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The Air Transport Association of America, Inc.

“Everyone is entitled to his own opinion, but not his own facts.” (Daniel Patrick Moynihan)

Combination Services

AirTran Airways
Alaska Airlines
American Airlines
Continental Airlines
Delta Air Lines
Hawaiian Airlines
JetBlue Airways
Midwest Airlines
Southwest Airlines
United Airlines
US Airways

All-Cargo Services

ABX Air
ASTAR Air Cargo

Atlas Air Worldwide Holdings

Evergreen Int’l Airlines
FedEx Corporation
UPS Airlines

Associate Members

Air Canada
Air Jamaica
Mexicana
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Jet Fuel Is a Drop in the Bucket, Subject to the Refinery
Economics for All Petroleum Segments (incl. Gasoline)
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Gallons total 44.7 due to “processing gain”

(Propane/Butane/Propylene/Butylene)

Finished Motor Gasoline

ene and Kerosene-Type Jet Fuel

ating Oil and Diesel Fuel

Lubricants, Waxes, Asphalt, Tar & Fuel Oils

Petroleum Coke

* Feedstock for high-octane gasoline, petrochemicals and solvents

Sources:

Average U.S. Yield

From Barrel of
Crude Oil in 2008

> Light Distillates (49.4%)

> Middle Distillates (35.3%)

J \,

Heavy Distillates
& Residuum** (15.3%)

and

** Includes heavy oils used in industry, marine
transportation and electric-power generation
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http://tonto.eia.doe.gov/dnav/pet/pet_pnp_pct_dc_nus_pct_a.htm
http://tonto.eia.doe.gov/dnav/pet/pet_pnp_pct_dc_nus_pct_a.htm
http://www.api.org/aboutoilgas/sectors/refining/upload/oilfacts_rgb.pdf

In 2008, U.S. Airlines Spent $16B More on Fuel

Despite Consuming 5.2% Fewer Gallons
e

“The U.S. airlines...have a relatively low proportion of their 2008 fuel needs $57.85
hedged, because hedging high and volatile fuel prices is expensive and :
50 -+~ may require posting cash collateral.”

“High Fuel Prices Prompt Review of U.S. Airline Rating Outlooks,” Standard & Poor’s (March 11, 2008)

—

] ($41.86

$38.77

Billions

$33.18
Gallons Consumed

— [$22.74

10 1{$16.79 $15.49
$14.99) 1512 81

2000 2001 2002 2003 2004 2005 2006 2007 2008
($0.82) ($0.78) ($0.72) ($0.85) ($1.16) ($1.66) ($1.97) ($2.11) ($3.07)

Note: Value in parentheses below year is average price paid per gallon excluding taxes, into-plane fees, pipeline tariffs and hedging costs

Sources: ATA, Energy Information Administration, Department of Transportation L
4 www.airlines.org



[@))

o

o

(Q\ %)

(B)

c [

" — (@)

c <

a ()

@) 9

< |

(@)

c %

— ©

<+~

(2 S

%2 =

- >

) O]

o _

>

) | -

— o

-“ m

,.Inm T

VI

= Z

(D)

(@)

—

al

[

-

LL

+—J

(D)

™ , T , T T T T
o o o o o o o o
00 N~ © L0 < ™ (Q\ —
— — —i —i — —i — i

uojes Jad sjua)d

60-1dv-62
60-1dv-ge
60-1dv-GT
60-1dv-/
60-1eIN-TE
60-1elN-7Z
60-1elN-/T
60-1eN-0T
60-1eIN-€
60-094-7¢
60-094-LT
60-094-6
60-094-¢
60-Uer-9z
60-uer-97
60-Uer-6

60-Uer-¢

www.airlines.org

Sources: Energy Information Administration and ATA



10 Largest U.S. Carriers All Cutting Capacity Again in 2009
7.2% Drop in Scheduled SYSTEMWIDE ASMs*: 20Q09 vs. 2Q08
——————————————————

(Sorted left to right by number of scheduled available seat miles in 2Q08)

Delta/NWA
American
Continental
Southwest
US Airways

United
JetBlue
Alaska
AirTran
Frontier

86 (85  (&1)

(18) - (16.8)

* An available seat mile (ASM) is one seat flown one mile and is the standard unit of capacity in the passenger airline sector
Source: Innovata (April 16, 2009)
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Passenger Airline Employment Has Plummeted

Full-Time Equivalents (000)
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ATA Energy Priorities

A Portfolio of Solutions is Required
s

ATA supports a balanced, comprehensive U.S. energy policy that enhances
U.S. energy security and results in predictable, stable and environmentally
responsible supply and costs:

Expand access to domestic resources
Reform energy commodities markets

Accelerate development of alternative aviation fuels

D U N NN

Promote conservation and efficiency

Examples:

Make strategic energy reserves more readily available to commercial markets; invest proceeds in future supply
Change the rules regulating energy commodity futures markets to make trading fairer and more transparent
Oppose selected foreign countries’ subsidization of consumer fuel prices

Expand refining and distribution (pipeline) capacity to meet growing global demand for middle distillates
Responsibly develop U.S. energy resources, including petroleum, gas, coal, nuclear, solar, wind and others
Develop new, environmentally responsible aviation fuels

8 www.airlines.org



Continental Drift Between New York and Washington?
Variability in Block Time (Min to Max) Amounts to $600-$750 per Flight*
e

76 -
74 -
72 - 12-Month Rolling Average
70 -
68 -
66 -
64 -

62 -

Actual Minutes from LGA Gate to DCA Gate

Eastern Airlines (1968) — 60 minutes
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2003
Jul
2004
Jul
2005
Jul
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Jul
2007
Jul
2008
Jul
2009
Jul

* Assumes $65 per minute in direct (aircraft) operating costs Source: ATA analysis of DOT T-100 segment database
www.airlines.org



Operational Performance — 2008
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Today’s ATC System is Highly Inefficient

Additional burn due to reroute
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A Vision for Air Traffic Management: “NextGen”

Transformation of the National Airspace System to meet safety, capacity and
environmental needs, while existing system remains in service — akin to
changing a flat tire on your car while going 60 MPH

Estimated that traffic optimization, direct and efficient routings, and reduced
delays could cut aviation fuel consumption by at least 6% annually, which
would equate to 1 billion gallons per year

ATA is pursuing a transformation from today’s dated ground-based air traffic
system to an advanced satellite-based system

Move from disconnected incompatible system to a scalable nework-centric
system, boosting economy while reducing GHGs by up to 12% by 2025

ATA has identified key elements of our Next Generation air traffic system; these
technologies (ADS-B, RNAV/RNP, EFB, GBAS) will serve as a platform to
accommodate future demand as efficiently as possible

We will move to a scalable, networked, and fully digital system

www.airlines.org



U.S. Airlines* Greener Than Ever

S———————————————————————————
6.5 -

6.2

Revenue Ton Miles (RTMs) per Gallon

1978 1980 1990 2000 2005 2008E

* U.S. passenger and cargo airlines operating worldwide — passenger and cargo revenue ton miles (RTMs) in all services
Source: ATA analysis of DOT Form 41 traffic data (T2-Z240) and gallons (T2-Z2921)

13 www.airlines.org



Four Means of Addressing Aviation GHGs

14

« Technology

— Enhance existing fleet (e.g., winglets)

— Invest in newer aircraft

— Support R&D for breakthroughs in engines & airframes
— Invest in alternative fuels

Operations

— Weight reduction

— Maintenance (like engine wash)

— Operational procedures within existing ATM
Infrastructure

— Invest in equipage for NextGen/Single European Sky
— We need “NowGen!”

Economic Measures

Already Motivated to Get as Much as Can out of
First Three

— Record to back that up

www.airlines.org
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Positive Financial Incentives Can Help

« Stimulate R&D and Technology
Deployment . . .

 But Harmful, Punitive Economic
Measures Are Proliferating ...

— International

« EU Emissions Trading Scheme (ETS)
« Emissions Taxes

« Domestic Emissions Trading in Australia, New
Zealand

— US
« Waxman-Markey “Triple Whammy” for Aviation
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The ATA Position

Pro Technology, Ops & Infrastructure!
Should Not Have Punitive Measures ...

If Economic Measures Are Chosen, Must Be
Calibrated

— e.g., taxes and emissions trading “less bad” if

« Accompany with needed government engagement on
NextGen, R&D, etc.

* Free allowances
» Money reinvested into aviation

» Single, harmonized coverage (international coordination
and preempt state/local)

» Carbon market controls (“safety valve”)
» Do in context of comprehensive energy policy
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1, L -y ~ea D
o £ TR

v oS 4. ‘ ..A' .
L Mt 0 VIS #:‘.’w’l J

www.airlines.or:



17

Financial Players Exceptionally Active in Crude Oil in 2008
In 2008, Paper Market Was Almost 12 Times the Size of the Physical Market
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“If the US, the greatest country in
the world, cannot ensure the
public that it can provide sound
regulatory oversight of mature
energy commodity markets with
integrity, then how can it ever
trade carbon without market fraud
and manipulation?”

Paul Cicio, Industrial Energy
Consumers of America (July 17, 2008)

85.9

1,001.6

ICE
469.3

NYMEX
532.3

World Consumption

Oil Traded on Exchanges

Sources: Citi Futures Perspective, International Energy Agency, New York Mercantile Exchange (NYMEX) and London IntercontinentalExchange® (ICE)
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In 2008, Investors Added to Volatility of Crude Oil Markets
Composite Crude Oil Volume* Set New Record of 1,906,016 Contracts on June 6

Oil Traded Daily on Exchanges (Million Barrels)*
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https://www.theice.com/marketdata/settlementPrices/getDailyVolumeOIResults.do
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Commodity Market Reform: ATA Priorities

— Increased Recordkeeping, Reporting and Disclosure Requirements
for Traders and Speculators

— Tighter Position Limits and More Stringent Requirements for the
Granting of Hedge Exemptions

— Requirement that All Trades, Whether on a Regulated Exchange or
Over-the-Counter, be Cleared Through a Centralized Clearing House

— Requirement that All Traders be Subject to Position Limits on their
Aggregate Positions, Regardless if Trading on a Regulated
Exchange or Over-the-Counter

— Increased Funding for CFTC Staffing , Analysis and Enforcement

www.airlines.org



Commodity Market Reform: Legislation

 ATA s generally supportive of H.R. 977, the Derivatives Markets
Transparency and Accountability Act of 2009 (Rep. Peterson)

— Passed House Agriculture Committee on February 12

— Strengthens regulation of traditional commodities as well as
financial derivatives

— Does not mandate aggregate position limits across markets

— Concurrently referred to House Financial Services Committee

« Senator Harkin has Introduced S. 272, the Derivatives Trading
Integrity Act of 2009

20
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Lower Prices Do Not Alleviate Need for U.S. Energy Policy

v' Budgets and Balance of Trade v' Environmental Protection
v" Economic Growth: Jobs v Price Volatility
v' Energy Security v Productivity

The transformation of our air traffic

control system from radar-based to v '
satellite-pased navigation, along l &A

with the development of alternative Consumer Energy Alliance
jet fuels, offers aviation a golden

opportunity to enhance U.S. energy

efficiency and competitiveness

while yielding tangible
environmental benefits and
creating tens of thousands of jobs.

AIR TRANSPORT ASSOCIATION
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