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Airlines Adjust Routes
DueTo Middle East Crisis

Theworld’'sairlinesbegan adjusting
flight schedules March 18 asindications
increased that hostilitieswould begin
betweentheU.S.andlrag.

British Airways said it would cancel
flightsto Kuwaitand Israel inresponse
to Foreign Office warningsto British
citizenstoleavethose countries. BA’s
British staff inthose countries will also
beleaving, the airline said. BA said it
hasn'tdecided where toredeploy the
aircraftused ontheseflights.

Lufthansa saidithad noimmediate
plansto cancel the 84 flightsaweek it
operatesbetween Germanyandthe
Middle East. Lufthansa’s schedule
includes sevenflightsaweektolran, 17
tolsrael, three to Kuwait, nine to Saudi
Arabia, 21to Egypt, threetoOman, 11
tothe United Arab Emirates, fourto
Sudan, fourto Jordanandfiveto
Lebanon.

Air France Group saiditalsohad no
immediate plansto suspendflights.
However, the company said itwould
waive some restrictionsonticket
exchangesinresponsetotensionsinthe
Middle East.

Qantas Airwaysannounced contin-
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gency arrangementsforindividual ticket
holders affected by the military uncer-
tainty. The Qantas policy will offer
flexibility to all individually ticketed
customersonQantasservicesticketedin
North America (U.S., Canada, Mexico).
The policy allowsthem to make aone-
time changetotheirtravel planswithout
payingthe standard changefeeonlyin
the event of amilitary actionoraU.S.
Homeland Security-issued Level Red
Alert.

Further, Qantassaiditwill cutthe
equivalent of another 1,000jobs since
bookingsfell off due tothe pending
Middle East military situation. “Qantas,
along withmany other international
airlines, isexpectinga 15 percentto 20
percentfallin demand forinternational
airtravel,”the company said.

SAS and Finnair said they would not
close any routes due to the conflict.

AeroportidiRomaGains
Additional Financing

AeroportidiRomasS.p.A., whichoperates
Rome’stwo international airports,
reported thatit significantly improvedits
financial structure and flexibility witha
euro 1.845billion asset-backed financ-
inginlate February.

Thefinancing, arranged by Barclays
Capital and Mediobanca, was strength-
ened by atriple-A-rated guarantee on
euro 1.2 billion of asset-backed notes by
Ambac Assurance U.K. Limited.

Aeroporti diRomaholdsthe conces-
siontorunRome’s Fiumicinoand
Ciampino Airportsuntil 2044. The
airports, formerly owned and runby the
Italian government, were privatizedina
seriesof transactionsthatbeganin 1997.

IATA Claims New Heathrow
Charges AreExcessive

TheInternational Air Transport Associa-
tion (IATA) criticized as “excessive”

increased chargesapprovedbythe U.K.
Civil Aviation Authority for London’s
HeathrowAirport.

Thechargeswouldincrease at
Heathrowby 9 percent, effective April 1,
followed by increasesof 5.6 percent
aboveinflationfor the following four
years. Theseincreasesareintendedto
help pay forfuture airportinfrastructure
investment.

Intotal, the airlineswould be asked
to pay 40 percent additional costson
top of inflation, IATA claimed, saying
these costswould “inevitably” have to
be paid for by passengersthrough
higherfares.

“The proposedincreasesare exces-
sive and unacceptabletothe airlines,
especially nowwhenthey are just
startingto getback ontheirfeet. In
addition, the idea of paying today to use
theairportinthe futureisabsurd,” said
GiovanniBisignani, IATA director
generaland CEO.

Bisignani said that, “Air transportis
going through one of the worst crisesin
its 100-year history and the proposed
increasesare counterproductivetothe
effortthe airlines are making toward
stabilizationandrecovery.”

The proposed chargeswould help
BAArecoverinadvanceitsinvestment
infutureinfrastructure, including the
planned Terminal 5. “The airlines
should not be expectedto pre-fundan
airport’'sinvestment, nor shouldtheir
passengers be askedto pay nowfor
future servicesthey may neveruse,”
Bisignani stated.

BAA plc, however, welcomedthe
final decision onthe price control
formulaat Heathrow, Gatwickand
Stansted. BAA Chief Executive-
designate Mike Clasper said, “As
expected, thefinal formulaistough, but
realistic. Itwill enable usto proceed
with our 10-year 7.5 billion (pound)
programtodeliverinfrastructure
improvementsatall three London
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airports.”

Canadian Government
Proposes New TransportPolicy

Canadian Transport Minister David
Collenette recently unveiled anew
transport policy and said the govern-
mentwould introduce legislation that
would provide concrete stepsto
preserve andimprove competitioninthe
transportation sector.

Underthe proposals, Air Canadaand
low-costrival WestJetwould be forced
tointerline with other Canadian carriers.
Air Canadaalready has someinterlining
agreements, whichallowwhichsmaller
carrierstotake advantage of larger
airlines’ networks. ButWestJethas
chosennottohavethem.

The government said itwould not
seektoraise the maximum foreign
ownership stakein Canadianairlinesto
49 percentfrom the current 25 percent.

U.K.ProposesOptionTo
Increase Gatwick Capacity

The U.K.'sDepartmentfor Transport
released anupdated “consultation
document” for optionsto handle
increasingdemandinthe country’s
southeasternregion, andincludedan
increasein capacity at Gatwick asaway
toaddressthe country’s aviation
capacityissuesoverthe next30years.
The original proposals, issuedin July
2002, included newrunway possibilities
for several airports, but not Gatwick.
Local officials challenged the conclu-
sionand, inNovember, the U.K.'stop
courtsaidthat not consideringanew
runway for the airport waswrong. Rather
than challenge the decision, the
governmentsaiditwouldrevisethe
plansandissue anewdocument.
“Accordingly, there are two options
forasingle newrunway at Gatwick and
one option fortwo newrunwaysthere,”
Transport Minister Alistair Darling told
the House of Commons. “The papers
alsosetoutalternative assumptionson
the timing of these Gatwick options,” he
noted. Thedocumentisone of aseries
thatlook ataviationinfrastructure
optionsthroughoutthe U.K. for the next

threedecades.

The governmentis seeking inputon
all of theideas, and plansto publisha
white paper later thisyear recommend-
ingwhat stepstotake. The original
comment period wasslatedtoendin
November 2002. Inlight of the Gatwick
revisions, however, the processwill
extend through June 30, 2003.

AeroportsdeMontreal
Reports 2002Revenues

Aeroportsde Montreal reported consoli-
dated revenuestotaled $197.3millionin
2002, representinganincrease of $14.9
million or 8.2 percent compared with
2001. Withthe exception of revenues
generated by aeronautical activities, all
otherrevenue categories, especially
airportimprovementfeesandinterest
income, postedincreasesoverthe
previousyear, the company said.

In2002, the company noted that it
proceededwiththe expansion program
atMontreal-Dorval International
Airport, thefirstelements of which will
enterintoservicein2003. Asof Dec. 31,
2002, Phase | of expansionwork was 80
percentcomplete. The newtransborder
jetty isto be inaugurated in April as
planned, while expansion of the main
terminal building tothe northeastisto
be completed by July of thisyear. Work
onPhasell, includingthe newarrivals
handling facilities and the construction
of anewinternational jetty, was also
initiated late in 2002.

Corporateinvestmentsin 2002
totaled nearly $160 million, compared
with $80 millionin 2001, officials said.
Expansion at Montreal-Dorval alone
necessitated theinvestment of $136
million during 2002. The sources of
fundsusedforinvestmentsinthe
facilitiesincluded airportimprovement
feesor AlFs ($50.2 million), cash flow
generated by airport operations ($22.2
million) and long term debt ($87.6
million).

Operating expensesamountedto
$105 millionfortheyearunderreview,
down$13.4millionor11.3 percentfrom
2001. Thisdecreasewasduetothe
reductionin carrying chargesonlong-
term debtthatwasrefinancedinthe

second quarter, aswell astothe contain-
ment of controllable expensesthrough-
outtheyear. However, thiswas partially
offset by theincreasein security and
insurance coststhatfollowedinthe
wakeof 11 September2001.

Duringtheyear, Aeroportsde
Montreal generated asurplusof rev-
enuesoveroperating expensesof $27.2
million, anincrease of $11.2 million or
70.4 percentcompared with 2001.

Ryanair Announces Plans
ForbuzzOperations

Discount carrier Ryanairannouncedit
wouldlaunchedimproved service May 1
on 13routes operated by no-frills carrier
buzztoFrance, Germanyand Spain.
Ticket priceswill be cutin half to
promotethe service.

Ryanair, whichannouncedin January
that it would pay KLM 23.9 million
euros ($24.7 million) for buzz, will
headquarterthe airline atLondon’s
Stansted Airport.

Moody’s Lowers Rating
On ArubaAirportBonds

Moody’s Investors Service loweredthe
rating onthe $72million Series 1997A
and 1999 revenue bond debt of Aruba
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Airport Authority to Balfrom Baa3. The
rating outlookis negative.

Moody’s said thisrating action
reflectscontinued weaknessinthe
airport’stourist-based air service market.
Also considered wasthe potential for
further near-term stressontheairport’s
financial operations, giventhe tourist-
basedeconomyandthe dependenceon
theU.S.market.

The 2003 budgetisbasedonal
percentpassenger growthforecastthat
Moody’s said may be too optimistic.

Australian Air Ready To
Launch Major Expansion

Australian Airlines said it will launch its
firstmajor expansionwith the addition
of two 767-300stoitsfleet. The airline
saiditwouldincrease service onsome
existing routes, commenceflightsto
Bali from Sydney and Melbourne by the
end of July andintroduce international
servicesbetween Cairnsand Sydney
fromthe middle of the year.

Australian Airlines Chief Executive
Officer Denis Adams said the response
tothe Australian Airlines concept
since the carriercommencedflyingin
Octoberlastyearhad beenextremely
positive.

“We are currently operating nearly 30
flights aweek between Cairns and six
Asian destinationsaswell as connecting
servicesforinternational passengers
between Cairnsandthe Gold Coast,”
Adamssaid.

BA Chairman Calls For Priority
Status For Open Skies

British Airways’ chairman Lord Marshall
calledforthe European Commission’s
mandate for negotiating open skies
betweenthe EUand U.S. tobe a“trail
blazing priority.”

Governmentshavetochangethe 59-
year-old economic regulatory framework
withwhichinternational air transportis
still saddled, hetold delegatesatan
international aviation conference.

Unlike other business sectors, suchas

telecommunications, bankingandthe
carindustry, airtransportwas just
playing at globalization due tothe
straitjacket of national sovereignty and
archaic ownershiprules, headded.

“We are the only business sector
where capacity, pricesand participants
are controlled by the state. Because of it,
our system of international alliance
based oncooperative agreementremains
substantiallyimpotentandfragile. For
alltheir evidentworth, the current
systems of alliance partnershipsare, in
reality, poor excusesfor genuine global
businessdevelopment.”

“Our global carriersare crying out for
consolidation—for cross border merger,
acquisition and joint equity venture, in
the sameway asthe intra-Europe
airlines. There are simplytoo many
global hubs andtoo muchglobal
capacityin Europe,” Marshall said.

The presentcrisisinthe Middle East
couldtrigger consolidationin Europe
where there isalready “airline blood on
the walls”andinthe endthere could be
only three global airlinesin Europe,
Marshall predicted. “Letme assure you
thatwe wantto seethe developmentofa
truly European air transportindustry,
withthe commissiontaking on overall
responsibility for air service negotia-
tionswith other countries, and for
competitive issuesfor all aviation,” he
concluded.

DeutscheBA SetsPlans
For Discount Market

British Airways’ German carrier
Deutsche BA saiditisdeveloping plans
tosucceed asadiscountairline, despite
easyJet'sdecision notto purchasethe
company.

There are noplansto shutdownthe
airline nowthatthe sale hasbeencalled
off, BAsaid. Instead, the carrierwilladd
serviceto Nice and Malaga atthe end of
March. British Airways, however, said it
is still planning to sell the airline.

EasyJetsaidithad made the decision
to back away from the deal because of
two “insurmountable hurdles™—its

inability towin newagreementsfrom
DBA staff and a substantial deterioration
inthe performance of all German
airlines.

RayWebster, easyJet'schiefexecu-
tive expressed disappointmentaboutthe
situation. “Despite months of exception-
ally hardwork...there have beentwo
insurmountable hurdles,” he said.
“Firstly, therigidity of German labor
laws has made itimpossible to get
acceptance of easyJet conditions of
employmentfrom key staff groups,
despite numerousattemptsand different
approaches.

“Second, since we negotiatedthe
optionthere hasbeenasubstantial
deteriorationin the financial perfor-
mance of all airlinesinthe German
market, including DBA. Thisisinlarge
partduetothe specific characteristics of
the Germanmarketandin particularthe
highly aggressive pricing policies of
Lufthansa.

“Itisdisappointing that we have had
tomakethis decision. However, we
always madeit clear that we would not
compromisethe easyJetbusiness
model,”Webster explained.

IAAE-Central Europe
Holds First Meeting

The International Association of Airport
Executives-Central Europe heldits
inaugural conferencein Budapest,
Hungary, Jan. 24-26 andfocused onthe
effects of European Union expansionon
Central Europeanairports.

Representativesfrom several Central
Europeanairports (Beograd, Vienna,
Dubrovnik, Copenhagen, TarguMures,
Salzburg, Splitand Zagreb) provided an
outlook on near-term developmentsat
theirfacilities. The 35 meeting partici-
pantsalsodiscussedthe possible
privatization of airports.

IAAE-Central Europe will meet next
in Dubrovnik, Croatia, duringthe June
30-July 2 Europe/U.S. Airport
Privatization and Terminal Concessions
DevelopmentWorkshop, sponsored by
AAAE andIAAE.
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News From Around The World

Total scheduled international passenger
trafficincreased by 11 percentin
January overthe same monthin 2002,
accordingtothe International Air
Transport Association (IATA). All
regions had positive revenue passenger
mile growth in January with Middle
Eastern carriersleading the way at
24.83percent, IATA said.

Qatar Airways will beginflyingto
Rome,Manchester, Kochiand
Islamabad inthe next couple of
months, extending its route network to
42 global destinations.

US Airways filed an application with
the U.S. Department of Transportation
for route authority to operate nonstop
roundtrip service between Fort Lauder-
dale,Fla.,andBermuda. Theairlineis
seeking approval to begin seasonal
summer serviceinJune 2003 and said it
would servethe marketyear roundwhen
market conditions permit. Flights will
be operated using Airbus A319 aircraft.

Frenchcarrier Air Jethas been put
into receivership after filing for bank-
ruptcy. The Paris-based carrier, which
flewcharter servicesand codeshare
flights on behalf of Air France, has
suspendeddomestic servicesfrom Paris
toLaRochelleand St. Etienne. Despite
aninjectionof euro 1.2 millionfrom
newinvestors, the airline has continued
tostruggle with liabilities. Air Jet
started operationsin 1980 and was
originally part of Jet Services.

Tecnomatix Technologies, Ltd.
announcedthatMoscow’s
Domodedovo International Airport
haspurchased severaleM-Plantlicenses
to help plananumber ofimprovements
totheairport’'s passengerterminal.
Domodedovo International Airport—
one of Russia’slargestandfastest
growingairports—servicespassengers
throughout Russia, Europe, Asiaandthe
U.S. Domodedovo International is using
eM-Plantto planthe reconstruction of
itsinternational terminal, predict
passenger flowand schedule day-to-day

passenger servicesoperations. eM-Plant
enablesthe modeling and simulating of
productionsystemsandprocesses,
allowing optimization of material flow,
resource utilization and logisticsfor all
levels of plant planning.

ChinaSouthern Airlines saidithas
reachedagreementandhasbeguncode
share flights with Shandong Airlines on
15domesticroutes. The newcodeshare
agreementisacomprehensive program
onnearly 70flightsthat originate, arrive
orstopoverinGuangzhou, Beijing,
Shanghai,Jinan or Qingdao.

SITA saiditdeployedthe world'sfirst,
XP-based Common Use Terminal Equip-
ment(CUTE) systematToronto Pearson
International’s T1-new terminal. SITA’s
nextgeneration CUTE XPisashareduse
software, hardware and network solution
thatenablesairlinesand handlingagents
atanairporttosecurely accesstheir
applicationsfrom workstations, printers
andotherdevicesemployedbyanyand
allusers. Thisis SITA'slargest CUTE
implementationairport project, and one of
theworld’'smostcomprehensive shared
usetechnology deployments, the com-
pany said. CUTE XP is designedtobe
scalable forairportsand airlinesof all
sizesandisavailable inwireless, dial-up
and lite versions.

Telephonics Corp., awholly owned
subsidiary of the Griffon Corp., an-
nouncedthatitwasawardedthree
contractsvalued atapproximately $7
millionfrom South Koreaand Sanya,
China.Underthese contracts,
Telephonicswill supplyitscommercial
Aerotrac Il Air Traffic Management
(ATM) system and Telephonics’
SkySearch 2000 Secondary Surveillance
Radar (SSR) system. The systemswill
provide newair traffic control and safety
equipment forthe maintraffic corridor
betweenJapan, Koreaand North Eastern
China. Telephonics’ Aerotrac Il Air
TrafficManagement Systemisan
advanceden-route and terminal automa-
tion system that features multi-radar

capacity, hightrackingaccuracyand
advanced flightinformation processing.
Work onthis program will be performed
at Telephonics’ facilitiesin Farmingdale
and Huntington, N.Y. Deliveryis
scheduledfor2003.

Mexicana Airlines saiditwould
institute new, nonstop service asearly as
May between Portland (Ore.) Interna-
tional and Guadalajara, Mexico, with
directservicetoMexico City and
Morelia.

L-Air Holding said that, in anticipa-
tion of the acquisition of 49 percent of
the sharesof Belgium Universal
Airways, ithasfinalized the complete
due diligence process, and closing will
take place onor before April 11.
Belgium Universal AirwaysisaEuro-
pean Airline based in Brussels, with
officesatBrusselsInternational
Airport, whichwill operate along-haul
network of flights between Brusselsand
major cities inthe world, with Airbus
A340-300aircraft.

L-3Communications said thatits
Securityand Detections Systems
division hasbeenawardedthefirst-ever
hold baggage systems contractin
Poland. The company unitwill supply
Poland’'sWarsaw Frederick Chopin
Airportwithautomaticinspection
systemsfor 100 percenthold baggage
inspection. The contract specifies
delivery of VIS 108 automated hold
baggage systemsfortheinspection of
check-inluggage. Deliverieswill begin
in May.

Airportoperator British Airports
Authority (BAA)isstartingtrials at
Heathrow of technology to provide
screening of passengersforexplosives,
using equipment from Smiths Detection.
Passengersinthe central searchareaof
Terminal 1 will randomly be selected to
passthroughthe Smiths Detection
Sentinel Il portal. The device candetect
the smallesttraces of explosivesona
person or clothing, providing security
staff with awarning within seconds.



