
     

TAV Havalimanları Holding A.Ş. / TAV Airports Holding Co. 
İstanbul Atatürk Havalimanı Dış Hatlar Terminali / İstanbul Atatürk Airport International Terminal 
34149 Yeşilköy / İstanbul / Turkey 
Tel : (90) 212 465 55 55 Pbx / Fax : (90) 212 465 50 50 
www.tav.aero 
 

 
 
 

        Date: 29.04.2007 

Subject: Announcement of results for the year ended 31 December, 2006 
 
TAV Airports Holding Inc. (ISE: TAVHL, “TAV”) announced results for the year ended 31 December, 
2006. The financial results in this announcement are audited, prepared in accordance with International 
Financial Reporting Standards (“IFRS”) and expressed in Euro.  
 
Highlights of the year 2006 
 

 The number of passengers using airports operated by TAV increased by 10% to 27.8 million in 
2006, compared to 8% growth in the number of passengers using airports in Turkey. TAV is 
the leading market operator in Turkey with a 46% market share.  

 Our operations have grown rapidly since June 2005, including the expansion of our operations 
at Ataturk Airport to include the international, domestic and general aviation terminals and car 
park, the acquisition of a 60% interest in Havaş in July 2005, the commencement of operations 
at Izmir Airport (September 13, 2006), Esenboğa Airport (October 16, 2006), the existing 
terminal at Tbilisi Airport (November 2005, included in the consolidated financial statements in 
2006). 

 Total operating income increased by 31% from €304.8 million in 2005 to €399.8 million in 
2006. This increase primarily reflected increases in aviation income and operating income 
related to ground handling and duty free operations.  

 Average duty-free revenue per passenger increased from €14.8 in 2005 to €16 in 2006, at 
Ataturk Airport. 

 EBITDAR (EBITDA before concession rent) increased by 12% from €149.3 million in 2005 to 
€167.5 million in 2006.   

 Net loss for 2006 was €64.3 million as compared to a net profit of €40.5 million in 2005. This 
was mainly because of higher finance costs, the change from a transaction gain in 2005 to a 
transaction loss, depreciation expense of new airports, non-recurring expenses relating to our 
restructuring and write-off of investment tax incentives.  

 Net debt decreased from €738 million in 2005 to €541 million in 2006, mainly thanks to the 
capital injection from our founding shareholders.  

 
Positive Outlook for 2007 
 

 The number of passengers using our airports increased by 15% YoY in the first quarter of 
2007. We observed strong growth in the number of passengers using Esenboğa Airport (26% 
YoY growth) and Izmir International Terminal (25% YoY growth). 

 The year 2007 will be the first full year of operations under the new structure. TAV Izmir and 
TAV Esenboğa did not contribute to operating income for the full year of 2006, since TAV Izmir 
began operations on September 13, 2006 and TAV Esenboğa on October 16, 2006.   

 In 2006, DHMI rent expense represented 35% of operating expenses (€133.3 million), 
indicating that our operating expenditure is largely fixed cost based. Our business model 
reflects a high degree of operational leverage, and higher passenger volumes will have a direct 
impact on our operating margins.  

 Since the expiration of the build-operate-transfer BOT concession at Ataturk Airport on July 2, 
2005, $60 million in mandatory capital expenditures have been made, of which $5 million was 
spent in 2005 and the remainder in 2006. There is no further plan to undertake any capital 
expenditures at Ataturk Airport for the duration of the concession. We have minimal 
maintenance capital expenditure requirements, as all of the airport terminals we operate are 
either newly constructed or have been recently refurbished. 
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Overview of the Year 
 

I. 2006 results are not directly comparable with previous periods:  
Our results of operations for the years ended December 31, 2005 and for the nine month period 
ended September 30, 2006 consists almost entirely of income and expenses generated from the 
operation of Ataturk Airport under the BOT agreement until July 2, 2005 and under the Lease 
Agreement after that date. Our operations have grown rapidly since June 2005, including the 
expansion of our operations at Ataturk Airport to include the international, domestic and general 
aviation terminals and car park, the acquisition of a 60% interest in Havaş in July 2005, the 
commencement of operations at İzmir Airport (September 13, 2006), Esenboğa Airport (October 
16, 2006), the existing terminal at Tbilisi Airport (November 2005, started to consolidated in 2006).  

 
II. Increased financial costs: Finance costs almost doubled in 2006, which was principally 

driven by a significant increase in interest charged on bank loans to finance the pre-
payment of concession rent under the lease agreement, Izmir and Esenboğa BOT 
investments and Havaş acquisition. Additionally, we incurred a loss (€9 million) from the 
change in fair value of derivatives.   

III. Depreciation expense of new airports: With the start of operations at Izmir, Esenboğa 
and Tbilisi airports, the BOT assets are straight line depreciated based on their useful lives 
during the term of the BOT agreement. However, the costs associated with the 
construction and financing of Esenboğa Airport, İzmir Airport and Tbilisi Airport, were 
capitalised through their respective phases of construction.  

IV. The first full year of concession rent expense: The depreciation expense related with 
the Ataturk Airport’s BOT period was included in depreciation and amortisation expense in 
our income statement for the period from January 1 through July 2, 2005. Since the July 3, 
2005 inception of the lease agreement, we have been recording concession rent expenses 
and the year 2006 is the first full year of concession rent expense. Therefore, we utilise 
EBITDAR, which we define as EBITDA before concession rent, to compare the operating 
profitability.     

V. VAT not recoverable: In addition to the rent payments, we also pay VAT on a yearly 
basis to DHMI, a significant proportion of which is non-recoverable. The non-recoverable 
portion of these VAT payments accounted for approximately 4% of our total operating 
expenses in 2006, compared to 2% in 2005. 

VI. Non-recurring expenses relating to old holding company structure: In 2006, we 
paid a non-recurring management consultancy fee of approximately €10 million, relating to 
our restructuring.  

VII. Transaction loss: The change from a transaction gain of €27.2 million in 2005 to a 
transaction loss of €9.8 million in 2006, was due to the depreciation of both the US$ and 
the New Turkish Lira against the Euro between these periods.  
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VIII. Deferred tax expenses: The tax benefit in 2005 primarily resulted from the recognition 

of previously unrecorded tax incentives. However, in 2006, we wrote off deferred tax 
assets related to unutilised investment incentives due to a change in tax regulations, which 
resulted in our not being able to use such tax incentives. 

 
Overview of 2006 Financials 
 

• Total operating income increased by 31% from €304.8 million in 2005 to €399.8 million in 
2006. This increase primarily reflected increases in aviation income and operating income 
related to ground handling and duty free operations.  
Our income stream is hard currency, based primarily in Euro and U.S. dollars, with aviation 
operations (which includes ground handling), accounting for 38% of total operating income 
and non-aviation operations accounting for 62% of total operating income in 2006. 

o Aviation income increased by 32% from €75.9 million in 2005 to €99.8 million in 
2006. This increase primarily reflects the inclusion of aviation income related to the 
domestic and general aviation terminals at Ataturk Airport for 2006 compared to only 
six months in 2005 due to our only having operated these terminals since July 3, 2005, 
the date of the lease agreement. In addition, we began to record operating income 
generated by TAV Georgia on January 1, 2006 which totalled €4.4 million in 2006. TAV 
Izmir started operations on September 13, 2006 and contributed €4.1 million to our 
aviation income. TAV Esenboğa contributed €3.5 million to aviation income, after the 
commencement of operations on October 16, 2006.    

o Sales of duty free goods increased by 15% to €106.6 million in 2006. This increase 
principally reflected an increase in average per passenger spend from €14.8 in 2005 to 
€16 in 2006, at Ataturk Airport. As the number of international and transit passengers 
increased by only 4% during the two periods, this increase principally reflected our 
having expanded duty free shops at arrivals at Ataturk Airport during the period and 
having improved the selection of goods available in our duty free shops.   

o Ground handling income increased by 123% from €22.8 million in 2005 to €51 
million in 2006. We acquired a 60% share of Havaş on July 5, 2005. As a result, 
ground handling income in 2005 is not directly comparable to 2006. In addition, Havaş 
entered into ground handling agreements with new airline partners, including Qatar 
Airlines and a new agreement with Turkish Airlines in 2006.  

o Concession fee-duty free increased by 28% from €38 million in 2005 to €48.8 
million in 2006. This increase principally reflected the new and more favourable terms 
negotiated by TAV Istanbul with ATU when TAV Istanbul was awarded the lease 
agreement by DHMI. Under these new terms, as of July 3, 2005, the concession fee 
payable by ATU to TAV Istanbul was increased from 35% to a weighted average of 
43% of total operating income generated by ATU. In addition to the increase in 
concession fee rates, average per passenger spend increased by 8% during the period 
to €16 from €14.8.     

o Catering service income increased by 12% from €23.3 million in 2005 to €26.3 
million in 2006. As our catering service income is generated almost entirely in New 
Turkish Lira, the depreciation of the New Turkish Lira against the Euro caused a 
reduction in the Euro value of our catering service income when recorded in our IFRS 
Financial Statements.     

• Operating expenses increased by 38% from €276.7 million in 2005 to €381.8 million in 2006. 
This was primarily the result of increases in rent expense, cost of services rendered and 
employee benefit expense, all of which were offset in part by a decrease in depreciation and 
amortisation expense.  

o Concession rent expenses increased by 91% from €70 million to €133.3 million in 
2006. Concession rent expenses principally consists of payments to DHMI under the 
terms of the lease agreement. Concession rent expenses paid for the two periods are 
not comparable, as the lease agreement commenced in July 2005.  
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o Cost of duty free inventory sold was €39.9 million in 2005, representing 43% of 

sales of duty free goods, and increased by 15% to €45.9 million in 2006, representing 
43% of sales of duty free goods.  

o Cost of catering inventory sold was €5.9 million in 2005 and increased by 30% to 
€7.7 million in 2006. This increase primarily reflects the costs associated with the 
increase in total area allocated to catering services in 2006.  

o Employee benefit expense increased by 71% from €40.8 million in 2005 to €69.8 
million in 2006. This increase principally reflected the inclusion of Havaş in 2006 
compared to six months in 2005. Employee expenses also increased in 2006 as a result 
of the inclusion of increased number of employees associated with new terminals, as 
well as due to an agreement with Turkish Airlines on January 1, 2006 for which we 
required extra employees.     

o Cost of services rendered increased by 68% from €14.8million in 2005 to €24.9 
million in 2006. Cost of services rendered principally consists of the consolidated 
portion of BTA, TAV O&M and Havaş’ operating expenses. Cost of services rendered is 
not directly comparable between the two periods, as we acquired BTA and TAV O&M in 
December 2005.   

o Depreciation and amortisation expense decreased by 68% from €51.3 million in 
2005 to €16.3 million in 2006. Depreciation and amortisation expense in 2005 related 
to Ataturk Airport. Prior to July 2005, we operated Ataturk Airport pursuant to a BOT 
agreement with DHMI. Accordingly, during such time, BOT concession was depreciated 
over the life of the BOT agreement that expired on July 2, 2005. As we have operated 
Ataturk Airport since July 3, 2005 pursuant to the lease agreement, there is no 
corresponding depreciation and amortisation expense associated with Ataturk Airport in 
2006. Depreciation and amortization of the Izmir Airport BOT investment began upon 
the opening of the international terminal on September 13, 2006 and amounted €5.4 
million in 2006. Similarly, Esenboğa Airport BOT investment began on October 16, 
2006 and the amount of depreciation and amortization expense was €3.3 million.  

o Other operating expenses increased by 55% from €54.1 million in 2005 to €83.9 
million in 2006. The increase was principally driven by an increase in VAT not 
recoverable and consultancy and management consultancy expenses relating to old 
holding company structure (one-off expenses amounted €15 million in 2006). 
Furthermore, with the start of operations at Izmir and Esenboğa terminals, other 
operating expenses increased by around €11 million.   

• Operating profit decreased by 36% from €28 million in 2005 to €18 million in 2006, mainly 
for the reasons described above.  

• EBITDA, which we define as profit (loss) adjusted for income taxes, investment income, other 
gains and losses, finance costs, transaction gains and losses, monetary gains and losses and 
depreciation & amortisation, decreased by 57% from €79.4 million to €34.3 million in 2006.    

• EBITDAR, which we define as EBITDA before concession rent and utilise to compare the 
operating profitability to the periods prior to the lease agreement taking effect, increased by 
12% from €149.3 million in 2005 to €167.5 million in 2006.   

• Finance costs increased by 108% from €40.3 million in 2005 to €83.7 million in 2006, which 
was principally driven by a significant increase in interest charged on bank loans to finance the 
pre-payment of concession rent under the lease agreement, Izmir and Esenboğa BOT 
investments and Havaş acquisition. Additionally, we incurred a loss (€9 million) from the 
change in fair value of derivatives.   

• Transaction gain (loss) reflects the impact of exchange gains and losses on our US$ 
denominated and New Turkish Lira denominated monetary assets and liabilities. The change 
from a transaction gain of €27.2 million in 2005 to a transaction loss of €9.8 million in 2006, 
was due to the depreciation of both the US$ and the New Turkish Lira against the Euro 
between these periods.  

• Income tax benefit (expense) consists of deferred tax and corporate taxes. In 2006, 
income tax expense was €9.1 million as compared to €9.9 million income tax benefit in 2005.  
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The tax benefit in 2005 primarily resulted from the recognition of previously unrecorded tax 
incentives. However, in 2006, we wrote off deferred tax assets related to unutilised investment 
incentives due to a change in tax regulations, which resulted in our not being able to use such 
tax incentives. We have deferred tax assets, primarily tax carry-forward losses, which may be 
used in the future. 

• Minority interest reflects the allocation of profit /losses held by the minority interest. Minority 
interest consists of the 75% of TAV Esenboğa (99% in Q3 financials) and 33.33% of BTA.   

• Net loss for 2006 was €64.3 million as compared to a net profit of €40.5 million in 2005.   
 
 
 
TAV Airports Holding Inc. 
 
 
 
Aziz Murat Uluğ  Nursel Ilgen, CFA 
CFO                 Investor Relations Manager     
  
 
 
 
For further information please e-mail to investorrelations@tav.aero 
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TAV Airports Holding Selected Financials  Year ended Year ended 

(Amounts expressed in Euro) 31 December 2006 31 December 2005 

Operating income  399.813.192 304.785.684 
Sales of duty free goods 106.577.547 92.478.101 
Aviation income  99.848.937 75.861.069 
Ground handling income  50.952.530 22.846.637 
Concession fee-duty free  48.764.477 37.953.622 
Catering services income  26.257.418 23.346.298 
Other operating income 67.412.283 52.299.957 

Operating expenses -381.845.113 -276.740.025 
Cost of catering inventory sold -7.719.770 -5.923.525 
Cost of duty free inventory sold -45.920.056 -39.882.122 
Cost of services rendered -24.917.635 -14.836.949 
Employee benefit expense -69.816.359 -40.754.489 
Concession rent expenses -133.256.893 -69.915.181 
Depreciation and amortization expense -16.302.861 -51.328.398 
Other operating expenses -83.911.539 -54.099.361 

Operating profit  17.968.079 28.045.659 
Investment income              18.319.384               15.224.762  
Other gains and losses                2.018.941                    407.938  
Finance costs (net) -             83.740.449  -             40.275.731  
Transaction gain/(loss) (net) -               9.786.752               27.152.931  
Monetary gain/(loss) (net)                              -                      96.152  
Profit/(loss) before tax -             55.220.797               30.651.711  
  
Income tax benefit /(expense) -               9.100.933                 9.889.549  
Profit/(loss) for the period from continuing operations -             64.321.730               40.541.260  

  
Attributable to:  
Equity holders of the parent -             59.265.474               37.253.127  
Minority interest -               5.056.256                 3.288.133  
 -             64.321.730               40.541.260  

   
Other Financial Data:   
EBITDA 34.270.940 79.374.057 
EBITDAR 167.527.833 149.289.238 
   
Summary Cash Flow Data:   
Net cash provided by (used in):   
Operating activities  -70.235.194 -4.554.188 
Investing activities  -166.063.418 -805.489.165 
Financing activities  237.042.767 803.262.304 
   
Summary Balance Sheet Data:   
Cash and cash equivalents 11.672.235 10.928.081 
Restricted bank balances 318.106.441 135.428.001 
Total assets  1.356.212.762 1.149.142.528 
Bank loans 870.427.273 884.628.432 
Total liabilities  1.022.572.475 982.385.409 
Total equity  333.640.287 166.757.119 
Net debt 540.648.597 738.272.350 
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