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Session 4 - Group Exercise: Cost Allocation

Working in groups, review and answer the following questions,

A truck belonging to the maintenance department that was on that specific day
available for other than maintenance-related work broke down during delivery of office
equipment destined to the personnel department, located in the main terminal. This,
of course, prevented it from accomplishing its second mission for that day, i.e. bringing
spare parts to the fire-fighting department. The head of the maintenance department
had (a) to find a replacement for the second mission, and (b) to send the truck for

repair, How would you register and share the various costs involved?

Session 4 - Group Exercise: Wonder Airport charges and rates - Scenario 1 (dual-till)

COSTS (cateqgories usb COSTS (service lines) usb REVENUES usb
Personnel & benefits 6,500,000 Runway system 10,000,000 Runway 10,000,000
Administrative overheads 500,000 Passenger terminal 10,000,000 Passengers 10,000,000
Operations & maintenance 6,000,000 Non-aeronautical 10,000,000 Non-aero 10,000,000
Other non-capital costs 3,500,000 [ Total costs 30,000@0_] [ Total revenues 30,000,000
Total operating costs 16,500,000
Depreciation/amortization 6,000,000
Interest 4,500,000
Taxation 3,000,000
[ Total costs 30,000,000 |

AIRSIDE (RUNWAY SYSTEM)

Calculation of landing charges. Base: MTOW (service units = sum of MTOW)

Number of CBYR 9 cxD
Air e MTOW landings/year & Service units Cost/unit Costs Revenues
B747 395,000 1,000 395,000 6 2d Q,No3, 658
A330 230,000 1,500 345,000 2 36/ 396
B767 173,000 2,000 346,000 5360 230
A320 74,000 3,000 222 000 SN
ATR42 17,000 9,000 65 i 51950
Number of landingslyear 827c¢c5 16,500 yap) o0 loan 224
Total number of service units ‘
Total runway system costs and revenues (USD) 10,000,000 10,000,000
[ Landing charge (USD) per t(oh 04 ]
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Case Study #2:
Wonder Airport Development Plans and Privatization

Wonder is an autonomous (govemment-owned) aifport The passenger terminal’s
declared capacity is 3,000,000 passengers per annum,

Cumrent annual traffic at Wonder Airport is as follows:

= aircraft movements: 32,700 (i.e. 16,350 landings and 18 350 take-offs);
= passengers. 2 863 700 (i.e 1,431 850 embarked and 1,431 850 disembarked).

Wonder Airport has a not-for-profit status. It staried operations only a few years ago. Ks
assets are valued at USD 150-million and its capital costs (amortization and interests)
are high. Since the opening, it has more or less broken-even. Wonder Airport applies
the single-till. Cumant revenues and costs are as follows:

LsD
YA 000 mill o
Revenueas:
«  Landing & related 5.0
= Passengers 5.0
#  Mon-aeronautical 20.0
Tolal revenuaes 300
Expenses (categories).
*  Personme| T.0
« D&M 6.0
&« Other is
« Depreclation’armodization 6.0
& |miberest 15
& Taxation a0
Total expensas 0.0
Met resuit: 0.0
Expenses (service lines):
Airside (rurmway system) 10.0
" Terminsal 10.0
MNon-aeronautical 10.0

Traffiz growth has been moderate since the opening of the airport {a 3% annual average
growth).

Recently, a low cost aifine (LCC) started operations at Wonder Airport.  LCC has two
60-tonne, 140-seater aircraft based at Wonder Airport. LCC has indicated it would add
four more aircraft bo be based at Wonder Airport in the next two years, 1o serve 12
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