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e Industry Status

« Traditional Business Model and Proposed Change
e Value Proposition

e Partnership Structure

« Essential Technologies

 Non-MRO Partnerships

« MRO Partnership Limitations

e Conclusion




A C* A Industry Status
LS niThres The Challenges Remain

Industry Airline Needs Partnership Option
Issues

Develop industry

. wide inventory
Fuel Cost Capital for / solutions
Fuel Saving
Investments

Global solutions provide
Nominal economies of scale
Profits Ongoing cost

reductions |  ——M

Use of e-commerce

Limited

Liquidity R UEIEES \ Outsource non-core
activities to experts
Planning Focus on core
. business, of flying . :
' lective stretegi
Horizon passengers Selective stretegic

Disconnect partnering complements
competitive bids

Continued Align business
Growth interests
of LCCs

Collaborate to imporve
airline/supplier interface
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Airlines
* Reduced industry investment in maintenance infrastructure
 Reduced investment in spares
 Reduced maintenance costs

* Reduced unplanned maintenance events - increase equipment
utilization

* Reduces investment in human capital

Manufacturers
» Increase and stabilize profits through sale of services
* Reduced manufacturing costs through improved planning

MROs
« Improved use of manpower and facilities
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Historical and Future Airline Models

Historical

OEMs

Multiple Business Poor Profits

Needs

Airline

Logistics
Provider

* OEMs sell aircraft, spare engines, parts and

tooling

» Airline raises capital to fund investment in aircraft
& related infrastructure

» Airline responsible for repair and overhaul,
replenishment and shipment of all parts

g S

Future
Focus on
Core Business
Passenger Revenues o
— Airline Improved Profits

Strategic Partnership

Logistics
Provider

* Product tailored to meet airline requirements

* Airline meets needs under a long term service
agreement

* All stakeholders shares in the reduced costs
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Partnership Structure

$ Flying
Hours
Strategic $ R
“eei—f Manufacturing Parts Suppliers
$ 9@‘/‘%/
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Maintenance Maintenance
Diagnostics




A GA Partnering Requirementj
Tt Proper Mind Set & Multiple Technoloqgie

Program
Management

AN Customer
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Other Partnering Possibilities

 Fuel Management (Fuel accounts for ~30+% airline revenues)

* Labor (Labor ~30% revenues)
— Profit sharing rather than ownership?

« Aircraft Supplier (Ownership ~10% of revenues)
— OEM or Leasing Company
— Flexible seats by the hour

 |IT Services
e Airports or Local Communities

« On Board Revenue
— Advertising / Movies / Phone Service / Catalogue Sales

o Customers (Corporations)

» Associated Products (Care Hire, Hotels)
 Environmental Issues

« LCCs have laid a trail for many of the above
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 Greatest Potential, New Aircraft Models

Maintenance -- Planned management of life cycle costs
Inventory Size -- Managed growth

Facilities -- Staged additions

Manufacturing -- Avoid unnecessary production swings

 Least Potential, Older Aircraft Models

Disparate interests make implementation difficult
Maintenance -- Limited but significant

Inventory -- Manage acquisition from existing inventories, scrapped
aircraft, and new production

Facilities -- Limited potential savings
Manufacturing -- Limited savings
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» High fuel prices and resulting profit squeeze could be the
Impetus to start partnering
« A growing number of OEMs recognize the value of partnering
and its potential
— Boeing GoldCare™
— GE OnPointSM
— R-R TotalCare™ |

— Airbus’ Air+
* It would be a shame if the industry failed to harness the cost-
saving potential of this concept for all new generation aircraft




