values for each of the WACC parameters put 

forward by the Commission and Dublin Airport.  

TABLE 7.1 DUBLIN AIRPORT REQUESTED VS SWISS ECONOMICS WACC CALCULATION 2022 

 DUB Reg Prop Approach 2 CAR/Swiss Economics DD 

Parameter Lower 

Bound 

Upper 

Bound 

Lower 

Bound 

Upper 

Bound 

Gearing 50% 50% 45% 55% 

Risk Free Rate -0.94% -0.60% -1.59 0.54% 

Total Market Returns 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 

tax) 
8.9% 10.6% 5.55% 7.65% 

Cost of debt (pre -

tax) 
-0.23% 0.00% -0.26% 0.14% 

Pre-tax WACC 

(before aiming up) 
4.97% 6.09% 3.35% 3.99% 

Aiming up 0.5% 0.5% 0.5% 0.5% 

Pre-tax WACC (post 

aiming up) 
5.47% 6.59% 3.87% 4.51% 

 

 

7.2 Context for the Cost of Capital Assessment  

7.2.1 In setting the WACC allowance for 2023-2026, Dublin Airport is of the view that the 

Commission should have taken account of the following  
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¶ The impact of COVID-19 on Dublin Airport financials and more generally in the aviation 

market where it is widely accepted that aviation has now become a riskier industry. 

¶ The recent cost of capital determinations by other regulators primarily the CAA H7 

decision for Heathrow Airport which provided for a higher asset beta in the WACC 

allowance (compared to the previous Q6 determination) to reflect higher airport risk.  

¶ The previous Commission cost of capital determinations (2014 and 2019) where the asset 

beta was calculated for a lower risk environment.  

¶ The credibility of ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ŎǳǊǊŜƴǘ ²!// ǇǊƻǇƻǎŀƭ ƎƛǾŜƴ ǘƘŀǘ ǘƘŜ 2022 Draft 

Decision is not proposing any risk sharing mechanism, it does not recognise the increased 

level of risk in the airport sector. Against this background, it is not tenable for the 

Commission to propose an asset beta for Dublin Airport which is lower than the asset 

beta for Heathrow Airport and lower than the ǾŀƭǳŜ ǳǎŜŘ ƛƴ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ƻǿƴ 

previous 2014 Determination. 

 

7.2.2 In its 2022 Draft Decision, the Commission has proposed a real pre-tax weighted average cost 

of capital (WACC) of 4.22% for Dublin Airport over the period 2023-2026 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 Economics updated its original estimate of 

the WACC for Dublin Airport carried out in 2019. The Swiss Economics updated estimate of 

4.22% for Dublin Airport is based on a cost of equity of 6.60% and a cost of debt of -0.10%. 

 

7.2.3 Dublin Airport contends that a real cost of capital of 4.22% would provide an inadequate rate 

of return over the period 2023-2026 and this in turn would lead to a significant deterioration 

ƛƴ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎŜŀōƛƭƛǘȅ over the next regulatory period. 

 

Key shortcomings in Swiss Economics' Analysis 

7.2.4 5ǳōƭƛƴ !ƛǊǇƻǊǘ ōŜƭƛŜǾŜǎ ǘƘŀǘ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴ ƻŦ п.22% is based on a WACC 

analysis provided by Swiss Economics which is flawed in relation to the following aspects: 

 

¶ In its cost of equity estimate, Swiss Economics incorrectly derives its asset beta for Dublin 

Airport based on: 

a. A comparator set and risk assessment weighting scheme which is flawed, leading to 

undue reliance on airports with significantly lower risk. 

b. A selective use of data to estimate the asset beta which leads to a failure to recognise 

the impact that COVID has had on airportsΩ betas. 

 

¶ In its cost of debt estimate, Swiss Economics applies a flawed approach whereby:   

a. It fails to include issuance/debt transaction costs to the bank margin for embedded 

debt costs, which is inconsistent with regulatory precedent set by authorities such as 

the CMA. 
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b. It applies a forward uplift based on the European forward rate (instead of the Irish 

forward rate), which is incorrect as this fails to fully reflect Irish country risk in 

comparison to other high-rating Euro-area countries. 

 

7.3 5ǳōƭƛƴ !ƛǊǇƻǊǘΩǎ Response to the CommissionΩǎ Cost of Capital 

Assessment 

7.3.1 The main shortcomings in Swiss Economics' approach lie in the asset beta and cost of debt 

estimations. For each of these parameters, this section sets out the main methodological 

issues, how they produce under-estimates and our proposed revised approach to generate 

accurate estimates. 

 

Issues with the Asset Beta estimation 

1. Exclusion of Pandemic Data   

7.3.2 In its updated 2022 report, Swiss Economics estimates its revised 2022 asset beta for Dublin 

Airport based on pre-pandemic data (prior to, and up to the end of 2019) and post-pandemic 

data (i.e. from the beginning of 2021 onwards).  The exclusion of pandemic period data leads 

to significant underestimation of Dublin AirportΩǎ beta. 

 

7.3.3 Swiss Economics stated that it excluded 2020 data in order to remove the distortions caused 

by the COVID-19 pandemic and it suggested that the co-movements between airports and 

stock indices had normalised by the end of 2020. 

 

7.3.4 Given that the effects of the pandemic are ongoing, it is therefore appropriate that in the 

2022 Interim Review, the Commission should take account of the current financial situation 

faced by the airport and include the 2020 data.  

 

7.3.5 Swiss Economics decision was erroneous to exclude pandemic data on the basis that 

ƛƴǘŜǊǾŜƴǘƛƻƴ ōȅ LǊƛǎƘ ƎƻǾŜǊƴƳŜƴǘ ŀƴŘ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ Ƙŀǎ ŜƭƛƳƛƴŀǘŜŘ ǊƛǎƪΦ  b9w!Ωǎ ŀƴŀƭȅǎƛǎ 

shows that the comparator airports also received 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.   

 

7.3.6 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 

ŀŎǊƻǎǎ 5ǳōƭƛƴ !ƛǊǇƻǊǘΩǎ ŎƻƳǇŀǊŀǘƻǊ ǎŜǘ ŘǳǊƛƴƎ ǘƘŜ ǇŀƴŘŜƳƛŎ period, and the betas are yet to 

return to pre-pandemic levels. We are concerned that if the Commission completely 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 Dublin Airport believes that the selective use of data by Swiss Economics amounts to second 

ƎǳŜǎǎƛƴƎ ΨǊŜŀƭΩ ƛƴǾŜǎǘƻǊǎΩ ǇŜǊŎŜǇǘƛƻƴǎΣ ǿƘƛŎƘ ƛǎ ƛƴŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ōŜǎǘ ǊŜƎǳƭŀǘƻǊȅ ǇǊŀŎǘƛŎŜ ŀǎ 

the asset beta should be estimated based on market data. 

 

7.3.8 Dublin Airport believes that the asset beta range of 0.52-0.59 estimated by Swiss Economics 

giving rise to the point estimate of 0.56 adopted by the Commission is significantly 

underestimated due to the above approach. 

 

2. Sampling/Benchmarking Flaws 

7.3.9 As per its 2019 study, Swiss Economics used a benchmarking exercise to establish empirical 

evidence to underpin its estimate for the asset beta for Dublin Airport. However, Dublin 

Airport believes that this benchmarking exercise is flawed and does not produce a reliable, 

accurate estimate of daaΩǎ ōŜǘŀ ŀƴŘ ǘƘǳǎ ƛǘǎ ²!//Φ  

 

7.3.10 In its 2022 study, Swiss Economics used empirical evidence for 9 listed airports and regulatory 

decisions for unlisted airports.  In deciding on these comparators, it used a weighting scheme 

that assigns scores to each comparator based on their comparability to Dublin Airport in 

regard to three risk categories (regulatory environment, demand structure and business 

structure). 

 

7.3.11 For the listed airports, Swiss Economics then estimated the 1-year daily, 2-year 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 large, comprising many poor comparators:  Dublin 

Airport believes that the starting point for this benchmarking exercise is incorrect, as rather 

than seeking to identify the correct comparators with regards to the route and exposure to 

non-diversifiable risk, Swiss Economics has sought to identify the widest possible 

comparators set irrespective of their risk profile, to guard against the impact of potential 

outliers in the estimation. This then created a need to develop a mechanistic and artificial 

methodology to use all airports as part of the estimation process.  

 

7.3.13 Redundant or irrelevant dimensions of systematic risk:  We understand that the dimensions 

of systematic risk considered by Swiss Economics can, at   times be redundant or even 

become a false indicator, and we are concerned that they are given undue importance in 

determining the asset beta for Dublin Airport.  In this instance, Swiss Economics is implicitly 

assuming that the systematic risk is evenly distributed within the dimensions of 

comparability. 

 

7.3.14 In our view there are several flaws implicit in this approach: 

¶ A low proportion of commercial revenue of total source of revenue implies a high 

proportion of aeronautical income. It is well-established that aeronautical income, 
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generated through total number of passengers, is almost perfectly correlated with the 

ŜŎƻƴƻƳȅΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ŀƴŘ ǘƘŜǊŜŦƻǊŜ ƴƻƴ-diversifiable risk.  

¶ Furthermore, for those operators under a single till structure, the assessment of 

comparability to Dublin based on commercial revenue share is flawed - i.e. the single till 

approach overrides the source of income consideration.  

 

Arbitrary choice of metrics and thresholds for comparability:  

7.3.15 We believe that in some cases the metrics adopted (i.e. the origin of non-diversifiable risks) 

to assess the dimensions of systematic risk seem less relevant than others available for that 

dimension. Swiss Economics used the number of flights and passengers to estimate demand 

volume risks, but a better predictor of its volatility would have been the mix of flag vs low-

cost carriers, or the mix of business vs leisure passengers.  
 

7.3.16 In some cases, we believe that the threshold for the metrics adopted (i.e. the origin of non-

diversifiable risks) to assess the dimensions of systematic risk seemed arbitrary. For example, 

Swiss Economics assumed that a 60% aeronautical revenue share qualified as comparable 

with Dublin Airport. 

 

7.3.17 When comparator airports differed across the various dimensions identified by Swiss 

Economics, no attempt was made to estimate the direction and scale of any divergence from 

the Dublin Airport beta.  

 

7.3.18 The poorer the comparator, the more overwhelmingly it tends to under-estimate Dublin 

!ƛǊǇƻǊǘΩǎ ōŜǘŀ. This would have shown that, for each characterƛǎǘƛŎ ŜȄŎŜǇǘ άǎǘƻŎƪ ƭƛǎǘŜŘ Ǿǎ 

ǊŜƎǳƭŀǘƻǊ ŜǎǘƛƳŀǘŜέ ŀƴŘ άŀŜǊƻƴŀǳǘƛŎŀƭ ǊŜǾŜƴǳŜ ǎƘŀǊŜέΣ ǘƘŜ ŜŦŦŜŎǘ ƛǎ ǘƘŀǘ ƭŀŎƪ ƻŦ ŎƻƳǇŀǊŀōƛƭƛǘȅ 

with Dublin Airport implies that the beta observed for the comparator is an underestimate of 

our asset ōŜǘŀΦ ²ƛǘƘ ǊŜǎǇŜŎǘ ǘƻ άǎǘƻŎƪ ƭƛǎǘŜŘ Ǿǎ ǊŜƎǳƭŀǘƻǊ ŜǎǘƛƳŀǘŜέΣ ǘƘŜ ŜŦŦŜŎǘ ƛǎ ǳƴŎƭŜŀǊΦ  

 

Unmitigated retention of outliers in the sample:  

7.3.19 No attempt was made to explain the reasons for outliers in the sample used.  As a 

consequence, we believe that each benchmark tended to underestimate the beta of Dublin 

Airport, all the more so the less comparable they were. 

 

7.3.20 Excessive combined weight of poor comparators: The consequences of the flaws outlined in 

this approach are that: 

¶ Almost half of the weighting of the current estimate (47.1%) derived is from airports that  

by Swiss Economics own assessment are poor comparators. 

¶ Even the worst comparators (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 benchmark - 6 out of 9 - only weighs 11.3%).  

¶ While individually these appeaǊ ΨƭƛƎƘǘΩ ŜƴƻǳƎƘ ǿŜƛƎƘǘǎΣ ǘƘŜ ŎƻƳōƛƴŜŘ ŜŦŦŜŎǘ ƛǎ ǘƘŀǘ птΦм҈ 

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 Dublin Airport does not enable the Commission to assess whether 
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Dublin AirportΩǎ ŀǎǎŜǘ ōŜǘŀ ƛǎ ǇǊƻǇŜǊƭȅ ŎŀƭƛōǊŀǘŜŘΣ ŀƴŘ ǘƘŜǊŜŦƻǊŜ ǿƘŜǘƘŜǊ ǘƘŜ ŀǎǎŜǘ ōŜǘŀ 

is under/overestimated.    

 

Flawed assessment of comparators:  

7.3.21 Notwithstanding our concerns set out above with the benchmarking methodology employed, 

Dublin Airport does not agree with the majority of comparators chosen by Swiss Economics 

on the following basis:   

¶ Copenhagen and Auckland have unreliable total return data - only 1 per cent of 

/ƻǇŜƴƘŀƎŜƴ ŀƛǊǇƻǊǘΩǎ ǎƘŀǊŜǎ ŀǊŜ ƭƛǎǘŜŘΣ ǿƘƛƭŜ !ǳŎƪƭŀƴŘ ǘǊŀŘŜǎ ƻƴ ǘƘŜ poorly diversified 

NZX exchange (of which Auckland itself makes up 6 per cent of total market value).  Both 

airports also have higher illiquidity than other comparators, as their share prices exhibit 

a bid-ask spread of 1 per cent or more.  

¶ Sydney Airport is not subject to any formal price control, and is not located in the 

European market, making it a poor comparator for Dublin. 

¶ Vienna Airport operates on a one-year price control regime, which is lower risk and not 

ŎƻƳǇŀǊŀōƭŜ ǘƻ 5ǳōƭƛƴΩǎ Ƴǳƭǘƛ-year framework. The UK CAA also excluded Vienna from its 

comparator set on the basis of the illiquidity of its stock.36 We note that the UK CAA 

excluded both airports from its comparator set in its H7 Final Proposals. For Copenhagen, 

ǘƘŜ ¦Y /!! ƴƻǘŜŘ ǘƘŀǘΥ ΨGiven the very small proportion of free-floating shares at 

Copenhagen, which is materially lower than for our other comparators, we remain of the 

view that its beta cannot be estimated reliably, and we do not include it in either 

ŎƻƳǇŀǊŀǘƻǊ ǎŜǘΦΩ37 For Vienna, the CAA stated that: ΨǿŜ ŎƻƴǘƛƴǳŜ ǘƻ ǾƛŜǿ !ǳŎƪƭŀƴŘΩǎ ōŜǘŀ 

as unreliable due to the lack of diversity in the NZ index. We do not consider that the 

secondary listing on the Australian index would materially improve reliability, since 

ǎŜŎƻƴŘŀǊȅ ƭƛǎǘƛƴƎǎ ǘŜƴŘ ǘƻ ōŜ ƭŜǎǎ ƭƛǉǳƛŘΧ²Ŝ ǘƘŜǊŜŦƻǊŜ ŎƻƴǘƛƴǳŜ ǘƻ ŜȄŎƭǳŘŜ ǘƘƛǎ 

ŎƻƳǇŀǊŀǘƻǊ ŦǊƻƳ ōƻǘƘ ŎƻƳǇŀǊŀǘƻǊ ǎŜǘǎΦΩ38 

¶ CǊŀǇƻǊǘΩǎ ǇǊƛŎŜ ŎƻƴǘǊƻƭ ŦǊŀƳŜǿƻǊƪ ŜȄƘƛōƛǘǎ ŦƭŜȄƛōƛƭƛǘȅ ǊŜƎŀǊŘƛƴg the length of the control 

period, making it lower risk than the Dublin Airport 4-year regulatory 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 

ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ǘƘŜ ΨǇƻǎǘ-ǇŀƴŘŜƳƛŎΩ ŎƻƭǳƳƴ ƛƴ ¢ŀōƭŜ мс ƻŦ ǘƘŜ {ǿƛǎǎ 9ŎƻƴƻƳƛŎǎ ǊŜǇƻǊǘΣ 

since these regulatory decisions were made prior to the pandemic and hence do not 

ǊŜŦƭŜŎǘ ǘƘŜ ǊŜƎǳƭŀǘƻǊǎΩ ǾƛŜǿǎ ƻƴ ǘƘŜ Ǉƻǎǘ-pandemic betas. We note that their inclusion in 

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 pre-pandemic asset beta should be 0.50 (rather than 0.47) and the post-

 
36 Ibid, para 9.70. 
37 CAA (2022) ,Ω9ŎƻƴƻƳƛŎ ǊŜƎǳƭŀǘƛƻƴ ƻŦ IŜŀǘƘǊƻǿ !ƛǊǇƻǊǘ [ƛƳƛǘŜŘΥ Iт Cƛƴŀƭ tǊƻǇƻǎŀƭǎΣ {ŜŎǘƛƻƴ оΥ CƛƴŀƴŎƛŀƭ ƛǎǎǳŜǎ 
ŀƴŘ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴΩΣ WǳƴŜΣ para 9.71. 
38 Ibid.  
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pandemic beta should be 0.61 (the mid-Ǉƻƛƴǘ ƻŦ ǘƘŜ /!!Ωǎ ǊŀƴƎŜ ŦƻǊ ǘƘŜ ōŜǘŀΣ ǇǊƛƻǊ ǘƻ 

adjusting for the impact of the traffic risk share mechanism).39 

 

 

7.3.22 Cǳƭƭ ŘŜǘŀƛƭǎ ƻŦ ƻǳǊ ŜȄǇŜǊǘ ŀŘǾƛǎƻǊΩǎ ŎƻƴŎŜǊƴǎ ǿƛǘƘ ǘƘŜǎŜ ŎƘƻǎŜƴ ōŜƴŎƘƳŀǊƪ ŀƛǊǇƻǊǘǎ ŀǊŜ ǎŜǘ 

out in the NERA report in Appendix 2.  

 

Alternative approach:  

7.3.23 A narrow sample of high-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 risk because of their similar regulatory arrangement.  All three airports operate under 

multi-year (e.g. 5-year) price caps that allocate volume and cost risk to the airport, which is 

the principal beta risk.  Other risk factors ς such as the composition of demand ς are 

secondary.   

 

7.3.24 There is strong regulatory precedent to support this approach where in its recent H7 

ǊŜƎǳƭŀǘƻǊȅ ŘŜŎƛǎƛƻƴ ŦƻǊ IŜŀǘƘǊƻǿ !ƛǊǇƻǊǘΣ ǘƘŜ /!!Ωǎ ŀŘǾƛǎŜǊǎ ǎŜǘ ƻǳǘ ǎƛƳƛƭŀǊ ŎǊƛǘƛŎƛǎƳǎ ƻŦ ǘƘŜ 

use of the above comparators for an airport operating under 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. 

 

7.3.25 We do not agree with Swiss Economics assertion that AENA and ADP as larger airport groups 

with a portfolio of airports renders them inappropriate comparators for Dublin Airport. 

 

7.3.26 ¢ƻ ǘƘŜ ŜȄǘŜƴǘ ǘƘŀǘ !9b! ƻǊ !5tΩǎ ƎǊŜŀǘŜǊ ǎƛȊŜ ƛǎ ŀ ōŜǘŀ Ǌƛǎƪ ŦŀŎǘƻǊΣ ƛǘ ƛǎ ƭƛƪŜƭȅ ǘƘŀǘ ǘƘŜƛǊ ƎǊŜŀǘŜǊ 

size means that they display lower beta 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 calculates that in the case 

of AENA and ADP 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. 

 

7.3.27 Dublin Airport disagrees with the Swiss Economics assertion that their large comparator set 

reduces outlier effects, ƻǊ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǎǳƎƎŜǎǘƛƻƴ that a small comparator set could 

lead to ŀ Ǌƛǎƪ ƻŦ ƛŘƛƻǎȅƴŎǊŀǘƛŎ ŜŦŦŜŎǘǎ ǎƪŜǿƛƴƎ 5ǳōƭƛƴ !ƛǊǇƻǊǘΩǎ ōŜǘŀ ŜǎǘƛƳŀǘŜΦ  Swiss 

EconomicsΩ approach of placing weight on all listed comparators has the effect of including 

ƭƻǿ Ǌƛǎƪ ƻǳǘƭƛŜǊǎΦ {9 ǇǊƻǾƛŘŜǎ ƴƻ ŜǾƛŘŜƴŎŜ ǘƘŀǘ b9w!Ωǎ ŜǎǘƛƳŀǘŜǎ ŀǊŜ ŀŦŦŜŎǘŜŘ ōȅ ƻǳǘƭȅƛƴƎ 

ƻōǎŜǊǾŀǘƛƻƴǎΦ LƴŘŜŜŘΣ ǘƘŜǊŜ ƛǎ ōǊƻŀŘ ŎƻƴǎƛǎǘŜƴŎȅ ƛƴ ŎƻƳǇŀǊŀǘƻǊ ōŜǘŀ ŜǎǘƛƳŀǘŜǎ ŦƻǊ b9w!Ωǎ 

three comparators. 

 

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

estimate beta in its January 2020 report prepared for French regulator ART which was similar 

to the current approach used by NERA for its estimation of the Dublin Airport beta. We 

 
39 Ibid, p. 36, Table 9.2.  
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question the reliability of ǘƘŜ {ǿƛǎǎ 9ŎƻƴƻƳƛŎǎΩ approach to estimating asset beta given that 

the flaws outlined above and the fact that, in a previous assignment for ART it had followed 

established best practice and, in this instance, it  follows an approach that lacks economic 

basis. 

 

3. No COVID-19 Uplift  

7.3.29 Swiss Economics did not add an uplift to reflect the possibility of future events similar to 

COVID-19 occurring and this was based on their view that: 

¶ Government and regulators had provided measures to remedy the impact of COVID-19 

and this would reduce uncertainty in the financial markets regarding future catastrophic 

events 

¶ Events similar to COVID-19 are sufficiently rare to not be included in the estimation of 

beta  

¶ The impact of COVID-мф ƻƴ 5ǳōƭƛƴ !ƛǊǇƻǊǘΩǎ ŀǎǎŜǘ ōŜǘŀ ǿŀǎ ƭƻǿ όл-0.04). 

 

7.3.30 Our advisors, NERA, have a number of concerns with this approach  

 

a. Empirical evidence suggests that betas for airports have increased since the pandemic 

and are yet to decline to pre-pandemic levels. As 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 pre-pandemic levels. 

- FIGURE 7.1 ROLLING ASSET BETA ANALYSIS 

 

(Source: NERA 2022) 
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