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INTRODUCTION

We have called this document “Malaysia Airports Runway to Success
(2010-2014)” as it charts our business direction during this period,
laying out the current state of our business, the direction it is headed
and our road map to get there. We strongly believe that it will guide us
towards building and becoming a world-class airport business.
The primary focus of our business direction is on our people, our
passengers and our stakeholders, which is in line with the 1 Malaysia
concept of “People First, Performance Now”. This concept, which fits
aptly into our business direction, is clearly depicted on this page and
at the start of each chapter. We have made the tone, choice of words,
charts and diagrams in this document straight forward, simple and easy
to understand so that it can be appreciated by all its readers.
In terms of concept, design and feel, the cover portrays horizontal frames
of photographs of the airports, people and passengers, positioned in
such a way to illustrate dynamism, vibrancy and the forward direction
of Malaysia Airports. These horizontal frames are converted to vertical
frames on the photographs in the inside pages, still moving in a forward
direction. This dynamism and vibrancy are translated into the use of
radiant and bright colours throughout the document, reflecting the bright
future that lies ahead for Malaysia Airports.

N o t i c e t o r e c i p i e n t s
t h i s d o c u m e n t

o f

This document is meant for a wide variety of readers – our staff, our airline
partners, our suppliers, our passengers, the Government of Malaysia and
our investors. This document is not intended nor should it be construed in
any way whatsoever as providing any suggestion, influence or guidance to
investors or other interested parties and should not be used as a basis to
form a decision on whether or not to acquire or dispose of shares in Malaysia
Airports. Malaysia Airports shall not be held liable for any consequences of
whatsoever nature arising from any transactions in respect of the acquisition
or disposal of shares in Malaysia Airports resulting from the application of
information in this document.
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CHAIRMAN’S & MD’S MESSAGE:

Our
Award Winning
Formula

We will continue to offer the best value
in the region to airlines operating out
of our airports by being creative and
innovative in maximising revenue
from non-aeronautical activities.

On February 12, 2009, Malaysia Airports
embarked on a new and exciting phase in its
corporate history with the finalisation of the
new Operating Agreements


Malaysia Airports has won numerous awards in the past
five years. In 2009 alone, Malaysia Airports received
12 awards in recognition of operational efficiency,
customer satisfaction, corporate responsibility and
corporate governance. One of the highlights was
receiving the prestigious Eagle Award for Best Airport
from IATA, in special recognition of outstanding
performance in customer satisfaction, cost-efficiency
and continuous improvements.
The greatest testimony to our operating expertise is
managing airports overseas. We have managed airports
in Kazakhstan and Cambodia and are now managing
airports in India and Turkey, our first foothold in Europe.
In building a world-class airport business, we have
to be creative and innovative on maximising revenue
from non-aeronautical activities. This has allowed us to
minimise increment in aeronautical charges and offer
the best value in the region to airlines operating out
of our airports. Non-aeronautical revenue at Malaysia
Airports grew by 66% in the past five years and today
makes up 57% of our total revenue.
One of the unique features of Malaysia Airports is that
we manage airports ranging from the global hub airport
of KLIA to STOL ports in remote parts of Sabah and
Sarawak. This allows the smaller airports to be crosssubsidised by the larger airports, hence fulfilling a very
important corporate social responsibility by providing
air travel to remote areas without proper road access.
TAN SRI DATUK DR ARIS OTHMAN (left)
TAN SRI BASHIR AHMAD ABDUL MAJID (top)

With this, Malaysia Airports will act purely as an operator
of 39 airports within Malaysia. The Agreements provide
a clear mandate for Malaysia Airports to focus on its
core business as an airport operator, thus allowing it to
derive greater value for all stakeholders.

Strategy Moving Forward
We have achieved significant cost and service
improvements from our Continuous Improvement
Programme. This puts us in a stronger position to
aim towards doubling our revenues by 2014 while
continuing to provide excellent service at good value
to passengers and airlines. Our goal will be achieved
by focusing on Traffic Growth, Service Excellence and
Commercial Development.

On Traffic Growth, we operate in an aviation industry
that has not fully recovered from the effects of the
economic crisis in 2008, the H1N1 pandemic and
fluctuating oil prices. In addition, we are anticipating
further changes to the industry landscape such as the
liberalisation of intra-ASEAN air services agreements.
We have started to see increased flights from our
regional airports to regional destinations in other
countries, as well as the growth of low-cost airlines
in the region. Malaysia Airports’ key challenge is to
provide for and attract passengers to KLIA and our
regional airports.
We have planned for capacity growth at our airports
by developing and receiving approval for the National
Airport Master Plan (NAMP), which lays out the future
requirements for airport development throughout the
country. The immediate major project we are embarking
on is the construction of a permanent second terminal
at KLIA that will open during the period covered by this
document, replacing the current, temporary LCCT.
On Service Excellence, our focus is on developing
staff to deliver service level standards of the highest
quality. Operational excellence and customer service
are central to our business. We want to be the leader
in airport innovation, providing new experiences and
world-class service standards to all our customers so
that they consciously choose to use our airports.
The new terminal at KLIA is designed to initially serve
up to 30 million passengers and will also be a catalyst
for innovative new offerings, including an air-ground
multi-modal interchange and a suite of airport city
facilities.
On Commercial Development, we have revamped the
product mix and renovated the layout at KLIA and
selected regional airports. This is part of a programme
to enhance the shopping experience in our airports.
We are also developing commercial activities on the
land surrounding our airports. In the medium term,



the major contributor will be the new
terminal at KLIA which is designed to be
the most exciting airport shopping and
dining experience in Asia.
Finally, we are very aware of our
Corporate Responsibilities, particularly
our responsibilities to our staff, the
communities our airports serve, the
marketplace and the environment. We
have launched a wide range of initiatives to
benefit communities, such as the PINTAR
school adoption programme. We are also
addressing environmental sustainability
through initiatives such as the Green Globe
21 certification of KLIA.

Business Partnership
Through this document we aim to bring
you clarity about the business we are in
and the ways in which we can partner with
you to grow a successful and profitable
airport business.

TAN SRI DATUK DR ARIS OTHMAN

Chairman

TAN SRI BASHIR AHMAD ABDUL MAJID

Managing Director



Large airports such as KLIA generate profits which support
the secondary airports. Additionally, we use income from
our plantations and other commercial businesses to
create a ‘super till’ support mechanism.

CASE

STUD Y

C orporate Responsibility
Bario is situated about 1,100 metres above sea level in the
Kelabit Highlands of Sarawak. It is the heartland of the Kelabit
community – Borneo’s only wet rice farmers and branch of the
Orang Ulu.
More than 1,200 people live in Bario and the only mode of
transportation from nearby towns and cities to Bario is via an 18seater Twin-Otter plane or a four- to five-hour trek from nearby
logging roads. The Bario STOL port provides the only access to
vital food, medical and educational supplies.
Proposed alternative routes in many cases would involve significant
deforestation and environmental change which makes the Bario
STOL port a critical necessity for residents and visitors alike.



1.
A WORLDCLASS
AIRPORT
GROUP

Malaysia airports TODAY:



KLIA continues to remain among
the top airports in the world in terms
of service excellence.

Airports operated by Malaysia Airports

Malaysia Airports is one of the world’s
largest private sector airport operators,
managing 39 airports in Malaysia, and
having a presence in several other countries

Our unique public-private partnership with the
Government ensures the interests of the Government are
protected whilst giving us a strong incentive to develop
commercially. It balances the Government’s goal of
ensuring good airport infrastructure provision throughout
Malaysia with our commercial objectives.
We have consistently won awards for the quality of our
airports, particularly since the opening of KLIA in 1998,
and have successfully transitioned from our original civil
service status within the Department of Civil Aviation
(DCA). Following our public listing in 1999, Malaysia
Airports is today one of the largest Government-Linked
Companies on Bursa Malaysia (the local bourse), with
a market capitalisation of RM4.37 billion as at 31
December 2009.
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2009

Key milestones in Malaysia Airports’ journey

2007
2006

2004

2003

New Operating
Agreements in
place; Malaysia
Airports is now
restructured and
able to operate
the airports with
a clear business
direction

1999
1991

1992

Malaysia Airports
incorporated when
DCA was split into
two entities: DCA as
regulator of airports
and aviation industry
while Malaysia
Airports to focus
on operation,
management and
maintenance of
airports

Minister of Transport
Malaysia licensed
Malaysia Airports as
airport manager and
operator of
designated airports
in Malaysia

1998

Opening of KLIA

1.1

First airport operator
in Asia and sixth in
the world to be listed
on stock exchange

New management
team appointed and
given the goal of
driving a new
business philosophy

MOF (Inc)’s 50%
stake in Malaysia
Airports transferred
to Khazanah, which
ends up with 73%
shareholding (68%
as at Sept 2009)
and transformation
initiatives introduced
with Malaysia
Airports being run as
a commercial entity

Award-winning service levels
that exceed other leading
international airports



Malaysia Airports
Airports
Malaysia
becomes one
one of
of
becomes
Khazanah’s top
top 20
20
Khazanah’s
GLCs with
with high
high
GLCs
performance
performance
expectations
expectations

Three headline KPIs
introduced to focus
on performance EBITDA, ROE and
ASQ

Our aim is to provide excellent service to our passengers
and airline customers. Our success is measured by
results: KLIA was ranked among the top five airports in
the world by the Airports Council International from 2005
to 2007. To ensure high service levels across our network,
we have commissioned the development of necessary
airport capacity at airports such as the current LCCT at
KLIA, Kuching and Kota Kinabalu. In addition, we are
also benchmarking service levels at all our international
airports to peer regional airports.

Airport enhancements and capacity expansion

KLIA – Low Cost
Carrier Terminal  
(2009)
• Increased capacity from
10 million passengers per
annum to 15 million
passengers per annum.
• New international departure
and arrival halls and
increase in number of
customs and immigration
counters.

Kuching international 
Airport (2009)

SUBANG SKYPARK
TERMINAL, Sultan
Abdul Aziz Shah
Airport (2009)

Labuan Airport (2008)

• Increased capacity to 5 million
passengers per annum.

• Upgrade and facelift of
Terminal 3.

• Increased capacity to 2.2
million passengers per annum.

• Extension of runway from
2,400 metres to 3,800
metres, making it the longest
runway in Borneo.

• New facilities such as
high speed WiFi services,
LCD TV sets, new retail
and F&B offerings,
banks and spa.

• Extension of main terminal
building, total floor area
increased by 6,000 sqm.

• Now allows for the landing of
Boeing 747-400 aircraft.

• Expansion of total floor area
by 103% to 64,100 sqm.

• Extension and upgrading of
terminal building.

• Additional floor space has
been utilised to accommodate
more retail and F&B outlets
as well as other amenities.

• New car park area can
accommodate 880 vehicles.

• Added 400 car parking lots
to 1,100 existing lots.

•	Areas for limousine, taxi and
coach services; car park with
more than 350 bays.
•	Exterior refurbishments
include drop-off lanes for
passengers and valet
parking services.

• Extension of existing runway
to allow unrestricted
operation of Airbus A330
aircraft.

Kota Kinabalu
International 
Airport (2008)
• Increased capacity to 9
million passengers
per annum.
• Expansion and refurbishment
of Terminal 1, total floor area
expanded by 156% to
103,956 sqm.
• New air traffic control tower.
• Airside upgrading works,
including extension of
existing runway, sea
reclamation for the extended
runway, aircraft parking apron
and drainage works.
• Redevelopment works will
enable unrestricted operation
of Boeing 747-400 aircraft.



Bubble size denotes number of airlines operating at the airport
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Average flights per week per destination

KLIA has
been ranked
amongst the
top airports
in terms of
service levels

Competitor Analysis: Flight frequency and connectivity of KLIA vs regional hubs in 2009
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Note: KUL and BKK include domestic destinations and carriers.
KUL airlines include cargo.
Source: OAG September 2009

Malaysia Airports
received the IATA Eagle
Award (Best Airport) for
outstanding performance
in customer satisfaction,
cost-efficiency and
continuous improvements.
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Despite the respect and recognition achieved in the global
aviation community, we cannot afford to be complacent
as there is strong competition from major regional airport
hubs such as Bangkok, Singapore and Hong Kong. KLIA
has maintained its ranking against its key regional hub
competitors over the past five years but these airports
are now aggressively launching new traffic development
initiatives. In particular, although we have a very dense
network of domestic routes, our international connectivity
needs to be boosted.

Across our airports, we are continuously enhancing our
service levels to ensure that we provide a competitive
offering. One customer sensitive area is the timeliness
of baggage delivery. The design of the terminal and the
baggage handling system used in KLIA’s Main Terminal
has a number of environmental and security advantages,
as the bags are transported from the Satellite Terminal
to the baggage claim by conveyor, which reduces airside
vehicle traffic and pollution. However, it also restricts
the speed of baggage delivery. Nevertheless, we have
successfully reduced the last bag out time from 55
minutes to 40 minutes.

Moving forward, through upgrading the baggage handling
system, we are targeting 15 minutes for first bag out and 30
minutes for last bag out. Our consistent top five ranking in
speed of baggage delivery service in ACI-ASQ throughout
2007 and 2008 is further proof that our customers are
satisfied with our baggage delivery service.

11

The speed of baggage delivery at klia has
shown constant improvement over
the last three years

Percentage of flights at KLIA that met last bag out
target of 40 minutes
97.6

Pilferage is also another customer sensitive area. The
improving trend since 2002 now means that it also has
one of the lowest reported cases of baggage pilferage.
In 2008, only 1.2 bags were reported pilfered per
100,000 passengers, far below the global average of 80
bags per 100,000 passengers1. We continue to address
the issue of pilferage via the following initiatives:
•	Task force working in close cooperation with both the
police and airline security
•	Installation of additional CCTVs at the baggage
handling system conveyor belts

Incidents of baggage pilferage have been
much lower than the global average and
is on a downward trend

Number of baggage pilferage cases per 100,000
passengers (KLIA Main Terminal)
8.4

• Constant spot checks on baggage handlers

7.7

•	Background checks by police on all employees
applying for airport pass and fresh screening every
five years

6.4

•	Increase in manpower to guard passenger baggage
and increase in patrolling frequency
4.2

95.5

3.8

94.9
1.9
1.2

2006

2007

2008

2002

1
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SITA Baggage Report 2009

2003

2004

2005

2006

2007

2008

1.2

Our airports
offer the best
value in the
region
Malaysia Airports stands out from its peers because
our airports are not only best in their class, but
also offer excellent value for money regionally
and internationally. Passengers and airlines enjoy
excellent value from our competitive charges, with
domestic Passenger Service Charges that are the
lowest of our peers in Asia, and aircraft Landing
Charges that are far below typical levels for the
region, particularly when translated to a perpassenger average amount paid.
The lower aeronautical charges borne by the
airlines translate to more attractive ticket prices for
passengers.
Moving forward, we will focus on building a
broader, more stable base of commercial activities,
enhancing the value of retail, food and beverage,
advertising, car parking and property development
opportunities available at our airports. This will allow
us to keep our aeronautical charges competitive.

Comparison of aircraft landing charges (RM)
Kuala Lumpur
Manila
Bangkok

14,000

Aeronautical charges per passenger (RM)

Jakarta
Singapore
Hong Kong

12,000

Kuala Lumpur
Manila
Bangkok

Note: 75% seat factor

70

Jakarta
Singapore
Hong Kong

60
50

10,000

40
8,000

30
20

6,000

10
4,000
A320-300
2,000

B737-400

A320

A330

B747-400

International passenger service charges (RM)

Aeronautical charges above are made up of:
- Does not include throughput charges
- Landing
- Aerobridge
imposed at other airports such as
- Parking
- Check-in counter
charges
fuel, cargo, catering, maintenance,
ground handling, etc

Domestic passenger service charges (RM)
20.00

100.00

18.00

90.00

16.00

80.00
70.00

67

68

71
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14.00
12.00

60.00
51

50.00
40.00
30.00

B747-400

54

54

36
25

6.00
4.00

10.00

2.00

Note: All stated PSC charges are inclusive of security charges
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8.00

20.00

KLIA- Singapore KLIA- Jakarta Manila Hong Singapore Bangkok
LCCT Budget MTB
Kong

10

10.00
7
6

KLIA-LCCT

Manila

KLIA-MTB

Bangkok

Jakarta

* Charges
and PSC
exchange
rates
at Dec 2009
Note:
All stated
charges
areas
inclusive
of security charges
* Source: IATA Airport, ATC and Fuel Charges Monitor
* Includes security charges (for the bottom two charts)
* Landing charges for KLIA do not include the 50% rebate and other discounts
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2.
BUSINESS
GOALS &
StrategiES

14

We aim to be financially strong to enable excellent
airport services, support non-profitable airports and
re-invest for further expansion. To achieve this aim,
we have clear strategies on traffic growth, service
excellence and commercial development.

Vision
World-Class Airport Business

Mission
Providing world-class aviation gateways
•
Managing cost-effective airport
network and services
•
Exceeding the expectations of customers,
shareholders and other stakeholders

2014 Objectives
TRAFFIC GROWTH
Increase passenger numbers to over 60 million
per year, with a focus on strengthening KLIA
as the Next Generation Hub
•
SERVICE EXCELLENCE
Maintain top quality service levels,
benchmarked against the best
airports worldwide
•

Malaysia Airports aspires to be a ‘World-Class Airport
Business’. In our quest to achieve our vision, we put people
first - our customers, our staff and our shareholders - and
performance now - focus all our resources to succeed in
executing all our business initiatives.
We currently offer the best value in the region
without compromising service excellence or return on
investments. Malaysia Airports has consistently delivered
on our promise and has, over the years, won many awards
for service delivery.
We have also delivered consistent profits to our
shareholders, whilst delivering necessary airport capacity
improvements at airports such as KLIA (including the
LCCT), Kota Kinabalu and Kuching.
However, we are not spared from the events affecting
the global economy and the aviation industry. The
restructuring of the airline industry, brought to a sharp
focus by high oil prices and the economic crisis of 2008,
is certainly affecting our business.
Looking forward, we are anticipating further changes
to the aviation industry landscape, such as the shift
in traffic to LCCs and ASEAN liberalisation, both of
which will need to be taken into account when setting
our business focus. As such, we are mindful that to
drive sustainable long-term growth, we need to chart a
strategic path forward focusing on traffic growth, service
excellence and commercial development.

COMMERCIAL DEVELOPMENT
Commercial development will be the main
driver to achieve Group EBITDA and ROE in excess
of RM1 billion and 10% respectively
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Our objectives

Traffic
Growth

Service
Excellence

Commercial
Development

Our key initiatives

Increase passenger numbers to over 60
million per year, with a focus on strengthening
KLIA as the Next Generation Hub

Traffic
Growth

Maintain top quality service levels,
benchmarked against the best
airports worldwide

Service
Excellence

Commercial development will be the main
driver to achieve Group EBITDA and ROE in
excess of RM1 billion and 10% respectively

Commercial
Development

• Implementing Next Generation Hub strategies
• Enhancing marketing through collaboration
• Strengthening customer relationships
• Building marketing capabilities
• Strengthening branding of key hub airports
• Improving operational processes and efficiencies
• Implementing Conditions of Use
• Developing our people

• Optimising and creating new commercial space
• Providing wider product mix
• Reviewing strategic focus of Eraman
• Capitalising on Malaysia Airports’ land bank
• Building core business capabilities

Malaysia Airports’ integrated strategy

Enables lower
airline charges

Facilitates
access to
shopping
and F&B
Commercial
Development

Financial
Strength
Provides
customers

Traffic
Growth

Improves
efficiency of
airports
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Service
Excellence

Improves
efficiency of
airlines

Enhances
passenger
experience

2.1

2.2

traffic GROWTH:
next generation hub

Service EXCELLENCE:
KLIA and other airports

KLIA and other regional airports are well-positioned to
be key hubs for the Southeast Asian region. The new
terminal at KLIA, targeted to be opened at the end of
2011, will initially be able to serve 30 million passengers
in addition to the existing main terminal that has a
capacity to handle 25 million passengers. These airports
have the basic requirements of a hub which are:

•	Strengthening relationships with existing and
prospective airline customers by understanding and
responding to their needs

• Flexibility to combine short-haul and long-haul
connections (adequate “spokes”)

We believe that to be successful, we cannot work in
isolation. Malaysia Airports is in a unique position
whereby we provide the hub for two strong airlines – MAS,
a five-star airline, and AirAsia, the world’s best low-cost
airline. We will work closely with our business partners
to steer Malaysia Airports towards achieving our business
direction targets and reinforce our position as the regional
airport operator.

• Geographic centrality: our airports have adequate
catchment areas within four to five hours of flight time
• Operational
and
developmental
capacity
to
accommodate multiple international arrivals, facilitate
inter-airline transfers and serve multiple international
destinations
Improving connectivity through increased destinations
and frequencies is crucial to strengthen KLIA as a
leading hub within ASEAN. Additionally, we are focusing
on improving flight services across all our domestic and
international airports. This is a long-term strategy to
ensure sustainability of our business.
The following are our key initiatives to build strong hubs
around KLIA as well as regional gateways:
•	Implementing Next Generation Hub (NGH) strategies
by leading and embracing progressive and innovative
behaviour in both the commercial and operational
aspects. NGH provides seamless connectivity and
transfers for passengers travelling on both full-service
airlines and low-cost carriers

•	Building the capabilities of our marketing and traffic
development team
•	Developing strong branding for KLIA and feeder airports
within Malaysia Airports’ portfolio of airports

Service excellence is central to our business. We want
to be the leader in airport innovation, providing new
experiences and world-class service standards to all our
customers so that our airports are their preferred choice.
In addition to maintaining KLIA within the top airports
based on global benchmarks, Malaysia Airports is
committed to enhance service levels at other international
airports to be of world-class standards. We have already
started rolling out our survey modelled closely after
the ASQ questionnaire which allows us to internally
benchmark these airport services to achieve the desired
world-class standards.
A summary of the initiatives for enhancing customer
service and overall passenger satisfaction is as follows:
•	Improving our operational processes and efficiencies by
leveraging on new technologies and best practices to
maximise operational efficiency and provide a seamless
passenger journey
• Implementing Conditions of Use contracts with airline
customers to ensure that we are all clear about the way
in which our partners operate at our airports, which in
turn means that we are able to ensure all passengers
receive an acceptable level of service from airlines
•	Developing our people further to ensure we have the
capabilities to deliver the highest service standards

•	Collaborating with Government and airport counterparts
including those at the other ends of routes, to ensure
that we maximise the effectiveness of our marketing
investment to gain new airlines and establish new routes
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DEVELOPMENT:
2.3 COMMERCIAL
Achieving revenue and
EBITDA goals

Driving Revenue Growth
Projected revenue growth (RM million)
Optimistic Case (CAGR = 13.2%)
Base Case (CAGR = 7.8%)

3,400
3,191

3,000

2,600

2,369

2,200

1,800
1,513

1400
2008

2014f

Commercial development will be the most important driver of increased
profitability for Malaysia Airports over the next five years. Strategies are in
place to revolutionise the retail experience and drive new income streams to
double revenues by 2014. Growth through commercial activities is essential
for delivering strong returns to shareholders whilst ensuring competitive
aviation charges to airlines and passengers, driving further airport growth.
Malaysia Airports’ objective is therefore to achieve over 60% of its revenue
from commercial businesses such as in-terminal retail activities and land
development surrounding airport terminals. Aeronautical charges are
regulated by MOT and it is aspired that our airports should be amongst the
lowest in the region in terms of aeronautical charges.
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To achieve our stretched
target of an additional
RM822 million revenue
by 2014, key initiatives
have been identified of
which 93% will be from
commercial sources

Aeronautical to commercial breakdown of total revenue (RM)

2008

2014f

100% = 1,513,089

100% = 3,190,794

Commercial

57.0%

67.1%

Aeronautical

43.0%

32.9%

The revenue target of RM3.2 billion is a stretched target based
on an optimistic, but realistic, traffic scenario. Our base case
revenue is RM2.4 billion based on the base case passenger
projections of 4.1% annual growth. To achieve RM3.2 billion,
the following additional initiatives have to be undertaken:
Aeronautical Revenue:
•	Revising our aeronautical chargeswhile remaining competitive
•	Providing airline incentives to attract new airlines to increase
both aircraft and passenger-related revenues

• Large opportunity to be captured in retail business
(especially new terminal at KLIA)
• Vast land bank of 2,730 acres surrounding KLIA identified
with potential to generate revenue from land development
• Malaysia Airports’ management consultancy expertise
can be exported

• Minimal room for increasing aeronautical charges
• Passenger growth is mainly from LCCs, which pay
lower Passenger Service Charges

Commercial Revenue:
•	Optimising current and creating new commercialspace to allow
for better shop layout and a more vibrant shopping experience
to attract customers and drive sales
•	Providing a greater variety of shops, products and services
that will entice passengers to spend whilst ensuring enhanced
passenger experience
•	Enhance the role of Eraman to ensure that it maximises its
performance in delivering airport duty-free retailing
•	Creating value on surrounding airport landby developing hotels,
shopping malls, offices, business parks and other similar
facilities to increase commercial and rental revenue
•	Building core business capabilities, especially in the areas of
business intelligence, relationship management and customer
experience management to drive compounding business
growth
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Driving Ebitda Growth

Malaysia Airports registered an EBITDA of RM587
million in FY2008 which is the highest level posted since
Malaysia Airports was listed on the KLSE (now Bursa
Malaysia) in 1999. The improvement was mainly due to
the overall higher revenue.

Projected EBITDA growth (RM million)

Optimistic Case (CAGR = 11.4%)
Base Case (CAGR = 5.8%)

1,200
1,122

1,100
1,000

The focus on cost optimisation is primarily on:

900
822

800
700
600

587

400
2008

1. Realised costs – short term – driving operational
efficiency, eg energy efficiency programmes, trolley
management
2. Inherent costs – medium term – changing policies,
procedures and supporting infrastructure, eg utilising
SAP to track and manage inventory of consumables
3. Structural costs – long term – changing approach, eg
self check-in kiosks, baggage handling

500
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Optimising cost in the short run is challenging as the
nature of an airport business is one where the ratio of
variable costs to fixed costs is low. In spite of this, as
part of its Continuous Improvement Programme, cost
optimisation is one of the major focus areas.

2014f

Cross-functional teams meet regularly to discuss how
both short-term (realised) and long-term (structural) costs
can be optimised. Over the next five years, it is expected
that these initiatives together with the application of Lean
techniques will materially contribute towards achieving
Malaysia Airports’ EBITDA target of RM1 billion by
2014.

Malaysia Airports’ phased Commercial Development

Time frame

Short

Medium

Long

1-2 years

2-5 years

>5 years

Overseas ventures

Land development
Commercial & retail
Growth drivers

Descriptions

• Commercial and retail
optimisation and expansion
• KLIA New Terminal

• Terminal-linked property development
• KLIA land development

• Overseas business
- airport management and operations
• Overseas airport investment
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2.4

Building Malaysia
Airports’ Global Airport
Management Business
Malaysia Airports is, first and foremost, an airport
management organisation. To-date, our activities have
primarily been focused on airports in Malaysia, although
we have already been present at airports in Cambodia,
India, Turkey and Kazakhstan. Our aspiration is to
move from being simply a company managing airports
in Malaysia, with a few overseas activities, to being a
global airport management organisation headquartered in
Malaysia.

We are advantaged among the global airport companies
because, rather than having a single type of airport under
our management, we have responsibility for a national
aviation system which includes a wide range of airport
assets. We believe there are numerous opportunities
around the world to apply our specific experience in asset,
operational and commercial development.
Based on this foundation, we plan to expand our scope of
activities through investment in airport management and
business activities outside Malaysia, whilst also offering
our services to manage complex non-airport infrastructure
within the country.
During the 2010-2014 period, we aim to establish a
firm and scalable business model for expanding our
business beyond Malaysia. We are investigating business
opportunities around the world while planning for future
acquisitions.

To build the foundation of this global business model, we
will take the following steps:

The following opportunities have significant potential:

• Identify activities around the world where there is
potential for strategic growth in aviation services and
where Malaysia Airports has a competitive advantage

• Eraman: Opportunities to promote commercial expertise,
including commercial space optimisation, promotional
activities, event planning and holiday themes

•	Establish a team which is able to fully develop the
available business opportunities

•	Equity Holdings: Equity ownership in privatised airports
is an option that complements Malaysia Airports’ access
to capital, internal development capabilities and longterm objective

•	Formulate a detailed execution plan by which these
opportunities can be converted to revenue and profit
streams
•	Align with investment partners for investment and
development of global Malaysia Airports’ assets
Malaysia Airports has a wealth of knowledge arising from
its own development through the years. These capabilities
have built value internally and have the potential to create
added value by bringing them to the global marketplace.
Combined with a well-targeted investment strategy, we
are positioned to be a global player and industry leader in
aviation consulting and investment activities.
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•	MACS: Our consultancy services arm to promote
operational expertise, including technical advisory,
facility management, quality assurance and special
projects management
• Training Academy: Applying our own expertise in
training and staff development for other organisations
• Other Opportunities: Comprehensive strategy to
include potential synergies with the airport system
in the areas of functional expertise, departmental
experience and creative development
The result of these efforts is expected to deliver additional
revenues of at least RM50 million annually by 2014.

Malaysia Airports, through its subsidiaries, has a proven track record in managing overseas international airports

Pochentong Airport,
	Cambodia 1995-2005

Role & Involvement
• 40% share in Cambodia
Airport Management
Services Limited (CAMS)
which operates the airport
• Training and management
support including knowhow, information and
assistance in the field
of airport management
and operations

	Rajiv Gandhi

International Airport,
Hyderabad
2003 - present

Indira Gandhi
International
Airport, New Delhi
2006 - present

	Astana International
Airport, Kazakhstan
2007-2009

	Role & Involvement

	Role & Involvement

	Role & Involvement

• 11% share in GMR
Hyderabad International
Airport Limited (GHIAL)
which develops and manages
the airport

• 10% share in Delhi
International Airport
Limited (DIAL) which
develops and manages
the airport

•	Management and operations
of the airport

• Consultancy and training
services

• Retail management,
airport training and ICT
consultancy services

	Sabiha Gokcen

International
Airport, Turkey
2008 - present
Role & Involvement

• 20% share in Istanbul
Sabiha Gokcen International
Airport which develops and
manages the airport
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3.
Traffic
GROWTH

Within a four-hour flight radius of
KLIA, over a quarter of the world’s
population can be served.
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3.1

Aviation
Industry
in Malaysia
& Beyond

Malaysia Airports’ five international airports are located within a high population catchment area which
includes four of the strongest global growth markets: India, China, Thailand and Indonesia. Over a quarter
of the world’s population lives within a four-hour flight radius of KLIA.

Malaysia is surrounded
by growth markets
• Routes with flight times
of four to five hours or
below are attractive
propositions for
airlines given:
- the current volatility
of fuel prices
- long-haul flight
economics
• Both MAS and AirAsia
have ordered narrow
body aircraft which are
ideally suited to four- to
five-hour flight ranges

PVG
BOM

BKK

HKG

KUL
SIN

CGK

• The world’s second
biggest aviation market
is now China, a nearby
country
• India’s aviation market
is also growing very
rapidly
• Indonesia has liberalised
its aviation market and
seen a massive increase
in traffic
• KLIA can benefit from
its central location but
faces competition from
Bangkok and Singapore

Across all airports within our portfolio, we served a total of 47.5 million passengers in 2008. A total of
54 airlines operate out of KLIA, serving 101 international destinations. Foreign airlines at KLIA have
maintained a market share of approximately 40% of all international passengers from 2003-2008.

S t r e n g t h s o f M a l a y s i a A i r p o r t s ’ m a r k e t l o c a t i on
1. At the centre of ASEAN region, with a fast growing population and propensity to fly due to regional integration.
2. Strong Malaysian inbound tourism market (22 million arrivals in 2008) and well-travelled domestic population of
28 million is intrinsically strong compared to much smaller Singapore population and limited outbound Thai and
Indonesian travel markets.
3. Limited options for surface transport between major cities around the region.
4. Both regional and long-haul markets are served by our airports, which provide a good balance in times of economic
weakness.
5. Airlines based in Malaysia, leveraging on the value for money of low airport charges, are amongst the lowest cost
operators in the world when compared to their peers, thus attracting more passengers to our airports.
6. ASEAN liberalisation will increase point-to-point traffic throughout the region, helping regional airports; our smaller
airports will benefit from this.
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Challenges In The Aviation Industry
Between 1997 and 2009, and particularly during
2008-09, we have seen unprecedented changes in
the Asian and world economies, both in terms of
economic growth and also economic shocks. These
changes have had a profound impact on the aviation
industry.
Specific challenges included the 1990s Asian
Economic Crisis (which occurred at the time we
opened KLIA), pandemic outbreaks (SARS, H1N1),
wars, terrorism (9/11 and Bali bombings) as well as
disruption to airline operations caused by industrial
action, political unrest and highly volatile oil prices.
These have all contributed to short-term but
nonetheless substantial reductions in traffic.
Fortunately for Malaysia Airports, the underlying
demand for air travel in Asia is still growing strongly,
which has cushioned the impact of these events.
Apart from these challenges, when looking at the traffic
we expect from 2010 to 2014, we have also considered
a variety of supply and demand factors which are
critical to the development of passenger growth at our
airports in the next five years.

3.2

Supply of Aeronautical
Services
Industry Structure
Malaysia Airlines and AirAsia are the largest providers of
commercial passenger services in Malaysia. While the
economic downturn has resulted in significant industry
consolidation globally, MAS remains a strong airline serving
all global markets from Malaysia. Malaysia Airports expects
MAS to maintain this status given its planned new aircraft
deliveries during 2010-2014. AirAsia has grown very
strongly on domestic routes in the past and, looking forward,
is expected to grow strongly on international routes, both
within Asia and on longer haul services.

Route Structures
Substantial growth in recent years has come from the
Middle East as traffic within and out of this region
has developed strongly following improved tourism
and business links between Malaysia and Middle East
countries.
China’s airlines, apart from experiencing massive
domestic growth, have also expanded overseas. China’s
growth includes seasonal charter traffic servicing tourists
at resort destinations, helped by the PRC government’s
gradual liberalisation of travel restrictions on their
citizens.
The liberalisation of India’s aviation market, whilst lagging
behind that of China, is driving fast development of the
aviation sector. We therefore expect significant additional
frequencies and destinations from both India and China.
South East Asian traffic is also developing rapidly, as
the economies of ASEAN develop and become more
integrated.
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With respect to domestic travel, Malaysians continue to
increase the number of flights taken each year as the
national average income steadily rises. Increased services
by AirAsia, MAS, Firefly and MASwings offer improved
connections, particularly to domestic airports, making
it easier for all Malaysians to fly. We anticipate that
availability of convenient services will divert some traffic
from rail, bus and highway modes.

Regulatory Changes
The most significant expected change in the coming years
will be the expansion of the ASEAN aviation market. The
objective of the agreement is to remove restrictions, on
a gradual basis, to the operation of air services in order
to build a single unified aviation market among ASEAN
member countries by 2015.
While some member countries have been slow or, in
some cases, have delayed liberalisation, the Malaysian
Government continues its policy of openness, having
recently relaxed air services agreements with Brunei and
Singapore.
Malaysia Airports believes this move reflects the
Government’s progressive view on air travel and that this
leadership will greatly benefit Malaysian travellers and
the country’s economy as a whole. Liberalisation is also
bringing increased services from other airlines, such as
Lion, Tiger and Jetstar.
The Government’s approach speaks positively for traffic
growth in the coming years, particularly at the secondary
international airports. We also expect further interest
in international access to airports which currently
service domestic passengers. For example, Alor Setar,
Ipoh, Kuantan, Kuala Terengganu and Kota Bharu have
unrestricted operations with Singapore and some services
have already started.

3.3

Demand for Air Transport
Services

Underlying demand for air transport services is most
strongly influenced by four factors:
• Economic growth as measured by national income
• Air fare increases or reductions
• Development of inbound tourism

Growth of GDP per capita

South Asia

9.63%

East Asia

9.05%

Southeast Asia

7.24%

• Population demographics
Middle East

Economic Factors
Over the past decade, disposable income in Malaysia has
grown, promoting more travel by the population, particularly
the younger generation. In addition, as the economy has
grown, demand for business travel has increased. At the
same time, tourist arrivals have increased four-fold, from
5.5 million in 1998 to 22 million in 2008.

6.06%

Europe

5.72%

Australia & NZ

4.19%

North America

4.17%

Malaysia

Affordability of airline ticket prices also has a significant
effect on passenger demand, a factor which has been
seen due to the rise of low-cost airlines in Europe during
the 1990s and now in Asia. Malaysia Airports expects
low-cost airlines to continue their strong growth in the
coming years. This reduces the average ticket price across
the board, as the legacy airlines have also introduced
innovative new fares.

• Disposable income in Malaysia
has shown strong growth, with
GDP per capita growth of 6.59%
• Strong GDP per capita growth in
the Middle East and Asian
regions is favourable to Malaysia
Airports as a large proportion of
traffic derives from these regions

6.59%

*CAGR (2004-2008) of GDP based on PPP per capita
Source: IMF World Economic Outlook Database

These factors have fuelled significant air passenger growth
in Malaysia and we expect their effects to continue over
the 2010-2014 period.
On the other hand, airlines continue to be affected by
the volatility in fuel prices. Record highs were seen in
mid-2008, followed by a respite in late 2008 and early
2009 and then further increases. Malaysia Airports does
not anticipate a return to USD150 per barrel prices for
any significant period during the 2010-2014 timescale,
but global events of recent years have reminded us that
all possible outcomes must be considered.
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Malaysian Travel And Tourism Development
Malaysia has benefited from a commitment by the
Government to support economic development in general and
the tourism industry in particular. Malaysia is a destination
rich in culture, natural resources and a strong tourism
infrastructure. Malaysia Airports anticipates growth and
development in the tourism industry to continue, not just at
KLIA but also with respect to growth of the other airports.
Our expectations for tourism growth are high, influenced
by Malaysia’s national and regional development plans.
The regional corridor developments announced in 200708 have committed significant investments and activities
which will positively impact air travel.

Sabah Development Corridor (SDC) – Kota Kinabalu will
see 5,000 new hotel rooms in the coming years and a new
convention centre. There will be significant investment in
oil and gas processing industries.

East Coast Economic Region (ECER) – Develop oil and gas
downstream activities. Enhance tourism infrastructure to
give better access to the pristine beaches by local and
foreign tourists.

Sarawak Corridor of Renewal Energy (SCORE) – Abundant
energy from hydro, coal and natural gas will be used to
attract energy intensive industries and foreign investors.

Iskandar Development Region Malaysia (IDR) – Attract
foreign investments to develop trade, investments,
logistics, industries and tourism leveraging its close
physical proximity to Singapore.

Northern Corridor Economic Region (NCER) – Enhancement
of infrastructure in the northern states of Peninsular
Malaysia to enable industrial and hi-tech parks such as
Bayan Lepas in Penang and Kulim in Kedah. Boosting of
tourism in Langkawi and medical tourism in Penang.

Malaysia Airports’ Marketing Focus

Tourist arrivals to Malaysia in 2004 and 2008

Currently, Malaysia Airports is aggressively marketing KLIA
as a value for money NGH that will cater to passengers
using both traditional and low-cost airlines.

Percent (‘000 tourists)

2004
100% = 15,703

1% West Asia (including
Middle East (137)

Source: Tourism Malaysia
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2008
100% = 22,052

1% West Asia (including
Middle East (272)

1% India (173)

2% Americas (301)

1% Americas (178)

2% Pacific (483)

1% Pacific (228)

2% India (551)

3% Europe (429)

4% Europe (853)

4% China (633)

4% China (950)

5% Indonesia (790)

6% Others (1,183)

6% Others (864)

7% Thailand (1,494)

8% Other East Asian* (1,233)

11% Indonesia (2,429)

10% Thailand (1,518)

11% Other East Asian* (2,533)

60% Singapore (9,520)

50% Singapore (11,003)

*Other East Asian: Brunei, Philippines, Vietnam, Cambodia, Taiwan, Korea, Japan

Traffic growth is central to our business, hence our
continuous effort to position KLIA as a leading aviation hub
- through operational efficiency, competitive frequency,
connectivity and aggressive marketing promotions.

In 2008 Malaysia Airports hosted the World Route
Development Forum (“Routes”) - the world’s leading
airport-airline networking event - which was held for the
first time in Asia and involved over 300 airlines. The event
allowed the Malaysian aviation and tourism industry to
showcase its strengths, which is why we chose the theme
- “The World is Coming to KUL”.
Our aim is to add five new destinations each year. Incentives
will be an important part of the marketing effort and, to
that end, our traffic growth will be supported by our new
incentive packages.
Malaysia Airports’ enhanced incentive package provides
free landing for three years for new airlines as well as
for those providing new frequencies and destinations.
In addition, in response to the 2008 global economic
downturn, the Government of Malaysia has agreed to
provide a 50% rebate on landing charges for two years for
existing flights.
In order to further stimulate traffic growth, other options
such as growth incentives and other related airline
support will be selectively implemented to maximise our
development of new routes.

Marketing efforts have included targeting specific airlines
from key growth destinations, particularly China, India and
the Middle East. Malaysia Airports will continue promotion
of both its airports and Malaysia as a tourist destination.
Further marketing efforts are aimed at attracting transfer
traffic to KLIA as well as secondary airports. For example,
Malaysia is well-positioned as a potential stop-over point
between China and Australia, as well as between India and
Australia.
Both Sabah and Sarawak have been successful in
developing tourism from China and Northeast Asia, creating
opportunities for development of transfer traffic for tourists
bound for regional and domestic destinations.
Furthermore, we expect that commuter airlines such as
Firefly and MASwings will grow successfully, providing
point-to-point services at secondary airports. Firefly has
already developed a successful operation servicing local
destinations in Peninsular Malaysia, while MASwings is
better able to serve destinations in Sabah and Sarawak
with its new ATR fleet.

More than just an operational plan, part of the NGH
approach is to facilitate passenger planning through
a Malaysia Airports’ internet information and booking
portal. The objective is to allow passengers to experience
a seamless process in making connections whether
through low-cost or full-service airlines. Passengers who
arrive at KLIA, regardless of their airline of choice, will
experience world-class service in a clean, safe, efficient
and low-stress environment.
To achieve Malaysia Airports’ position as mentioned
earlier, we are continually reviewing operations with an
eye towards efficiency while striving to improve service
quality, response times and operational reliability. We
believe the new second terminal will bring major benefits
to airlines and their passengers while keeping Malaysia
Airports on the cutting edge of airport development.

Competitive Airline Environment
The competition between traditional full-service airlines
and low-cost airlines will stimulate traffic development at
KLIA as well as at secondary airports. Malaysia Airports
sees this competitive environment as being good for
passengers, as more routes and frequencies give travellers
a greater number of options.
Malaysia Airports’ position on this competitive environment
is to ensure that airlines have access to efficient and
reliable services, both on the airfield and at the terminal.
To this end, Malaysia Airports is taking great care in the
development of a new permanent second terminal at
KLIA, designing a whole new terminal concept which
caters to both the needs of low-cost airline passengers,
charter and ‘hybrid’ airlines.
In addition, we have launched the NGH at KLIA, which is
taking passenger connectivity to a new level by facilitating
transfer operations for passengers who are booked on
separate airlines.
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3.4

Traffic FORECAST
Our business direction is based on our traffic scenario
model, which we have developed taking into account
the factors discussed earlier. Traffic growth is modelled
based on two scenarios – base case (CAGR of 4.1%) and
optimistic case (CAGR of 4.8%) from 2008 to 2014.

The current expectation is
that traffic at Malaysia’s
airports will pick up again
in 2010 due to economic
growth and liberalisation

Base passenger forecast (Passengers ’000)

Others
Penang
Kuching
Kota Kinabalu
KLIA

CAGR = 4.1%

51,336
47,448

9,885

8,585
3,406
3,239
4,689

53,001
10,349

3,325
3,575

3,307

4,869

5,130

3,781

54,720
10,772
3,366
3,852
5,278

56,495
11,203
3,398
3,956
5,492

58,327
11,656
3,454
4,064
5,731

60,218
12,133
3,525
4,189
5,986

29,682

30,435

31,452

32,446

33,421

34,385

27,529

2008

2009

2010f

2011f

2012f

2013f

2014f
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The base case traffic projection assumes oil prices of
around USD70 per barrel and takes into account the
likelihood of a number of unexpected events which will
temporarily impact traffic. In the past years, for example,
we have seen issues such as unexpected airport closures,
virus outbreaks and civil unrest in nearby countries.

Traffic Development In Malaysia
Malaysia has excellent domestic, short-haul and regional
connections, serving both the local Asian market and
enabling connections to surrounding global hubs such as
Singapore, Bangkok and Hong Kong. In addition, KLIA has
a significant number of direct long-haul flights to all the
major markets worldwide. Alongside the long-established
MAS network, AirAsia is now rapidly building its medium
and long-haul routes into Asia, Europe and Australia.
Traditionally, however, it has been difficult to attract high
value business passengers to connect in KLIA. Airlines
based in Malaysia are currently not part of any major
global airline alliance. This means that overseas based
frequent travellers will prefer to fly via nearby hubs to
enjoy the benefits which accompany cooperation between
alliance airlines, such as schedule coordination, access
to premium lounges and frequent flyer programmes.
Malaysia Airlines has made significant efforts in entering
into bilateral codeshare alliance agreements with airlines
around the world. MAS currently maintains codeshare
relationships with some thirty airlines and aims to further
expand this network.
In addition, a large number of foreign airlines serve
Malaysia, operating both to KLIA and to the other
international gateways.

Monthly traffic pattern at KLIA, 2007-2009

Malaysia Airlines’ projected aircraft deliveries

2007
2008
2009

Passengers (’000)
3,500

Year-End
Holiday Travel

3,000
2,500

2008 Election
Cycle

Number of aircraft

B737-800 Options

Ramadhan
Season

Chinese New Year
Season

20

2,000
6

1,500
1,000

41

35
500
0

Jan

Feb

Mar

Apr

May

Jun

*October 2009 numbers are estimates

In the first half of 2009, despite many airports worldwide
reporting drops in traffic, KLIA was able to maintain
traffic broadly at 2008 levels, which was 4.1% higher
than 2007.
Our overall expectation is that traffic growth will start to
recover in 2010 and return to pre-crisis growth levels
from 2011 onwards, fuelled, for example, by deliveries
of the A380 to MAS.

Jul

Aug

Sep

Oct

Nov

Dec

B737-800

A380

Total

• B737-800 planes will be delivered from Sept 2010
to end-2014
- B737-800s are to replace ageing B737-400 and A330 fleet
- Option to swap B737-800 to larger B737-900
• A380 planes will be delivered between 2011 and 2012

Source: MAS
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KLIA growth scenario

Pax Growth CAGR
(2008 - 2014)

Passengers (‘000)

Optimistic Case = 4.5%
Base Case = 3.8%

35,834

35,000

34,428
34,385

33,031
31,744
30,624

30,000

29,682

33,421
32,446

31,452

30,435

27,529
26,453

25,000
24,130
23,214
21,059

20,000
2004

2005

2006

2007

2008

2009

2010f

2011f

2012f

2013f

2014f

KLIA – Full-Service Airline Operations
KLIA has continued its development on the world stage as being
a premier airport with efficient operations held in high esteem by
travellers. It is one of the best airports in the world according to
travellers’ experience and we believe this success will continue.
Nonetheless, KLIA’s long-term traffic success is closely linked to
the growth of Malaysia’s domestic airlines. Economic difficulties
around the world have certainly had a negative impact on the
airline’s financial standing. However, Malaysia Airports believes
the current recovery plan will continue as airlines continue
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to make adjustments in network structure, fleet mix and other
operational areas.
Destinations in China, India, ASEAN and the Middle East remain
key growth areas. Former air traffic restrictions out of China and
India have held back route development in these countries in the
past, while Middle East countries have maintained aggressive
expansion economically, translating to aggressive route expansion
strategies among the region’s airlines.

KLIA – LCC Operations
AirAsia has continued plans to expand its fleet with a large
number of A320 deliveries scheduled over the next five years.
In addition, AirAsia X plans to expand its fleet to include further
deliveries of A330, A340 and A350 long-haul aircraft. AirAsia
now flies to numerous destinations from KLIA across Asia,
Australia and Europe. Apart from KLIA and the other international
airports, AirAsia will also provide growth at secondary airports.

•	Jetstar Asia, another low-cost carrier based in Singapore, has
opened a scheduled service between Changi and KLIA, now
offering 19 flights per week. In addition, Jetstar operates a daily
flight to Penang as well as four and five times weekly to Kota
Kinabalu and Kuching
•	Lion Air is currently operating daily flights between Jakarta and
KLIA with Boeing 737 aircraft and may also provide further
growth in the near future

Apart from local airlines, we believe other airlines in the region
will continue to provide traffic growth at Malaysia’s airports.
Examples of these include:

•	AirAsia is forecasting very high growth. This may include
international transfers as well as transfer from the Main
Terminal

•	Tiger Airways, based in Singapore, began operations to
Malaysia with the opening of its service to Kuching and now
operates daily flights to Kuching, Kota Kinabalu and fourtimes daily service to KLIA

Low-cost carrier growth prospects will align closely with aviation
liberalisation. To that end, Malaysia Airports will be building a new
terminal at KLIA, suited to the operational and service needs of
the airlines growing fastest in Malaysia.

Air Asia’s projected aircraft deliveries*
Number of aircraft

Total
AirAsia Berhad (A320)
AirAsia X (A330/A340)

5

6

6
3
3

25

24

142

24

16

16

14

2009

2010

2011

2012

2013

2014

Total

*Takes into account deferral of eight A320 aircraft in 2010 and assumes potential
deferral of seven A320 aircraft in 2011
Source: AirAsia (July 2009)
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Kota Kinabalu Traffic Growth
Kota Kinabalu’s main passenger base is leisure travellers,
although it also has a significant market of business and
government-related travel, particularly to Peninsular
Malaysia. As a result, the greatest number of flights are
to Kuala Lumpur with 20 daily frequencies being offered
by MAS and AirAsia.
Tourism from Asia is focused primarily on adventure
travel and eco-tourism, with visitors being drawn to the
region’s beaches, rainforest, mountains, resorts and local
culture. Kota Kinabalu also draws visitors for business
conferences and conventions and this is expected to
grow significantly with the expected completion of the
city’s new convention centre and enhanced tourism
infrastructure in the coming years.

Destination breakdown from Kota Kinabalu (2008)
1% Jakarta
2% Phillippines
4% Seoul, Taipei, Tokyo

Tourism traffic in recent years has come from China and
Northeast Asia. Just over a third of its international visitors
come from China, South Korea, Japan and Taiwan.
The airline network has grown to include charter airlines
which bring tourists from, for example, China, Taiwan and
Korea. Some opportunities may exist to expand scheduled
services to include more Chinese airlines. Kota Kinabalu
could also potentially handle passengers en route between
smaller north Asian cities and Australia.

Kota Kinabalu airport growth scenario
Passengers (‘000)
6,800

Pax Growth CAGR
(2008 - 2014)

6,238

6,300

5% China
5% Miri

5,946

5,800

7% Singapore
8% Sandakan
9% Tawau
20% Other Domestic

5,986

5,667

7% Kuching

5,408

5,300

5,170

5,492

5,731

5,278
5,130

4,800

4,869
4,689

4,300

4,400

32% Kuala Lumpur

3,800
MAHB Biz Plan Slides - v8_HM.ppt

3,918

3,975

4,015

3,300

Prepared for MAHB

2,800
2004
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2005

2006

2007

2008

2009

2010f

2011f

2012f

2013f

2014f

Optimistic Case = 4.9%
Base Case = 4.2%

Destination breakdown from Penang (2008)
2% Langkawi
2% Taipei
2% Kuching
2% Kota Kinabalu
5% Hong Kong
5% Subang
6% Johor Bahru
6% Others

Penang Traffic Growth

7% Bangkok

Penang services a relatively high percentage of business
travellers due to the strong presence of hi-tech and other
industries. Leisure travel, as well as traffic generated by
its industrial base, has declined in 2009 and is expected
to grow less quickly than other Malaysian airports in
future.
To fill this gap, Malaysia Airports aims to promote
connectivity between Penang and regional destinations.
For example, Penang is servicing transit traffic for Thai
Airways’ onward connections to Bangkok. Although this
activity will help to improve traffic numbers, Penang
will be reliant on economic growth and liberalisation of
ASEAN countries as well as on the development of its
local industries, particularly manufacturing, to regain its
growth prospects.

10% Medan
15% Singapore
38% Kuala Lumpur

Penang airport growth scenario
Passengers (‘000)
3,800

Pax Growth CAGR
(2008 - 2014)
Optimistic Case = 1.2%
Base Case = 0.6%

3,661

3,600

3,557
3,473

3,406

3,400

3,393
3,327
3,325

3,200

3,366

3,525
3,454

3,398

3,307

3,173
3,104

3,000

2,998

2,800

2,600
2004

2,835

2005

2006

2007

2008

2009

2010f

2011f

2012f

2013f

2014f
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Kuching Traffic Growth
Kuching has experienced steady traffic growth in recent
years. Growth in the coming years is expected to be
driven by economic development in general and ASEAN
liberalisation in particular. Open Skies agreements will
give passengers greater access to regional hubs, making
the airport more accessible to outside visitors.

Destination breakdown from Kuching (2008)

2% Hong Kong
2% Penang
3% Others

Kuching airport growth scenario

7% Johor Bahru
7% Bintulu
9% Singapore
9% Kota Kinabalu
10% Sibu

Passengers (‘000)

Pax Growth CAGR
(2008 - 2014)

4,800

Optimistic Case = 5.1%
Base Case = 4.4%

4,600

11% Miri
40% Kuala Lumpur

4,400

4,365
4,223

4,200

4,105

MAHB Biz Plan Slides - v8_HM.ppt
Prepared for MAHB

Sarawak has experienced a rise in traffic due to ecotourism. Key promotional events at various times of the
year have been successful in raising the area’s awareness
among adventure travellers while, at the same time, luring
business travellers who are attracted by the developing
state economy. Unlike Kota Kinabalu, which acts as
a gateway to Sabah, many of the Sarawak airports are
served directly from KLIA, which means that Kuching’s
role is primarily focused on serving the local market.
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Other Airports
Airports in Malaysia will continue to benefit from the
country’s economic growth, with some reduction of growth
rates expected in the near term due to the global economic
downturn. Further contributing to regional airport growth
will be liberalisation of ASEAN air services, giving foreign
airlines in ASEAN direct access to Malaysia’s regional
airports. Malaysian Government policy has favoured
opening more of these airports to international flights
although cross-border traffic is still in its early stages of
development.

Domestically, traffic to Malaysia’s small airports is being
carried by Malaysia Airlines, AirAsia and, more recently,
new market entrants such as Firefly and MASwings.
Firefly operates out of Sultan Abdul Aziz Shah airport with
flights to various states in Peninsular Malaysia, Singapore
and Indonesia.

Other airports growth scenario
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Pax Growth CAGR
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4.
Service
Excellence

Ultimately, Malaysia Airports aims
to provide a high level of service at a
reasonable price with minimal impact
to the environment and to every
passenger who uses our airports.
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4.1

MANAGING MALAYSIA’S AIRPORTS
Malaysia Airports recognises that it has been entrusted by the
Government to manage the country’s aviation gateways. Along with
this privilege comes the responsibility of ensuring that the capacity
of the nation’s airports is adequate to support and enhance state
and national competitiveness.
One of our key responsibilities is to ensure that airport infrastructure
development is in line with, if not ahead of, growth in airline
passengers and air cargo volumes expected to pass through airports
under our management.
It is also our responsibility to ensure that these facilities are
properly managed so that KLIA is performing in line with industry
best practices for service quality and that other Malaysian airports
are performing appropriately according to their size, measured by
our internal benchmarks.
By providing timely airport capacity, we avoid bottlenecks and
operational constraints which would impede both our service
delivery and that of our business partners’ service delivery.
We also want to avoid situations where there is overcapacity which
increases costs and unnecessary carbon emissions. Ultimately,
Malaysia Airports aims to provide a high level of service at a
reasonable price with minimal impact to the environment and to
every passenger who uses our airports.
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4.2

Looking forward,
planning for the future
Needs Of Airlines
As the industry continues to change, needs of passengers
change, and so too do airport facilities and services. One
of the major changes in Asian aviation recently has been
the steady rise of low-cost carriers.
Consistent with this, Malaysia Airports has committed to
building a new terminal which will be designed to address
the specific needs of these travellers, while maintaining a
positive overall experience. This new terminal will provide
NGH services to airlines and travellers, bringing low-cost
travel experience to a new level.
In addition, Malaysia Airports is preparing for the
increased use of new large aircraft. MAS, for example,
plans to welcome its first Airbus A380 in 2011, servicing
Australian and European destinations.
MAS and AirAsia are expected to expand their short-haul
fleets to reach a greater number of regional destinations.
MAS will replace its Boeing 737-400 fleet with new
longer range Boeing 737-800s from 2010. This will
allow aircraft currently in use regionally to be available
to service medium-haul destinations to the Middle East
and Northeast Asia, both of which are key growth areas
for Malaysia.

Airport Capacity
The current capacity of almost all airports in Malaysia is
sufficient for the near to medium term.
However, providing new airport capacity requires a lead
time of at least two to five years and, in this respect,
we look ahead and prudently plan, in partnership with
the Government of Malaysia, future capital investments
to safeguard the capability and capacity of the nation’s
airports.
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In order to ensure an efficient and structured approach
to planning future airport capacity, we have prepared the
NAMP to guide the planning of capital investments.
The NAMP, which was completed in
provides a strategic framework for
of airport capacity over the next 50
backdrop of wider development in
preparing the NAMP:

December 2008,
the development
years against the
air transport. In

•	We took a view of the long-term demand for air travel
and airport capacity, both for the country as a whole
and across regions, and of the best long-term strategy
to respond to that demand
•	We set out a strategic and sustainable approach to balance
the economic benefits of airports’ development, the social
benefits of easier and more affordable air travel and the
environmental impact that air travel generates

•	We ensured that airport development is properly linked
to Malaysia’s wider transport strategy and to other
modes of the transport network
•	We provided greater certainty, wherever possible, to
those living close to airports and their flight paths to
reduce distress to surrounding residents while allowing
airport operators to plan ahead for capacity expansion
Following on from the NAMP, airport upgrading and
enhancement projects are currently being discussed with
the Government of Malaysia for consideration in the next
five-year planning period.
Much of the proposed expenditure being considered in
the next planning period is due to the proposed KLIA
new terminal. We will also improve services and enhance
capacity at Penang International Airport to accommodate
anticipated passenger growth in the medium term.

4.3

Enriching passenger
experience through
service delivery
World-class infrastructure needs to be complemented
with world-class service such that the airport’s ultimate
customer, the airline passenger, takes away an enriched
experience.
Malaysia Airports is continually reviewing new solutions
to enhance operations, efficiency, as well as passenger
comfort. For example, Malaysia Airports has taken steps
to implement IATA’s Simplifying the Business initiative.
This aims, as far as possible, to make air travel a seamless
experience for passengers.
Three key initiatives to achieve this in the near to medium
term are:
•	Harnessing technology to reduce passenger processing
time and effort

•	Bar Coded Boarding Pass (BCBP) allows passengers to
print boarding passes at their homes and offices, or even
to display the boarding pass on a mobile phone screen.
Because BCBPs do not need to be printed on expensive
paper stock and facilitate off-airport check-in, BCBPs
are estimated to save the global airline industry up to
USD1.5 billion every year, dispensing with the more
expensive magnetic stripe boarding passes
•	We are currently the first airport in Asia Pacific to
introduce the mobile phone boarding pass
The CUSS system is currently used by four airlines at
KLIA but our aspiration is to have most airlines at all our
airports migrate to this new technology in the near term.
The BCBP system has already been successfully tested
at KLIA and we plan to implement this system across our
airports.
The CUSS and BCBP initiatives will reduce passenger
processing and waiting time, increase available space for
retail activities, and reduce costs to us, to airlines and
ultimately to passengers.

• Ensuring safety and security
• Enabling easy access to and from our airports

Harnessing Technology To Reduce Passenger
Processing Time And Effort
Technologies are available to provide better service to
passengers at a lower cost to us and the airlines.
•	Common Use Self Service (CUSS) machines permit
passengers to check themselves in and obtain their
boarding passes without the need for assistance. In
addition, the CUSS system allows passengers to use
common check-in machines for multiple airlines,
enabling economies of scale and scope
•	Common bag-drop facilities will be introduced to
complement the CUSS system. This will further drive
efficiencies by reducing the number of check-in desks,
thus freeing up space for other uses
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Ensuring Safety And Security
Airport Fire And Rescue Services (AFRS)
Malaysia Airports’ AFRS provides rescue and firefighting
services for aircraft and buildings within a specific
boundary of the airport area. The operational objective
of AFRS is to achieve a response time not exceeding
three minutes to any point of each operational runway, in
optimum visibility and surface conditions.
AFRS personnel undergo intensive training and exercises,
such as Airport Emergency exercises, in order to maintain
a high level of competency and performance of both
personnel and equipment. The Annual AFRS Rating
programme is an important yardstick for measurement of
performance and preparedness of the AFRS team. This is
further supported by the various types of regular inspections
carried out to ensure fire hazards are eliminated and fire
protection systems are operating well.
AFRS also conducts training and awareness building
programmes targeted at the airport community and public
at all of our airports.
In our efforts to provide world-class services, we constantly
strive to uphold high standards, as evident from our
certifications which include:
• ISO 9001 (Quality Management System), OHSAS 18001
(Occupational Health & Safety Advisory Services) and
EMS 14001 (Environmental Management System)
• Aerodrome certification by Department of Civil Aviation
(DCA)
• Fire Certification by Jabatan Bomba & Penyelamat
Malaysia (JBPM)
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Aviation Security (AVSEC)
In terms of airport security, in 2008, Malaysia Airports
was ranked in the top five for courtesy and helpfulness
of security staff, thoroughness of security inspection,
waiting time at security inspection and feeling of being
safe and secure.
The demarcation of airside and landside security in 2008
has brought about a clearer sense of the separation of
responsibilities between Aviation Security (AVSEC) and
the police.
As a result of this, the police frontline at the landside
now provides a strong first line of defence for KLIA,
supported by airport security and airline security at the
airside. AVSEC has since redeployed 64 airport security
officers previously in charge of landside security, which
has enabled airside security to be enhanced.
Our ongoing and planned security improvement initiatives
include:
•	Instituting Malaysia Airports’ in-house detective task
force consisting of about 20 plain clothes officers
•	Reconfiguring passenger flows at some existing
terminals to segregate departing, arriving, international
and domestic passengers
•	Reinforcement of perimeter security fencing at
international airports as well as upgrading perimeter
fences at all other airports
•	Upgrading security systems and detection equipment
which are due for replacement at smaller airports
•	A restricted-entry parking area designated for fourwheel drives and sport utility vehicles to reduce the risk
of theft of such vehicles from public car parks

Equipment and systems aside, we recognise that our
security and safety are only as good as our security
personnel. As such we regularly send our security staff
for training and skills upgrading. We are proud to have
a strong team which includes 10 ICAO-certified trainers
and one ICAO-certified aviation security auditor. This puts
our security personnel at world-class levels.

Enabling Easy Access To And From Our Airports
Most airports are served by an excellent network of
roads. However, we acknowledge, notwithstanding the
ERL to KLIA, that public transport to our airports can be
improved.
Many public transportation issues experienced at
Malaysia’s airports are multi-faceted problems which
can only be resolved through a concerted effort involving
legislation, local government policy, third party concession
agreements, commercial considerations and stakeholder
objectives.
As such, we will continue to work with the authorities and
stakeholders until the experiences of passengers, airport
workers and visitors taking public transportation to our
airports are satisfactory.
This includes offering excellent public transport options
to passengers to access our airports. In particular, we are
planning to extend the ERL to the new terminal when
it opens in KLIA. We will also work with the relevant
stakeholders to ensure that our airports are integrated
into local and national public transport plans.

Other initiatives being considered in the near to medium
term to enhance security include:
•	In-line baggage screening for airports which handle
more than 300 bags during peak hours
• Upgrading of thermographic scanners
• CCTV systems with behavioural analysis capabilities
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5.
Commercial
DEVELOPMENT

Growth through commercial activities is essential
for delivering strong returns to shareholders whilst
enabling aviation charges to remain competitive,
in turn driving further airport growth.
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Malaysia Airports’ commercial revenues include retail
revenues from Eraman activities, concession revenues
from third party retailers and F&B outlets, as well as
revenues derived from land development, advertising,
car parking and rentals (offices, lounges, etc).
Commercial development will be one of the key drivers
of profitability for Malaysia Airports over the next five
years. Strategies are in place to revolutionise the retail
experience and drive new income streams to more than
double revenues by 2014. Growth through commercial
activities is essential for delivering strong returns to
shareholders whilst enabling aviation charges to remain
competitive, in turn driving further airport growth.

Projected commercial revenue growth (RM million)
Optimistic Case (CAGR = 16.4%)
Base Case (CAGR = 8.1%)

2,400
2,200

2,140

2,000
1,800
1,600
1,400

1,377

1,200
1,000

861

800
2008

2014f
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Total commercial revenue (RM ’000)
2% Carpark (41,044)
2% Projects, Operations
& Maintenance (45,745)

3% Carpark (25,487)

2008
100% = 860,592

3% Projects, Operations
& Maintenance (26,760)

2014f
100% = 2,140,069

4% Advertising (36,260)

3% Agriculture &
Horticulture (51,110)

5% Other Commercial
Revenue* (37,562)
8% Hotel (65,972)

3% Other Commercial
Revenue* (66,073)

8% Agriculture &
Horticulture (67,350)

3% Terminal-linked Land
Development (73,542)

9% Event Management
(78,116)

4% Hotel (74,487)
5% Advertising (110,023)

10% Rental (offices,
lounges, etc) (87,520)

5% Other Property
Development (112,000)

15% Rental (Retail-related)
(130,661)

9% Rental (offices, lounges,
etc) (191,419)

35% Eraman (304,904)

13% Rental (Retail-related)
(272,116)
49% Eraman (1,052,510)

*Includes miscellaneous revenue from AVSEC, Engineering, land lease, etc

Four key drivers to enable a step-change in commercial performance have been identified

KLIA New TerminalCentralised airside
retail area

Step-change KLIA
retail performance

1

2

Four key drivers to
enable step-change
in commercial
performance
4

Land development
strategy
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2% International Ventures
(50,000)

3

Continuous improvement
for all airports and
revenue streams

5.1

Centralised airside retail
area in KLIA New Terminal
to drive new revenue

A huge commercial opportunity is available in the KLIA’s
new terminal for LCC, which is being designed to combine
both excellent operations and attractive commercial
offerings. An integrated design which will focus on
delivering value to passengers in terms of shopping,
catering, car parking and business services, together with
advertising space will boost revenues manifold compared
to the existing LCCT, which was not primarily designed for
commercial use.
Until 2009, LCCT passengers at KLIA had access to just
250 sqm of shops per million passengers, far beneath the
industry design norms of up to four times this amount.
By increasing the space to provide a much wider range of
products, total till sales per passenger in the new terminal
are expected to increase three-fold between 2008 and
2014. This retail expansion commenced in the present
LCCT in 2009, resulting in 43% higher revenues per
passenger in June 2009 compared to June 2008.
The KLIA New Terminal design brief has a strong
commercial focus, with the following requirements:
• 35,000 sqm total terminal commercial space
•	15,000 sqm retail space in single centralised
airside area
• Retail laid out to maximise footfall and visibility

C a s e

S t u d y

LCCT Expansion
The expansion of the LCCT International Arrival and Departure
Halls was completed in March 2009 and has increased the
retail and F&B space by four times to more than 6,000 sqm.
LCCT passengers now have a wider array of shops to cater to
their needs. Thorough studies were conducted to determine the
commercial strategy for product mix and placement, and location
of shops to maximise passenger footfall.
New food outlets to cater to all tastes such as Old Town Kopitiam,
Marrybrown and Chocolate have since opened and the response
has been positive. Retail outlets such as Body Shop, Country
Food and Titbits, and a larger duty free emporium, are examples
of additions on the retail front. Services such as banks, ATMs,
strapping and wrapping of baggage are also offered as a result
of the expansion.
With the increase in retail, F&B and services offerings, Malaysia
Airports has since experienced significant revenue improvements
at the LCCT. Total commercial revenue has increased by 59% in
the first six months of 2009, year-on-year.

•	Short distance/minimal processing from shops
to boarding
With an optimised retail design, we will be able to drive
high commercial revenues, thus minimising the reliance
on airport charges to fund the terminal’s development.
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5.2

Step-change KLIA retail
performance to drive
additional revenues
KLIA generates 84% of Malaysia Airports’ commercial
revenues and is key for its future growth. It has high
volumes of high-spending international passengers,
enabling a wide range of product offerings.
Sales per passenger for 2008 was RM36.44 at KLIA MTB
and Satellite Terminal, but other airports of similar size
show stronger performance, such as the market leader,
Incheon, which was already achieving sales per passenger
of RM1103 in 2005. We have detailed plans to address
all aspects of the shopping experience and are forecasting
sales of approximately RM50 per passenger by 2014 for
KLIA MTB and Satellite Terminal.

3

Moodie Report May/June 2006
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The Retail Objective Delivers Great Value
And Service Excellence
In defining our airports as lifestyle destinations, it is
important that our retail and F&B offerings deliver
‘Value for Money’. The right products at competitive
prices coupled with service excellence will enhance
our customers’ experience hence maximising the retail
revenue.
We have identified the following five key drivers for retail
growth.
Key drivers for retail growth
• Stronger, more familiar brands
• Results in higher footfall and
conversion through enhanced
trust of quality and value

Branding
• Strong partnership and supply
chain negotiation and efficiency
• Leverage margins across all
39 airports

1
Margin

5

Retail
Growth
4

• Improve penetration through
service and merchandising

Service

2

Location

• Relocation of retail units and
improvement in visibility and
seating
• Results in increased dwell time
in airside retail areas

3
Product
mix

• Widen product range through
reducing duplication to meet
the needs of more passengers

This journey of change has already commenced with
the Retail Optimisation Project (ROP) at KLIA and the
expansion of commercial activities at LCCT.
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C a s e

s t u d y

S atellite R etail Optim i s a t i o n Pr o j e c t (SROP)
Commenced in May 2008, the SROP aims at transforming the
airport experience of travellers by creating an attractive and
appealing lifestyle environment complemented by a collection of
exciting and competitive product offerings. The project championed
a holistic and comprehensive strategy to transform the airport into
a destination with a unique lifestyle of its own.
As a result, after 17 months, the Satellite Terminal now has a new
look that is contemporary while retaining a distinctive Malaysian
flavour. The design has expanded overall retail and F&B space at
the KLIA Main Terminal by 30%, delivering avant-garde lines and
product concepts, introducing many new world-renowned brands
as well as promoting better accessibility. These enhanced features
encourage travellers to explore all four wings of the Satellite
Terminal thus improving sales opportunities.
Comprising two main levels, the Passenger Level promotes attractive
and spacious outlets offering duty-free products, perfumes and
cosmetics, toys, luggage, and fashion and accessories outlets that
offer an array of exciting new brands, catering to the needs of every
traveller. Amongst the other new brands and offerings available at
the Passenger Level are Cuffz, Axxezz, Hugo Boss and Bvlgari. The
myriad of other products include chocolates and confectionery,
handicrafts, books and magazines as well as gifts and souvenirs,
all available in a wide spectrum of choices at attractive prices.
The Mezzanine Level also underwent major development with
the creation of new floor slabs that further expanded F&B space,
providing travellers with an array of gastronomic selections. Apart
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from international chains like Coffee Bean & Tea Leaf, O’Briens,
Starbucks Coffee, The Olive Tree, Burger King, there are also
authentic local delights such as Satay Club, Malaysian Recipe
Cafe, Kopitiam and Malaysian Street Food @ Jalan Alor.
Additional facilities such as movie lounges, bureau de change
and a reflexology centre cater for the comfort and convenience
of airport users.
Another key initiative towards
creating a memorable airport
experience for travellers
is the introduction of a
‘jungle boardwalk’ at the
natural landscape area.
International travellers will
be able to experience the
Malaysian rainforest right
at the focal point of the
Satellite Terminal.
The transformation, which
is a landmark for KLIA,
allows travellers to explore
the airport as a destination
that provides a multitude of quality offerings at attractive
pricing, enriched with natural heritage, thus enabling KLIA to
soar high and achieve the ultimate aim of delivering superior
customer experience.

Eraman Strategy
A key part of our retail business is Eraman, our in-house duty free
retail operation.
Our strategy is to focus Eraman’s retailing on core duty free
products, driving increases in revenues through higher margins,
better purchasing leverage, lower costs and fresh merchandising.
We are reviewing the mix of Eraman and third party retail shops
within all the major airports to optimise revenue and ensure a
good balance, such that both Eraman and our other business
partners have a strong position from which to operate. Through
further building these partnerships, concessionaires will be able
to operate with confidence and invest in boosting sales.
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5.3

CONTINUOUS IMPROVEMENT
FOR ALL AIRPORTS AND
REVENUE STREAMS

All airports will be addressed using the Airport
Commercial Model that has been designed
with the customer profile in mind
Airport Commercial Model
World-Class International
Hub - Lifestyle Model

Airport

Categories Addressed

• KLIA Main Terminal Building
• Penang, KKIA, Kuching

• Airport Profile
• Commercial Driver
• Brands/Offering

World-Class Airport Leisure Model

Community Airport

• LCCT and New Terminal
• Langkawi, Miri, Sibu, Kota Bharu, Tawau

• Commercial Space Allocation
• Airside vs Landside retail split

• Sandakan, Labuan, Kuala Terengganu,
Kuantan, Melaka, Alor Setar, Bintulu, Ipoh

• Core vs Non-Core Products
Space Allocation
• Value Added Services
• Operator Selection

Corporate Responsibility
Airport
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• Islands - Redang, Tioman and Pangkor; Mulu,
Limbang, Lahad Datu, Sabah and Sarawak
STOL ports

• Tenure
• Rental Structure

Alor Setar Airport fits into the community
Airport model and is having its commercial
activities optimised as such
Description
Airport Profile

Commercial Driver

Brands/Offerings

Considerations
• Local community airports

• Service driven (to select suitable community service), complemented by F&B and smaller portion of retail

• Introduction of primary services as the main attraction to serve the community surrounding the airport
• Retail and F&B as complementary offerings

Commercial Space
Allocation

• Approximately 20% of terminal floor area anchored by a primary service with retail and F&B offerings as complementary

Airside vs Landside
Retail Split

• Emphasis to be given to landside terminal and land development as synergy

Core vs Non-Core Products
Space Allocation

• Emphasis on providing basic retail and F&B services to complement the primary service

Value Added Services

• Banking services, car wash, playground, hypermarket, aviation museum, extreme park, drive-through restaurants,
exhibitions, etc

Operator Selection

• Selected Tender or Direct Negotiation to procure selected services/Application of anchor tenant concept through
packaged deal

Tenure

• More than three years for land developments
Three years for large/medium sized outlets with moderate investment and high ROI
Two or one year(s) for high yield areas depending on investment level (to create excitement of ever-changing offerings)

Rental Structure

Proposed Airports

• Application of new rental structure that shall be royalty driven in determining the MGP

• With international pax – Sandakan, Labuan, Kuala Terengganu, Kuantan and Melaka
Domestic pax only – Alor Setar, Bintulu and Ipoh
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Further Revenues To Be Gained By Optimising
Other Commercial Revenue Streams

Property rentals, advertising and car parking represent significant commercial revenue streams

Rental (offices, lounges, etc)

Advertising

Car Parking

RM million

RM million

RM million

191.4

CAGR = 14%
110

CAGR = 20%
87.5

CAGR = 8%

36.3

41

25.5

2008

2014f

Growth to be achieved through:
• Annual review to ensure optimal rentals
achieved
• Marketing to gain new business and
improve occupancy rate
• Simplifying of contracts, reduction of
bureaucracy and increased transparency
of awards
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2008

2014f

Growth to be achieved through:
• Identified new sites, primarily in external areas
and extended terminals
• Potential new advertising mediums
• Higher revenues through developing
international brand advertising

2008

2014f

Growth to be achieved through:
• Expansion of parking at the LCCT
• Enforcement on illegal parking
• Raising of awareness
• Other customer service initiatives
• Premium parking and new pricing structures
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5.4

Land development
strategy

Malaysia International Aerospace Centre (MIAC), Subang Airport

Six main clusters of activities:

We have access to large areas of land surrounding
our airports, which offer a huge opportunity for land
development. Airports like Schiphol in The Netherlands
drive over 30% of their commercial revenues through
‘Airport Cities’4, and this is currently being researched
for Malaysia.
Already in place is the development of the Malaysia
International Aerospace Centre (MIAC) at Subang
Airport. The development strategy of MIAC is in line with
the Government’s objective to transform Malaysia into a
regional and international aerospace nation by 2015. A
clustering concept is adopted to spur the development of
aerospace support industries, leveraging on our existing
industry players in MIAC such as MAS Engineering, Spirit
Aerosystems, Eurocopter, GE Engines and others.
Over 1,200 acres of land has been fully allocated within
the NAMP with 60-year tenure. Revenues will come from
land leases, JV arrangements, equity sharing and royalty
from sales.
Similar schemes are under development at KLIA with
initial analyses of the local market completed. We have
identified 2,730 acres of the 22,156 acre site for initial
development.
Particularly exciting is the opportunity to build a landside
complex adjacent to the New Terminal, which could
include hotels, offices, shopping areas and business
centres.

4

Schiphol annual report 2008
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• Maintenance, Repair and Overhaul (MRO)
• Helicopter Centre
• General Aviation Centre
• Aerospace Training Centre
• Aerospace Technology Centre
• Commercial Centre

KLIA Aeropolis
Our land development, dubbed KLIA Aeropolis, is to
transform KLIA into a successful major regional hub for
Asia Pacific by making it a well-balanced, self-sustaining,
multi-functional airport city. The development concept
will emphasise greenery, a friendly environment and
airport safety.

Free Zone

Commercial
Centre

Agro Tourism

1

SIC

Leisure &
Recreational

3

Satellite
Building

CT
LC

ay
nw
Ru

Green Tourism &
Natural Conservation
Centre

ay
nw
Ru

The objective is to increase KLIA’s commercial revenue,
its capacity to provide a platform for international trade
and business, and also its ability to tap into the global
supply chain.

Potential land development surrounding KLIA

ay
nw
Ru
2

KLIA sits on 22,156 acres out of which 2,730 acres are
to be utilised for commercial development that includes
a Commercial Business District (CBD), a KLIA MSC Free
Zone as well as leisure, recreational and agro-tourism
components.
1. Commercial Business District (CBD) which includes
office parks, retail/commercial centres, exposition/
convention centre, hotels, service apartments, medical
centre and training centre.
2. KLIA MSC-Free Zone which will house hi-tech industrial
land plots, logistics centre and commercial units.
3. Leisure & Recreational components which will consist
of golf courses, club house, retirement village, boutique
hotel, outdoor training camp and theme park.
4. Agro-tourism components which will consist of agrotourism land which will also complement the existing
plantation activities.
To spearhead this development, we have moved our head
office to the CBD. In the long term, property development
activities will provide a direct, sustainable, recurring
income and also indirect income from passenger growth.
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6.
CORPORATE
RESPONSIBILITY

We recognise that our success means creating
value for everyone we touch – from our employees,
to our customers, to our partners and the
communities where we operate.
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Our people and values are the
engine for Malaysia Airports’
success. In striving for excellence
and success, we focus on:
1 WORKPLACE Development
	

		
		
		
		

• Leadership and staff development
• Shared values
• Succession planning
• Continuous Improvement Programme

2 COMMUNITY AND
		 MARKETPLACE DEVELOPMENT
		
		
		

• PINTAR School Adoption Programme - Beyond Borders
• STOL ports
• Vendor Development Programme

3 EnvironmentAL Sustainability
		
		
		
		
		

• Green Globe benchmarked and certified (four consecutive years)
• KLIA Project Green Planet
• Carbon Footprint Project
• Energy Saving Programme
• ISO 14000 certification
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6.1

WORKPLACE DEVELOPMENT
Harnessing The Potential Of Our Human Capital
Malaysia Airports recognises that our people must be
equipped with the right skills and knowledge to do their
jobs professionally and to take the organisation forward.
In addition, we aim to empower our people to make
decisions and to act in the best interest of the company,
our stakeholders and our customers.

In order to meet this challenge, we have identified
four major dimensions to develop human capital in the
organisation:
• Leadership capability
• Talent management and succession planning
• High performance culture

We currently have some of the best technical airport
talent in the industry. We also recognise that continuous
skill building is important, particularly for new business
areas and to ensure that we remain at the forefront of the
industry.

• Performance management

However, like any other organisation in the country,
Malaysia Airports faces a challenge in growing the
existing team with the right people. Going forward,
our challenge will become greater with the expected
increase in manpower and skills as well as the change
in demographics as the current generation of senior staff
retire.

1.	Effective leadership
	Strengthen leadership and management capabilities
at all levels with the aim of producing internationally
recognised industry leaders.

These four dimensions will be founded on seven principles
upon which we will strengthen and build our human
capital:

2.	Right people, place and numbers
	Effective and efficient deployment of staff across the
company.
3.	Build competence
	Continually develop and enhance staff skills and
capability to meet company objectives.
4. Instil shared values
	Consistently instil and continually practise culture of
high performance, work ethics, mutual respect and
teamwork.
5.	Reward and recognise performance
	Competitively reward employees and visibly recognise
performance.
6.	Communicate effectively
Practise open and two-way communication effectively.
7.	Recruit for potential
Recruit highly qualified staff with potential.
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Shared Values
For a business to be successful in the long term, it
must inculcate a set of values that are shared by its
employees that will serve as the common foundation
to shape the right attitudes and behaviours towards
achieving the vision of the organisation.
At Malaysia Airports, we have defined our shared values
based on this principle and with a focus on being
efficient, providing top-notch service and becoming
a profitable business to benefit all our stakeholders.
We recognise that our success means creating value
for everyone we touch – from our employees, to our
customers, to our partners and the communities
where we operate.
Our organisational culture is based on creating a
dynamic and enjoyable workplace built on strong
camaraderie, achievement and loyalty. We are
passionate about success and people. We are in the
business to serve people and to deliver satisfaction
and value for all our stakeholders.

Malaysia Airports strives to nurture the capabilities
and talents of our employees via 10 core
human capital development programmes

Malaysia Airports’ human capital development programmes

Chartered Institute
of Management Accountants

Our shared values are:
1.	Market Driven
We are responsive to market needs and market
forces.

Executive Development
Programme

2.	Customer Focussed
We are committed to provide quality, innovative
and competitive services in a safe and secure
environment.

Accelerated Development
Programme

3.	Teamwork
We work together towards achieving our vision;
we share knowledge to enhance synergy within
Malaysia Airports and care for employees’ wellbeing.

Technical Development
Programme

4. Strive For Excellence
We are proactive, observe good discipline and
take pride in all our endeavours, while upholding
integrity, honesty and trustworthiness.
5. Loyalty
We are committed and dedicated for the well-being
of Malaysia Airports.

Executive Diploma Management
(Continuous Learning)

• Improve skills and knowledge
in finance and accounting
• Who it’s for: Finance
supervisors and managers

• Increase supervisory skills
for talent pool
• Who it’s for: Supervisors,
executives and managers

• Strengthen leadership capability
and create a talent pool for
succession planning
• Who it’s for: Talent pool

• Improve skills in specialised
equipment and application
• Who it’s for: Technical staff

• Enhance formal education and
encourage continuous learning
• Who it’s for: Employees with
Certificate level

Aviation Security & Fire
Services Leadership Programme

• Create pool of well-rounded
Aviation Security and AFRS
supervisors
• Who it’s for: AVSEC and AFRS

• Create a pool of future world-class

Airport Management Development airport managers
Programme (AMDP)
• Who it’s for: Airport managers and
aspiring airport management staff

Individual Development
Programme

HR Capability Programme

Airport Management Professional
Accreditation Programme (AMPAP)

• Strengthening leadership
capability
• Who it’s for: Executive and above

• Build specialist and generalist
professional HR capabilities
• Who it’s for: HR executives

• Increase professional
knowledge and capability
• Who it’s for: Airport managers and
aspiring airport management staff
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Malaysia Airports’ senior management
competency dictionary

World-Class
Airport Business

1

2

3

4

OPERATIONS
Operational Excellence
in Airport Management

COMMERCIAL
Superior Customer
Experience

FINANCE
Compelling Proposition
to Investors

PLANNING
Strategic Growth
Management

Managing Self
Business Acumen

Strategic Thinking

Driving Performance Excellence

Change & Continuous Improvement

Organisation alignment & adaptability
Managing Others
Managing Stakeholders

Organisation Alignment
We recently realigned our organisation to support our
strategic focus to be a world-class airport business. We
have rationalised our organisation into four principal
focus areas being:
• Operations

• Finance

• Commercial

• Planning

To support the Managing Director and these business
owners (Operations and Commercial), the Chief Financial
Officer and Chief Planning Officer will take on the role of
strategic enablers.
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The principal focus of the reorganisation is to:
•	Refocus management from operational responsibilities
to business ownership

Team Leadership

Teamwork

•	Enable motivated managers to take ownership and grow
the business
•	Structure the support organisation to serve the whole
business
•	Provide transparency and accountability to ensure that
results in both profit and cost centres can be recognised

Developing Others

corporate governance
Malaysia Airports places great importance
in adopting best practices in our corporate
governance principles. We have been
steadily improving our corporate governance
through better disclosure and transparency,
accountability to our shareholders and
stakeholders, and the ability of our Board
to fulfill its roles and responsibilities. Our
commitment to sustain high standards of
corporate governance is reflected in the Group
being ranked seventh (2007: 14th and
2006: 40th), based on the findings of the
“Corporate Governance Survey 2008” jointly
organised by the Minority Shareholder
Watchdog Group (MSWG) and Nottingham
University Business School.
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Our Transformation Journey
Our transformation journey is a continuous one with the
aim of achieving our vision of being a World-Class Airport
Business. Malaysia Airports was one of the first GLCs to
adopt the GLC Transformation Programme initiated by
the Government of Malaysia. In fact, we were the pilot
organisation for two major GLC transformation initiatives
- Intensify Performance Management and Improving
Regulatory Environment.

GLCT initiatives, progress and accomplishments

Green Book
Enhance Board
Effectiveness

Purple Book
Improve Capital
Management

Orange Book

Manage and Develop
Human Capital
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• Board Nomination Committee
created to improve efficiency of
board paper delivery and quality
of reports

• All initiatives are currently on
track with the restructuring
approval and Operating
Agreements executed in
February 2009
• Development of the business
plan based on the approved
restructuring
• Completed the first batch of
Graduate diploma programmes
in Airport Management
• Conducting leadership
development audit
• Implementation of potential
successor development

Review and Revamp
Procurement

• Identified areas to centralise
procurement to enhance
procurement processes and
negotiations have led to
increased savings of 10% from
O&M and supplier contracts

Blue Book

• Successfully institutionalised a
performance management
framework using KPIs across all
levels of the organisation.

Red Book

Intensify Performance
Management

Yellow Book

Enhance Operational
Improvements

• Introduced the Continuous
Improvement Programme in
2007-2008 with eight crossfunctional teams and 56
initiatives that delivered revenue
enhancements and cost savings
of more than RM160 million

Silver Book
Clarify Social
Obligations

White Book

Improve Regulatory
Environment

• Flood relief efforts in affected areas
• Beyond Borders Programme
• Project Green Planet
• Enhancing corporate governance
practices to increase transparency
• Occupational health and
management system
• Initiatives: Conducted study on
Regulatory Organisational
Development Audit (RODA)

In 2006, Malaysia Airports formed a Corporate
Transformation team. The team manages our Continuous
Improvement Programme (CIP) as described below.

T h e C o n t i n u o u s
I m p r o v e m e n t P r o g r a m m e
( C IP )
As part of the GLCT Yellow Book initiative, we embarked on
a Continuous Improvement Programme (CIP) to build longterm sustainability by instilling a culture of responsibility,
accountability and teamwork.
The guiding principle behind the CIP was a one-page strategy
developed through Senior Management Workshops. Eight crossfunctional teams (CFTs) were formed to explore opportunities
for cost savings, revenue enhancement, customer service
excellence and operational improvements.

In ensuring the sustainability of CIP, Lean methodology will
be applied company-wide to further enhance our operations
through the following:
1.	Drive revenue and spend management
	Strengthen revenue capture processes and systems and
improve cost control mechanism.
2.	Streamline policies and procedures
	Standardise policies and operational procedures for
shared services and lines of business.
3.	Build common IT infrastructure
	Automate and standardise systems throughout the
business.
4.	Informed decision making
	Build business intelligence base to enable business
information and insight.
5.	Ensure service quality
	Continued excellence in airport service quality.
6.	Drive continuous improvement
Check self, benchmark externally, improve continually.

As a result, 56 new initiatives were introduced in 2008, with
detailed action plans closely monitored by a Transformation
Management Office and Transformation Council, to deliver
tangible results. The CFTs have direct access to the
Transformation Council (comprising Senior Management) via
their team sponsors, who are also members of the council,
allowing for quick decisions, clearing of roadblocks and
continuous advice and support. The Transformation Council also
projects a visible form of leadership to drive the transformation
process.
CIP delivered more than RM160 million in revenue enhancement
and cost savings to Malaysia Airports in 2008 through initiatives
developed via the CFTs, for example in the form of a Budget
Challenge Committee as well as a Value Management team.
The CIP is a continuous process and the focus for the next
three to five years is to have sustained improvements across
all divisions.
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6.2

COMMUNITY AND
MARKETPLACE DEVELOPMENT
Caring comes naturally at Malaysia Airports. Since the
early days, before CSR became a buzzword, it has formed
an important cornerstone of Malaysia Airports’ operating
philosophy and an integral part of its operations. It
is something that we practise on a daily basis and
management and staff are actively encouraged to be
involved in welfare work and charity. Malaysia Airports
has supported many registered charitable organisations
and worthy projects over the years. Bringing festive cheer
to orphans and the less privileged and donations to
various causes have long been mainstays of our annual
corporate calendar.
Longer-term projects are the true test of the Malaysia
Airports’ commitment to ensure that its success is
inclusive. One of our more enduring CSR legacies is being
realised through our participation in Project PINTAR
(Promoting Intelligence, Nurturing Talent, Advocating
Responsibility), established under the auspices of the
Ministry of Finance and Khazanah Nasional Berhad.
In taking ownership of the project, we have given it a
new identity and brand with the theme, Beyond Borders,
and its tagline ‘Give Them Wings, Let Them Fly’. As an
integral part of the programme, Malaysia Airports adopted
nine schools in seven states throughout the country.
These schools were selected because of their proximity
to Malaysia Airports’ system of airports. Following the
success of the pilot project initiated in 2007, involving
two schools in Penang, Beyond Borders was officially
launched at the seven remaining schools in July 2008.
In November 2009 we celebrated the graduation of
the first batch of schools adopted under the Beyond
Borders programme. Going forward, we will continue this
programme by adopting new schools.
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Another vital part of our operations and CSR programme is
the operation of 18 STOL ports. Located mainly in Sabah
and Sarawak, these are vital lifelines and only access to
the outside world for the rural communities located in
mountainous or densely forested regions. STOL ports are
necessary to bring in medical supplies and assistance (via
Flying Doctors), much needed diesel (to power generators,
to mill rice, etc), and tourists. Although small and fairly
basic, STOL ports have never been an economically viable
proposition and indeed require considerable investment
and commitment to set up and to maintain. But we see
them as a vital part of our contribution to the nation and
its people.
In the marketplace, Malaysia Airports remains committed
to helping entrepreneurs further develop their businesses
across all our airports under the Vendor Development
Programme. The objective of this programme is to give
stable, resilient and competitive vendors an opportunity to
participate in procurement activities at Malaysia Airports.
This will support and accelerate efforts in getting vendors’
participation in works, services and supply activities. The
programme involves developing a close and long-term
business relationship between Malaysia Airports and
vendors to achieve common business goals. It is a win-win
situation for Malaysia Airports and vendors as, through
this programme, we will increase cost-effectiveness and
reduce process cycle time. Meanwhile, our vendors benefit
by developing niche expertise and a strong track record in
airport business activities, allowing them to expand and
market their services to other related industries.
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6.3

Environmental
sustainability
We emphasised our focus on the environment 10 years
ago with KLIA’s “airport in the forest, forest in the
airport” concept and we have continued to develop our
focus across our network ever since. KLIA has been
awarded the distinguished Green Globe 21 certification
for five consecutive years starting 2004. It is the first
airport in the world to receive this accolade, signifying our
commitment towards environmentally sustainable travel
and tourism.
Sustainability and protection of the environment are
core to our business. We are fully accountable to our
commitment that we will work towards carbon neutrality.
It is our intention to meet if not beat ACI’s targets for
carbon neutral growth by 2020 and carbon emission
below 2005 levels by 2050.
We have already commenced our journey to carbon
neutrality by starting a project to map KLIA’s carbon
footprint. This will be completed by the end of 2009
and will allow us to identify areas in our operations and
business where there is potential to reduce our carbon
emissions.
After we have mapped KLIA, we will continue with this
carbon mapping-carbon emission reduction exercise at
all our airports.
We are also working with our airline partners - Malaysia
Airlines, Singapore Airlines and AirAsia - to conduct
landings at KLIA with a continuous descent approach,
in line with IATA’s Four Pillar Strategy to combat climate
change. These exercises have the potential to save
between 160kg and 480kg of carbon per landing through
reduced fuel burn, according to IATA.
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Carbon emissions aside, we are also looking at other
initiatives to incorporate environmental conservation
elements into our business. These include incorporating
green measures in all our new projects, such as the New
Terminal at KLIA.
Our Energy Savings Programme (ESP) is an example
of this commitment. We are creating awareness among
our employees and airport users so that they minimise
energy use and optimise use of infrastructure facilities.
Continuous awareness can go a long way towards saving
costs and conserving energy in the long run. In July 2009,
we started installing energy saving devices in the airport
distribution networks. This initiative is targeted to save
up to 20% of energy consumption and is being initially
deployed at KLIA followed by other airports in stages.

We are also involved in an international effort led by the
Global Reporting Initiative (GRI) establishment in developing
a GRI sustainability reporting supplement for airports. As a
testimony of our commitment toward sustainable practices,
we aim to develop our own sustainability report in the short
term to communicate our efforts to all stakeholders.
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AIRPORT ROLE PLAYERS
Malaysia Airports is responsible for managing its airports. However, within each airport, a very large
number of third parties are responsible for carrying out services. The following chart shows the
inter-relationship between Malaysia Airports and the organisations responsible.

Passenger and
Baggage Management
Shared responsibility
with airlines

Customs Check

Aircraft Movements

Customs Department

DCA

Public Infrastructure
Maintenance
JKR

Malaysia
Airports

Public Transportation

Immigration
Department

Medical Services

Multiple private
entities involved

Pusrawi

Road and Curbside
Control
PDRM
PGA
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Immigration Check

Glossary
ACI
ACI-ASQ
ASEAN
AFRS
ASQ
ATC
ATR
AVSEC
BCBP
BHS
BKK
BOM
CAGR
CAPEX
CBD
CCTV
CFT
CGK
CIP
CR	
CSR	
CUSS
CVLB
DCA
EBITDA
ERAMAN
ERL
ESP
F&B
FY
GCC
GDP
GLC
GLCT

Airports Council International
Airports Council International-Airport
Service Quality
Association of Southeast Asian Nations
Airport Fire and Rescue Services
Airport Service Quality
Air Traffic Control
Avions de Transport Régional
(aircraft manufacturer)
Aviation Security
Bar Coded Boarding Pass
Baggage Handling System
Bangkok Suvarnabhumi International Airport
Mumbai Chatrapati Shivaji International Airport
Compounded Annual Growth Rate
Capital Expenditure
Commercial Business District
Closed-Circuit Television
Cross Functional Team
Jakarta Soekarno-Hatta International Airport
Continuous Improvement Programme
Corporate Responsibility
Corporate Social Responsibility
Common Use Self Service
Commercial Vehicle Licensing Board
Department of Civil Aviation
Earnings Before Interest, Taxes,
Depreciation and Amortisation
Malaysia Airports (Niaga) Sdn Bhd
(In-house retailer)
Express Rail Link
Energy Savings Programme
Food and Bevarage
Financial Year
Gulf Cooperation Council
Gross Domestic Product
Government-Linked Company
Government-Linked Companies Transformation

H1N1
HKG
HR
IATA
ICAO
ICT
JKR
KLIA	
KPI	
KUL	
LCC
LCCT	
MACS	
MAHB
MAS	
MGP	
MIAC
MOF (Inc)
MOT	
MSC
MTB
NAMP	
NGH
OAG
O&M
OHSAS	
OPEX
PAX
PDRM
PGA	
PINTAR	

Influenza A
Hong Kong International Airport
Human Resource
International Air Transport Association
International Civil Aviation Organisation
Information & Communication Technologies
Jabatan Kerja Raya
(Public Works Department)
Kuala Lumpur International Airport
Key Performance Indicator
Kuala Lumpur International Airport (KLIA)
Low Cost Carrier		
Low Cost Carrier Terminal
Malaysia Airports Consultancy Services
(formerly known as MAMTS)
Malaysia Airports Holdings Berhad
(Malaysia Airports)		
Malaysian Airline System Berhad
(Malaysia Airlines)		
Minimum Guaranteed Payment		
Malaysia International Aerospace Centre
Ministry of Finance (Incorporated)
Ministry of Transport		
Multimedia Super Corridor
Main Terminal Building		
National Airport Master Plan
Next Generation Hub		
Official Airline Guide
Operation & Maintenance
Occupational Health & Safety Advisory Services
Operating Expenditure
Passenger		
Polis Diraja Malaysia
(Royal Malaysian Police)
Pasukan Gerakan Am
(General Operations Force)
Promoting Intelligence, Nurturing Talent,
Advocating Responsibility

PPP	
PRC

Purchasing Power Parity
People’s Republic of China

PSC
PSSC
PVG
RM
ROE
ROI	
SAP	

Passenger Service Charge
Passenger Security Service Charge
Shanghai Pudong International Airport		
Ringgit Malaysia
Return on Equity			
Return on Investment
Systems Applications and Products
in Data Processing
(Malaysia Airports’ accounting system)
Severe Acute Respiratory Syndrome		
Satellite Terminal		
Sepang International Circuit

SARS	
SAT	
SIC
SIN
SITA	

sqm
SROP	
STOL	
USD

Singapore Changi International Airport		
Société Internationale de Télécommunications
Aéronautiques
(Airline telecommunications co-operative
organisation)
Square Metres		
Satellite Retail Optimisation Project
Short Take-Off and Landing		
United States Dollars
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