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UKTI Turkey Aviation Scoping Report

Purpose

This report provides UK companies with an intrcuction to
the airport sector in Turkey. Preparation i~ a-lvance included
desk studies and research. This was fcair, ved' by a series

of in- market meetings, co-ordinated.t vi., a UK Trade &
Investment (UKTI) aviation sector *r<.'e mission to visit key
industry participants. This ir . uded 1neetings with industry
officials, airport operating com »anies and leading contractors.
Particular thanks are due to *he UKTI teams locally, whose
advice and expertise ‘*'ere invaluable in arranging visits and
developing the repcr.; and to the British Aviation Group
Secretariat for its vur vort in arranging the mission.

The author of this report is

Graham Bolton

Director European Aviation Business,
Arup and Deputy Chairman,

British Aviation Group

graham.bolton@arup.com
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Introduction

The Turkish market was identified as holding
particular interest for UK companies involved in
the aviation sector on the basis of:

e the scale and rate of growth of the this industry
within Turkey and

¢ the potential for UK companies to work with
Turkish partners (contractors and developers
in significant third markets.

The anticipated development of a new g t

in Istanbul, which is expected to becgme orlg of
the largest in the world, and involve i%e

of over €8.5bn, has increased interest in

Turkish market.

Many UK companies within iation sector
have long-term working,r ships with Turkish
clients, and the capajgiy he UK supply chain
is clearly recognis; kish buyers

The populatipn @
2011 was approfigfately 74 million [TurkStat],
and growNyg at Between 1-1.5 per cent per
annu: per capita in 2011 was US$10,
19( 17,399 by purchasing power parity),
d with a European Union average of
4,848 (US$32, 642 by purchasing power
ity) [World Bank]. GDP growth over the last

0 years has significantly exceeded that of
the European Union, as shown in Figure 1.

ey at the end of

22 Ajr Transport in Turkey

The Turkish aviation industry has enjoyed a
period of significant and sustained growth in
air traffic movements and passenger numbers,
at rates significantly ahead of those for GDP.
Air transport growth rates are summarised in
Table 1 and Figure 2.

2003 2004 2005 2006 2007 200

Figure 1: GDP
Growth: Source
World Bank,
Arup Analysis

= Turkey
== European Union

2010 2011

Table 1: Growth in

2009 2010 2011 2012 (Jan — Sep) )

Passenger Traffic.

Annual passengers 85,209.136 102,711.805 117,347.580 100,753.013 Source: Anna.aero
from DHMI, World

. Bank, Arup Analysis

% growth on previous 7.3% 20.1% 14.2% 10.5% (YTD)

year

GDP growth -4.8% 9.2% 8.5% n/a
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23 Industry Structure

Civil aviation within Turkey is administered
primarily by the two following state Directorates
which are affiliated to the Ministry of Transport,
Maritime Affairs and Communications, under
the overall framework of Law No. 2920 on
Turkish Civil Aviation:

¢ Directorate General of Civil Aviation (DGCA)}
which is responsible for the regulatio
safety and security

e Directorate General of State AirpN
Authority (DHMI), which is responsible
management of Turkish Airp and for the
regulation and control of Q\lrspace

The majority of airports (S

within Turkey are op

with two alrpor

Antalya-Gazi
one (Istanbu

p on pages 8-9)
HMI (45 in total),
k Caycuma and
perated privately, and
okgen being operated on
behalf of ry of Defence. Air navigation
serngc se three airports remain under the
N MI. A number of the DHMI airports
% ed jointly with military authorities.
eography of Turkey (distances and
pography) means that air travel is considered
to be of strategic importance — and the regional
airports, particularly in the more remote
parts of the country, fulfil a public- service
role. The importance of aviation has long
been recognised in the strategy of the Turkish
Ministry of Transport, Maritime Affairs and
Communications

¢ |In 2003, the ‘regional aviation project’ set
a goal that every “Turkish citizen must be
able to take a plane at least once”.

e The 2008-2013 strategic plan sought
to make the country a regional air-transit
centre, increasing traffic on domestic and
international routes to 130 million by the
end of 2013.

F© Punchstock

The Turkish government has made extensive
and successful use of the Build-Operate-Transfer
(BOT) model for development of terminal
infrastructure at the country’s larger airports
since the mid 1990s. This model has been
expanded more recently to include complete
airport developments. The successful delivery
of BOT projects within the domestic Turkish
market has supported the establishment of
Turkish contractors, most notably TAV, as
leading regional players in airport development
and operation.
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Table 2:

Turkish Airlines Fleet,
2012. Source Turkish
Airlines

Airline Activity

31 Turkish Airlines

In the last decade, Turkish Airlines (TK) has more
than trebled in size to become one of the top 10
IATA member airlines by international passenger
traffic. In 2011, it handled over 32 million
passengers, and flew over 58 billion revenue
passenger kilometres (rpk). This growth has been
accompanied by a focus on passenger servic
that saw TK recognised as the ‘Best Airlingin
Europe’ by Skytrax in 2011 and 2012.

TK currently operates an expandindeet,
numbering 194 passenger and six Car:
aircraft, as summarised in Table 2:

Number in Fleet

7

18

72

12
400/700/800/900 85

310C / A330-200F 6

The ownership of Turkish Airlines is currently
split between the public and private sector, with
49.12 per cent of shares held by the Turkish
government and 50.88 per cent by private
investors. The Turkish government is known

to have been exploring options to sell further
shares in the airline.

TK is a significant member of the Star Alliance,
and there has been recent speculation about
the development of a more strategic partnership
between TK and Lufthansa. In 2012, TK was
identified as a potential partner/investor in
smaller members of the alliance (specifically
Czech Airlines and LOT) - although it has
subsequently confirmed that it is no longer
considering either option.

ned low-cost airline,
with a main hub tanbul Sabiha Goékcen
airport. It §as se€n rapid growth of domestic
and | ional operations since the mid
0 d Pow operates a fleet of some 40
aft serving 24 destinations in Turkey
7 internationally.

33 Other Turkish Carriers
Other smaller home-based carriers operating
in the Turkish market include (Table 3):

AndaloudJet
Low-cost subsidiary of Turkish Airlines; fleet of
¢.18 narrow-body aircraft (mainly 737-700/800)

Sun Express
Subsidiary of Turkish Airlines and Lufthansa,
providing charter and domestic operations

Atlas Airlines

Private airline operating on international and
domestic routes with fleet of ¢.15 aircraft
(A320 family)

Onur Air
Private airline operating on international and
domestic routes with fleet of ¢.34 aircraft

Freebird
Private airline providing charter flights with
c.7 aircraft

Table 3:

Other Turkish
Carriers. Source:
airline websites
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State Bodies

41 Directorate General of State
Airports Authority

Turkey’s Directorate General of State Airports
Authority (DHMI) is a public body associated
with the Ministry of Transport, Maritime Affairs
and Communications. Its objectives are to
provide air transport, manage aerodromes,
provide ground services at airports and air
traffic control services, install and set ugfir
navigation systems and facilities and othe
related systems, and maintain them he
level required for modern aeronautics.

N

“to provide air
pQart operating services to
international sta rds in the aviation sector,
leaning orfigh quality, safe, human and
envi lly sensitive, high-technology
inf urgand systems and a qualified

”

rce.

DHMTI’s state,
navigation a

overall organisational structure of DHMI
¥s shown in Figure 4 below:

Orhan Birdal
or General and Chairman
of the bord

Funda Ocak
Deputy General Manager an

Member of Board of Diregt eputy General Manager

Melmet ATES
Deputy General Manager and
Member of Board of Directors

Melmet ATES
Deputy General Manager
and Member of Board
of Directors

Department of

Inspection Board | Member of Bord

Department o
Research
Planning and
Coordination

Department of
Material

Department of

Construction and |

Real Estate

Department of
Health and

Aerodrome —

Emergency
Assistance Services

Department of
Electronics

Personnel and
Administrative
Affairs

Legal Service

of Directors

Department of
Training and
Social Affairs

Department of
Air Navigation

Office of Executive | |

Assistant

Sadettin
PARMAKSIZ

Member of Board

of Directors

Department of
Private security

Department of
Management

Office of Press and | |

Public Relations

Aerodromes

Department of
Revenue

Office of Board of
Directors Bureau

Department of

Finnancial Affairs

DHMI Organisation. Source: DHMI
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42 Directorate General of Civil Aviation
The authority, duties, responsibility and
organisation of Turkey’s Directorate General
of Civil Aviation (DGCA) were set out in Turkish
Law r no.5431 of 10 November 2005. The
DGCA is a certified entity designated by the
Ministry of Transport, Maritime Affairs and
Communications and is the Turkish Regulator
Authority. Its regulatory remit includes:

12

N

e Flight stan

e Air transpd§tatipn
¢ Air navigation

e Aerodroges

d@velopment

rall organisational structure for the DGCA
hown in Figure 5 below:

N

Bilal EKSI

ibrahim TUNGC

Director General

am Resources

Legal Department

Private Secretary

irectorate
[ [
Haydar YALGIN Bahri KESICI M Fatih OLCAY
Assistant Director General Assistant Director General Assistant Director General
[ [
Sector
Flight trat
Airworthiness Air Transport Air Safety Airports '9 . Regulation Strategy
Operations . Development
Department Department Department Department and Training
Department Department
Department
[ [ [ [ [ [
) ) L Flight .
Airworthiness unications & Safety Ground Flight EU Support
. . ) Assessment - . . o .
& Maintenance | Air Traffic System & Permission Inspection Services Operations Coordination Services
Directorate Directorate Directorate Directorate Directorate Directorate Office Directorate

Office of
the Istanbul
Representative

Office of
the Antalya
Representative

Figure 5:

Air Traffic
Management
Directorate

International
Treaties
Directorate

Safety Training
Directorate

Airport
Standards
& Certification
Directorate

Flight Crew
Licensing
Directorate

DGCA organisation.

Source DGCA

Businesses
& Facilities
Directorate

Personnel
Records
Directorate

Air Health Unit

SAFA Unit

Budget
Directorate

R&D
Directorate

Data-
processing
Unit
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Principal Airports

th;rgest airport in Turkey

e for Turkish Airlines. The
internatioNgl terrhinal was developed under
aBQ ssion agreement by TAV, and
et o C3HMI in 2005. TAV subsequently bid
a as awarded a separate concession
rate the airport until 2021.

51 ]stanbul
Istanbul Atatyrk

Flight standards
¢ Air transportation
¢ Air navigation
e Aerodromes
e Aviation security
e Strategy development

The overall organisational structure for the DGCA
is shown in Figure 5 below:

Operator TAV
Concession until 03.01.2021
Passenger traffic (2011) 37,452, 187
Potential future None defined

developments

Location




52 Antalya

Antalya Airport is the second-largest airport

in Turkey, with its operation dominated by
international tourist traffic. The two international
terminals were developed under separate BOT
concession agreements, and are now subject to
a separate, unified, operating concession.

Operator
IC-Fraport

nder'a concession agreement by

, was established by SSM to act as the
ort authority in 2001, and continues in this
ole alongside the concession.

e other major Turkish airports, the

14

Concession until
31.12.2024

Passenger traffic (2011) < >
25,113, 635
n

Potential future d ts
None defined \

&

-

Operator

ISG (Limak Holding-Turkey, GMR
Infrastructure-India and Malaysia Airports
Holdings Berhad)

Concession duration
22 years from 2008

Passenger traffic (2011) 12, 749, 230

Potential future developments
Development projects reflected in the master
plan include:

¢ A second runway, taxiway upgrades and
control tower. Preliminary design is complete,
and infrastructure works are likely to be
procured under a design and build contract
via DHMI

e Potential development of satellite terminal
building by concession company within the
next five years, dependent on traffic growth
and infrastructure provision

Location
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sign capacity
JO million passengers per annum

Passenger traffic (2011)
8,520,649

Potential future developments
None defined

Location

i AV/AL T

% T
'l“'ll'm‘.s'.mmu -Eﬁf{‘.‘r"“
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Apport International Terminal
tion Management and Investment

ncession period
10.01.2015 (international terminal)

Passenger traffic (2011)
8,542,811

Potential future developments

TAV Ege, a subsidiary of TAV Airports, is to
develop a new domestic terminal at Izmir,
and take over the running of the international
terminal until 2032.

Location
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5-6¢ Other Airports

Other existing Turkish airports handling over
one million passengers per annum include:

Table 4: Turkish

airports handling Airport 2011 passengers (000)
between Tmppa
and 5mppa. Source: Dalaman 3,733
anna.aero Bodrum 3,379
Adana 3,273
Trabazon 2,266 \
Diyarbakir 1,691
Gaziantep 1,310 e ’
Kayseri 1,16 $
é
©
Other airport ntly under development
under a BO include:
Table 5: . Concession company Duration Quoted investment
Other Turkish BOT
developments. IC-Ictas 29 years, 11 months €50m

Source: DHMI Skyline Transportation and 9 years, 10 months, 10 days €357m

Trade Inc/Zonguldak Civil
Aviation Industry and Trade
Corporation




© Punchstock

Turkey has a highly successful contracting sector, Tunisia

with a number of medium to large firms operating  Enfidha-Ha et, wionastir Habib
both in conventional construction and as Bourguiba
partners in infrastructure PPP projects. Drawing
on geographic, cultural and political links, major For oslav Republic of Macedonia
Turkish contractors are highly active in the wider  gSk¢bjgMlex@nder The Great, Ohrid St.Paul
region, including the Middle East, North and East tle
Africa, Russia and the Central Asian republics.
Turkish contractors/developers with signifiant us:ll Arabia
adinah

experience of or declared interest in thefavigion
sector and met as part of the prepardggn of
scoping report include:

6.1 TAV
TAV was originally estab in 1997 by

In addition, TAV Airports has significant stakes
in a number of service companies operating in
the airport market:

Havas
Turkish ground-handling company

two Turkish contrac e and Akfen) in
partnership with Yi irport to bid for the .
. h . . ATU
CONCESSIoN oy ct e international terminal Duty Dutv-free retailer operating in Turke
at Istanbul AJETN. ®he TAV group has evolved y y P g Y,

Georgia, Tunisia, the former Yugoslav Republic

to bego galg |lnterna.t|<_)r.1al airport oper.ator of Macedonia and Latvia
andycONEracygr — with activities separated into
Wﬁx&' gs, TAV Airports Holding (TAV BTA
pNts¥and TAV Construction. TAV Airports
ing was presented for initial public offering

in 2007, and is listed on the Istanbul Stock

xchange. In 2012, Aéroports de Paris acquired
a minority shareholding in both TAV Airports and

TAV Construction.

Food and beverage service provider
TAV Operations Services Commercial and
passenger services

TAVIT
Providing turnkey IT solutions, systems

511 TAV Airports integration and in-house airport IT products

TAV Airports currently operates concessions in: TAV Private Security

Providing security-screening services in
Turkish airports under the supervision of
Airport Police

Turkey
Istanbul Atatirk, Ankara Esenboga, Izmir
Adnan Menderes, Antalya Gazipasa

Georgia
Thbilisi, Batumi
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612TAV Construction

TAV Construction has a significant airport
construction track record in Turkey and the
wider region, both in conjunction with TAV
Airports and as a stand alone contractor.

construction by Engineering News-Recoigd.
Current works include:

TAV Construction is currently involved in over
US$10bn-worth of airport related projects, and
in 2011 was rated third in the world for airport Ictas

essi®gs:
tional

¢ |n conjunction with TAV Airports’ ¢

¢ Prince Mohammad Bin Adbulaziz Ifte
Airport, Madinah, Saudi Arabia

¢ |zmir Adnan Menderes Airp

Construction contracts, g [wvith
partners include:

e Abu Dhabi Inter %irport, United Arab
Emirates (1§ Q inal),

e New Doh jonal Airport, Qatar
* Mugc nal Airport Oman
UCNge construction)
| Aziz International Airport, Jeddah,
% abia (aircraft maintenance hangars)
w [ripoli International Airport and New

bha International Airport, Libya — on hold

82 Limak

Limak is a Turkish conglomerate operating in
construction, infrastructure, cement and tourism
— with a turnover of over US$2bn. A family-owned
business established in 1976, Limak has had
recent involvement in the aviation sector through
PPP development projects in:

e |stanbul Sabiha Goékgen Airport — as described
in greater detail above

¢ Pristina International Airport, Kosovo. This is a
20-year BOT concession, with an investment of
some €130m, including a new terminal building,
air traffic control tower, apron works and
runway extension.

19

ND

t in the infrastructure
sector includgs dgbncessions for ports, power
generation and y distribution, while its

constructyn work includes highways, rail,
eneri dustrial projects.

Limak’s widerg

CTAS INSAAT (IC ICTAS CONSTRUCTION)
s the flagship company within IC ibrahim
Cecen Investment Holding A.S. It is involved in
construction activities across industry sectors,
including aviation, maritime, rail, bridges, energy,
and industrial and commercial development.
It operates as both a partner in BOT airport
development, and as a contractor working for
DHMI and other airport developers.

IC ICTAS has significant experience within
the aviation sector, both within Turkey and
internationally, with notable examples including:

e Construction and operation of Antalya Airport
through a combination of BOT concession
contracts and commissions from DHMI,
and Zafer International Airport, under a BOT
concession contract

e Ordu-Giresun Airport, under contract
from General Directorate of Infrastructure
Development (DLH)

¢ International terminal at Izmir Adnan Menderes
Airport as the contractor to a BOT concession

¢ Recent international airport construction
experience includes:

e St Petersburg Pulkovo Airport, working as
the contractor for the BOT concession on the
development of a 15mppa terminal complex

e [nternational terminal developments at Varna
and Burgas in Bulgaria, working as the
contractor for the BOT concession.



UKTI Turkey Aviation Scoping Report

¢4 Enka insaat ve Sanayi A.$

Established in 1967, Enka is a leading Turkish
construction company, with annual turnover
of over US$5bn. It is primarily engaged within
construction activities in Turkey, the Russian
Federation, Kazakhstan, Europe and a number
of other specific locations in the Middle East a
Africa. Enka is also engaged as an investor an
developer of real estate and as the operajgl of
a retail network within Russia.

Enka’s primary involvement in the a\N
sector includes:

e The recently completed deg d build
contract for the developm Terminal 3 at
Moscow Sheremetyevo rt for Aeroflot —

including the termi 3ng, 350,000m2 of
apron works an %ted support facilities.
e The Main % r the development of the
main termi ings of Muscat International
Airport n partnership with Bechtel
and Ngh Engineering Company. The
\ warded in February 2011, is due

ONgOMDletion in April 2014.

r Turkish contractors who are understood
have potential interests in the aviation sector
within Turkey and/or in third markets include:

e Sabanci

e Kolin

e Alarko

e Yapi Merkezi
e Varyap

e  Polimeks

The contractors visited during the preparation

of this report all recognise the quality, capability
and diversity of the UK aviation supply base, and
have established links with UK business for both
services and products. Priorities in the selection
of supply- chain partners include:

e Quality

e Speed of r§sp@hseParticularly on BOT
contracts with ptionally fast schedules

e Cost

Th ureent of suppliers for conventional

%o contracts, where particular

ation requirements may apply and

ere overall selection is often cost dependent,
s typically by tender to known suppliers. For BOT
contracts, longer-term sourcing arrangements
are sometimes in place, to take advantage of
synergy in operations and maintenance.




7.1 Build-Operate-Transfer Concessions

Since the mid 1990, major airport terminal
developments in Turkey have generally been
carried out using a BOT concession model, as
previously noted. The design of these terminal
developments has typically been based on the
winning scheme from a design competition. Thg
winning architect retains a level of involvement
in both the implementation stage and in

future expansions, based on the rights &'t

project author under Turkish Law. Sojge BO
concession teams have brought an expigienced

airport architect/designer into their team fo
work alongside the project ayfioNguring the
execution stage.

72 State Develo ojects
Terminal de en rks at smaller regional
airports, an infrastructure development
at the majgui rports, have been carried out
und r@rol of DHMI. Design works are
N rried out by the General Directorate
IMgsWcture Development (formerly General

ctorate of Railways, Ports and Airports
Cortstruction), DLH.

73 Future Development Projects
Potential forthcoming airport development
projects in Turkey include:

731New Istanbul Airport

Turkey’s most recent strategic infrastructure

plan (2009-2013) recognised the need for a third
Istanbul airport — which was generally expected
to be delivered later this decade. Recent
pronouncements from the Turkish Prime Minister
and from the Ministry of Transport, Maritime
Affairs and Communications have indicated that
the procurement of the new airport is likely to
start in early 2013, driven by traffic growth and

21

TAYAKADIN

@

ATATURK
HAVA LIMANI @

SABIHA GOKCEN

From discussions with DHMI and local
organisations, the common understanding
of the project as follows:

e Procurement will take place via a BOT
concession to include both terminals and
infrastructure.

e The development is likely to be linked to a
change of use for the existing Atatlrk airport
to a ‘boutique’ airport.

e The airport is likely to be designed with an
ultimate capacity of 150 million passengers
per annum, with a first phase in the order of
100 million.

¢ The estimated construction cost for the first
phase, with a target schedule of three years,
is approximately €8.5bn.

¢ The capital cost, increased from earlier
estimates of €5bn, takes account of the
extensive civil engineering works that will
be required to prepare the site — including
the filling of lakes and old mine workings
and other ground improvements.
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e The launch of the tender is subject
to the approval of Turkey’s Supreme
Planning Council.

¢ |t has been suggested that DHMI will
guarantee a minimum of 320 million
passengers over 25 years, with a further
guarantee of passenger numbers in the
early years of the concession.

There are likely to be significant opportunjs for
UK companies providing consultancy sé€rviges to

bidders during the tender stage, and Ny the Wder
supply chain with the successful bidder.

7.3.2 Expansion of Istanbu %Gékgen

In parallel with the plan lopment of a new
Istanbul Airport, fur, xpansion of Istanbul
Sabiha Gokgen M uired to support
continued tral} wih. The most immediate
potential de @ sent will be the second runway,
with oudfirfield works and a new control

tQ praliminary design for this has already
eted, and it is expected that a design/
%& build contract will be procured, via
l, in the near future.

onger term (pre 2020), a new midfield satellite
is likely to be required to meet demand.
Procurement of this will be by the operating
concession, but the process is not yet defined.
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UK Trade & Investment is the
Government Department that helps
UK-based companies succeed in
the global economy. We also help
overseas companies bring their
high-quality investment to the UK’s
dynamic economy acknowledged
as Europe’s best place from which
to succeed in global business.

UK Trade & Investment offers
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and other diplomatic offices around
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competitive on the world stage.
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Business Grow Internationally.” These
“solutions” are available to qualifying
businesses, and cover everything
from investment and grants through
to specialist advice, collaborations
and partnerships.

O

URN 13/639 - UKTI Turkey aviation
scoping report

Published February 2013
by UK Trade & Investment
© Crown Copyright

O)
Q’\





