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BRI

Taoyuan
Airport

PDrving Forces for Airport Economy

David Fei

President & CEO
Taoyuan International Airport Corporation Ltd.

Content

About Taoyuan Aerotropolis

What are investors Looking For in Airports?

Airport Business Planning & Commercial Planning
Key features to develop Non-Aeronautical Revenue
Challenge & Opportunity

MhWNRE
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About Taoyuan Aerotropolis .

¢ The Airport & Airport city planning
* Airport city has 6,845 ha. in total area including 5 Major Development Zones (Logistic &
Trading, Gateway of Taiwan, Administration & Finance, Culture/Creativity/Science/R&D,
LOHAS Quality Residence)
* The Airport is about 2,000 ha. area as a core development.
* The Airport MRT will launch in 2016.
| s, -] -—Airport MRT w"‘*

T MRT G li o ot

=== Taoyuan reen line -

MH%E:EK‘E&%@E = Taiwan High Speed Rail mau

eTE AR . A KRR T G15 & G16
Planning Concepts: 5 Major Development Zones YRHFEERE

XARIE - WP FRERT T
Culture, Creativity, Science
and R &D

[E CET TS Tt

WA TSRS RESE 8RS T

MO E R E N EBE L L. AR LS ORI PITH S
TosaonEal wF

:
= L. o
EEMFE
R =S T
Gateway of Taiwan rem
w1 ranen G 14
BUREN 2 TRE

QAR EELUT
] LOHAS Quality Residence
e A16/61

fTBUR:

What are Investors Looking for in Airports? +

Transparency and visibility provided by the regulatory regimes

Regulatory Framework Traffic growth defensiveness = growth offensiveness

Traffic outlook
Normalization of capacity growth
Aeronautical and non-aeronautical business

Retail spend

Profitability — I.(ey driver of earning-s growth, retail space, quality of retail and F&B
Evidence of cost savings

— Qutsourcing of services

Cash Generation and Revenue and earnings growth potential
valuation Strong FCF* generation and appealing dividend yield
Appropriate capital structure supporting healthy returns on equity

Source: Goldman Sachs Taiwan

*FCF: Free Cash Flow » 5 EER T » BIUPREEHT 8 A7 (N R RIeh 2 B EHE &
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Airport Business Planning +

Business Planning informs the physical master
planning and economic planning involving
detailed financial analysis, including:

Master Plan

H How to translate various components of
the master planning/ business planning into
monetary terms to arrive at a sustainable
business case- for airside and landside
assets.

B Examples on how to design regulatory and
pricing policy which allow concessionaires
to generate retailed earnings which can be
levered to raise construction bridge
financing.

M How the business cases and a range of
suitable PPP-options is assessed under
different scenarios, e.g. ROl and economic
benefits for the country.

Market
demand

Regulatory Business
Status Planning

Financial
Analysis

Source: Goldman Sachs Taiwan

Taoyuan Airport Commercial Planning +

B How the T3 airside Retail and Food & Beverage
facilities are the single biggest moneymaker of
the market

B How the T3 Plaza landside area will be a traffic
junction for all visitor groups to Taoyuan
International Airport(TIA) and all imaginable
commercial functions are planned to cater for
them

smexm B How the MFB multi-function area combines

' I the T3 Plaza, Hotel and offices. This

development will diversify the range of non-

aviation income sources of TIA

C ,/)l T3 and MFB - Commercial Areas
A Golden Opportunity for
Area

l Taoyuan Airport Corporation (TAC) non-aero income

drddedededede | ¥ o | opportunities:
ol . il . il S ) B What are the key commercial functions in the MFB
and T3 for TAC?
B \What are successful operating models?
B \What are the expectations of the stakeholders-
TAC, MOTC?
B What next steps can TAC take to capitalize on the

A, L 'l_ A 'l.. ,!.‘ 'l_ iR p -k A b B k-
Auipopipspgas Agg g p gt

Multi-Function Building (MFB) Area Concept opportunity?

o
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Key features to develop Non-aeronautical revenues "' aaaaa

oYU
Airport

« For a typical airport, non-aeronautical revenue items include:
— Terminal rents & leases ( counters, lounges, offices, shops, buildings)

The MFB development strategy:
A Scarcity Driven model

— Food and Beverage stalls
— Retail (shops)

— Car Parking
— Advertising
— Increasingly, landside development areas (MFB)
] 'y | ‘ !
——a I
I g i
o B ecting =HHP | T2
0 — g
L. - i L Ee——t _
= ¥ Pe———
! I il : i
—mA e J:—bf +34m

A look at benchmarking airports +

Non-Aero Revenues per Passenger (€/PAX)
(€) ] ==, TAYEAIRE R JEFTZE A

18 - 6.
PAX in TPE spent less in

shopping during 2011-13.

16 4

14

12 4

10 4

Fraport Venice Schiphol Vienna Beijing Taipei  source: Goldman Sachs Taiwan

* “Non-Aeronautical revenues per passenger” is a key indicator to performance of
airport commerce.
* Developing a Smart airport is a way to save PAX more time for shopping.
- Self service facilities: CUSS, Self BagDrop, E-Gates
- AOCS: Real time flight information Sharing & PAX traffic forecast
- Big data techniques: Collect & Predict PAX needs & demands

44



270 2015 F2HAREHE CEO Wi, WEE

Key real estate development in Airport: Office JI'Zv:s;.:-

Current Strategy Future Plan

* Targeting New clusters of Tenants such as:

* Over 90% in occupancy rate -Quality Medical services e.g. aesthetic
* Create high values of Real estate in medicine, health examination
Airports ’ -Airport airlines & other partners offices
— Average rent > catchment area; -International departments of multinationals
90% of Taipei 101 * Directly attached to the Terminal and Plaza
. Rent fee
Region (USD/m?) User
Taipei 101 31.3~50 Google, Bayer, Air China, Symantec...

Taovuan Airport airlines, C.1.Q.S., Retailers, Outsourcing vendors...
Y P (total occupancy rate is 90% 1)

B e 6.25~8.5 Services industry, Finance/Insurance industry, Company
headquarters...

South Taoyuan 4.1~5.31 Small company, traditional stores, Fill tech industry

Taoyuan city downtown 5.6376.88 EVA air, Services industry, Factory / Industry Zone...

Source: DTZ Taiwan

Hotel J*%M

* A 50-year BOT model operated by China * A new 5-STAR Hotel, 400 rooms

airlines & Accor Group. (2006~2056) » Attached to the Terminals via a covered
* Fixed land rent + Fixed concession ( about ‘ walkway

2-4% on gross sales) * Aims on 5% concession fee on gross sales.
* 360 rooms, over 87% in occupancy rate * Extensive conference & banquet facilities
* About USD18M Gross revenue in 2015

Occupancy  Average Room

Region / Hotel name Rate Rate(USD) Room Revenue % F & B Revenue %
Taipei Area 74.49% 144.25 40.70% 47.10%
Taoyuan Catchment Area 69.61% 82.69 44.00% 45.65%
Novotel Taipei Taoyuan International
Airport 86.58% 81.40 51.37% 40.01%
2ibaE B EMEE RS RIS
Sheraton Hsinchu Hotel o -
o WA B KBRS 76.85% 116.41 39.79% 48.98%
Hotel Royal Hsinchu o
o5 2 8 A 68.13% 91.91 45.66% 49.33%
Fullon Hotel Taoyuan
BB ML 76.91% 62.53 51.15% 43.90%
Fullon Hotel Linkou
_ 82.16% 90.88 44.31% 54.98%
BEAMRIE 0 i ’ 0

Source: Taiwan Tourism Bureau stastics (Jan-Jun.2015

9
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Retail "I";s,;:.:-
Future Plan- Retail Plaza

» Airport receives concession

revenues. + A Walkthrough Dutyfree in T3
+ Duty free: « Offers a variety of Retails and F&B to
- ROT (Reconstruction, Operate, » all visitors (PAX, staffs, meeters and
Transfer) or OT model greeters etc.)
- Being responsible to public area - Connected to hotel and offices via a
maintenance. covered walkway.

» F&B operators:
Offering a variety of F&B, including

certified Halal Muslim Restaurants. J Walking-thru Retail Plaza
after immigration in T3

* How to leverage Benchmarking
Airports’ successful experiences
to drive up airport economy?

* How to cooperate with alliance
airports to develop a better
commercial model for airports in
future?

Challenge & Opportunity +

* A Balance policy between Quality and Quantity —
A Threshold for Mainland tourists since 2011:
— (GIT) Group Inclusive Tour: 5,000 persons/day (updated 2015)
— (FIT) Free Individual Travelers: 4,000 persons/day (updated 2015)

* To ensure better traveling
quality in Taiwan, the policy
was agreed both by Association
For Tourism Exchange Across
The Taiwan Straits (s s <
Fitier) & Taiwan Strait Tourism
Association (&8 58k
t7dr) since 2011.

1
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Challenge & Opportunity +
* M.LT. Excellence

— Kinmen Kaoliang Liquor (or
Sorghum wine) Taipei Palace
Museum Limited Edition

— Alishan Oolong tea

— Quality Medical services
e.g. aesthetic medicine (8=,
health examination

— Sporting products

— Consumer electronics : Mobiles,
Laptops, LED TVs

Mechanics Proe
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