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Lufthansa Consulting is a leading aviation consultancy
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Central Asia’s aviation landscape benefits from a growing population and
GDP, and arise in tourism, forming a stable demand outlook in the region

Maijor in-service aircraft fleets in Central Asia
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I_The growth of the tourism industry in Central Asia has led to_‘
increased demand for air travel, prompting investments in
airport facilities and services to accommodate the rising

L number of visitors J
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Worldwide MRO demand continues to rise, with increasing shares of
engine and line maintenance. Available capacities remain a challenge

In 2024 total MRO demand reaches USD 104b and will rise up to USD 124b in

Selection of MRO providers in neighboring regions
———————— 2034. Engines and components account for the majority in demand:
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For an airline to debate in- or out-sourcing, a range of qualitative criteria
needs to be established and analyzed. These vary for each operator

Available expertise E—

Flexibility g -
Quality control AW

Schedule control 3

Build new jobs

Build new infrastructure

high low high

v

The decision to insource or outsource MRO services is not purely financially driven, it is also a qualitative consideration for each operator based on a set of
qualitative criteria. These can vary drastically for each operator
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A comparison of the maintenance contracting of international legacy
airlines and LCCs demonstrates a noteworthy capability pattern

International legacy airlines and LCCs
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Comparing the international benchmark to Central Asia, a visible shift to
more contracting of base and engine maintenance is notable

Central Asian legacy airlines and LCCs

A

Legacy airlines in the

region have limited
capabilities for A-, C-,

and heavy checks

In-house

LCCs in the region %
choose to contract
almost all services to

MRO suppliers

In-house &
contracted

O
g Engine and APU
£ maintenance is é!}
S contracted to MRO %
- > suppliers or OEMs
A-checks C-checks Heavy checks Engines/APUs
= Central Asian legacy airlines = = Central Asian LCCs
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A noteworthy base maintenance capability gap is visible between local
and international benchmarks, which is attributable to various reasons

Combined benchmark analysis

A

The largest discrepancy
in capabilities between
Central Asia and the

international @
benchmarks is visible in
Legacy

C) legacy airline base
8 capability maintenance
T gap

In-house

In-house &
contracted

LCC

. LCCs select to stay on
strategic

N a leaner cost base and %
\ .
R g outsource more in both )

benchmarks, however
on a different
magnitude

Contracted

v

A-checks C-checks Heavy checks Engines/APUs

= International legacy airlines nternational LCCs = Central Asian legacy airlines = = Central Asian LCCs
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The rationale for more outsourcing in this region may be attributed to
various challenges and limitations, which may be overcome in the future

Rationale for airlines to outsource

Deficiency in OEM protectioni d
o *—i / protectionism an
qualified personnel ® X |.I’ — increased competition

P

Legacy fleet
composition and
higher average ages

Lack of economies
of scale and
critical mass

Longer
turn around
times

Lack of maintenance
infrastructure, facilities
and related technology

Lack of local capabilities and
certifications
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OEMs are making substantial strategic investments to explore further
aftermarket opportunities, intensifying competition with MRO providers

Past

Manufacturer

= Focus on design,
manufacturing and delivery
of aircraft

After-sales services

{a

» Manufacturers provide
documentation and spare parts
availability

» MROs conduct maintenance

» Limited licensing to 3' party
MROs
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Today

Manufacturer

~ * |dentification of business

u potential of MRO services

u » Focus shift from a purely
manufacturing capability to
a broader portfolio of after-
sales services

After-sales services

= OEMSs start offering
maintenance, logistics,
availability and training services
K_ﬁ = MROs required to qualify and
apply for an MRO license to
access documentation and offer
MRO services

focus

Examples

TotalCare® by Rolls-
Royce

1 Rolls-Royce

90% of all engines are
enrolled into TotalCare®

%Yé Pratt & Whitney

AnRTX Business

EngineWise® Services

Exclusive provider of on-
wing component PBH-
services for PW1000-

series
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Irrespective if outsourcing or insourcing is preferred, a comprehensive
material management strategy is essential to manage risks & expenses
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Optimize existing material

stock by eliminating surplus

and filling shortages to
reduce AOGs

NO

Were the best possible
terms & conditions and
pricing sourced?

YES

» RFP / tender
management

_ Review of existing

Are the existing
contracts
competitive?

"~ contracts

-

Material management

The development of a
comprehensive material
management strategy, addressing
all maintenance divisions and
covering the aircraft nose-to-tail is
required. This includes:

il

In-house materials
management: Stock
optimization & cost reduction,
increase service level

RFP / tender management:
With current market
intelligence, ensure the most
suitable service and pricing was
sourced

Review of existing contracts:
Identify uncompetitive terms &
conditions and pricing and
renegotiate
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Developing a base maintenance capability should target a 70% base load
factor from the own fleet. The remaining 30% can be offered to 3'd parties

Current situation Hangar utilization per year Financial analysis

2 bays

@

25x B737-800

2500h / year

Utilization

800h
A-check interval 2 days
and duration
5000h
C-check interval 24 days

and duration

FH: flight hou

No of ‘check Time to Number
5 Fleet
-type’days = complete x ofchecks .
size
per year check per year
v

Hangar available

37%

Hangar utilized

Assumption:
= = USD 60
Aircraft check cost / FH
Revenue Aircraft
from the = 7/;“‘7{”5‘ of i/(;‘t{;iila{/ check
‘check type’ checkssyear cost/FH
v

37% outsourcing yields potential revenue

A-checks

or
C-checks 3,4m

(USD)

6,5m
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Central Asian aviation has significant potential backed by its increasing

Strategic
geographical
location

due to its central position between
Europe, Asia, and the Middle East

>

Critical mass required:

hangar utilization
based on own
maintenance

Strategic OEM partnerships are a
.key enabler to peoome a program
maintenance provider for future
aircraft platforms
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Although base
maintenance is one of the
slowest growing segments,
it is one of the easiest ways
to bring maintenance
control into your airline

maintenance
cost reduction
potential

Significant and growing MRO
demand in the neighboring
regions, mainly Southeast Asia,
Middle East and India

Engine & line
maintenance

are the fastest growing
segments
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Contact

Askhat Torshin Dr. Axel Schauenburg

Permanent Representative Associate Partner

CIS Head of Solution Group Maintenance & Engineering
Lufthansa Consulting GmbH Lufthansa Consulting GmbH

FRA ZQ FRA ZQ

Frankfurt Airport Center 1 - FAC 1 Frankfurt Airport Center 1 - FAC 1

Building B, 7th Floor Building B, 7th Floor

Hugo-Eckener-Ring Hugo-Eckener-Ring

60546 Frankfurt/M., Germany 60546 Frankfurt/M., Germany

Tel: +7 701 717 2546 Tel.: +49 151 589 355 68

E-mail Askhat.Torshin@LHConsulting.com E-mail: Axel.Schauenburg@LHConsulting.com
Disclaimer

This presentation has been created exclusively for attendees of MRO Central Asia Conference, held in Tashkent on March 26, 2024, and is only complete in
conjunction with a verbal presentation by Lufthansa Consulting. Despite the fact that great attention has been given to the development of this presentation,
the information contained herein is provided for informational purposes only and is not intended as advice on any particular matter. No party should act or
refrain from acting on the basis of any matter contained in this presentation without seeking appropriate professional advice on the specific data, facts, and
circumstances. Registration: Local Court of Frankfurt, Commercial Register HRB 101093 | Managing Director: Hannes Mdller
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