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To own or just use?

This is the question ground support equipment and cargo container users are asking increasingly as

the commercial aviation industry delves deeper into its current down cycle and airlines, airports and
handlers take a long hard look at their balance sheets and cash flows. Jo Murray talks to the players
who are assisting in make the purchase versus use-only decision

ental, contract hire, leas
ing and pooling are all
asset utilisation concepts
well entrenched in many
industries. Car fleets, com-
puters and photocopiers have all been
the subject of small ticket asset utilisa-
tion concepts that provide useful tax
positions to profit rich but asset light
institutions. They offer use without
ownership options for those that do
not seek to encumber their balance
sheets and choose not to tie up too
much scught after capital.

50 why do we not see more inno-
vative asset finance methods in the
aviation equipment market? After
all, the aviation industry has been
heavily exposed to strategic acquisi-
ton methods: aircraft acquisition has
leant increasingly on complex lease
structures; cash-strapped airlines have
¢ sought sale and leaseback options; and
¢ for decades engines and components
& have been the subject of asset pools
£ in strategic locations. But innovative
- ownership and use-only options for
% ground support equipment and cargo
i containers have been the subject of
5 much less exploration.
= Certainly, the value of a GPU is so
5 much less than the aircraft it supports
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"We look at this business from
the point of view of our customers
= ground handlers”

Paul Feldbrugee, KILM equiprment services
and, of course, harnessing complex
structures that rack up hefty lawyer
and tax accountant fees would be in-
appropriate for financing a fleet of
tugs, but surely there is scope for a
little more innovation than we are see-
ing at present.

Strategic asset finance and manage-
ment techniques may be fairly unde-
veloped in this market; but that is not
to say they are not there. They tend to
be driven by practical considerations,
built on fairly individual requirements
and appear to be relatively under ex-
plored by the manufacturers of GSE.
True, in other markets, the banks and
large manufacturers have driven the
push for innovation in asset finance
and management; and it is also true
that many of them have had their
fingers burned - largely as a result of
poor due dilizence, over exposure to
risk and capricious market dynamics.
But is it not also true that the sheer
quantity of equipment required to use
on the ramp and the airfield makes
this type of equipment ripe for inno-

vative off balance sheet finance with
the emphasis on use over ownership?
That having been said, there are
some leading lights in the equipment
acquisition and management markets
that have confidently developed their
business models and are working with
their clients to provide valuable asset
sourcing and acquisition methods.

FROM THE AIRLINE FOLD

One player in this market that is only
too aware — given its airline heritage
- of the value to handlers, airports and
airlines alike of diversified methods of
equipment acquisition is KLM equip-
ment services. Paul Feldbrugge is the
Manager of Fleet Management.

“We loolk at this business from the
point of view of our customers - ground
handlers,” comments Feldbrugge. “We
try to establish how much equipment
they need and, based on our experi-
ence, we try to find the best solutions
for their equipment needs, which can
be brand new or used equipment. We
undertake fleet optimisation in terms
of age, cost and operation.”

Whether or not the new or owned
equipment ends up on the custom-
er's balance sheet depends upon the
customer's requirements and what is
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