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AAPA Association of Asia Pacific Airlines

L

AIRNEWTZLALAND * Regional trade association
® Current members include 17 major
international airlines based in Asia
Pacific
®* Open to all scheduled international
EVA AIR . airlines based in Asia Pacific region

BREEMmEE & /
e Committed to promoting sustainable

growth of the aviation industry serving
both passenger and freight needs

* Permanent secretariat headquartered in
Kuala Lumpur, Malaysia

* Representation in Washington and
Brussels

always open to new members



AAPA global traffic share

Passenger Cargo
Revenue Passenger Kilometres Freight Tonne Kilometres
Scheduled Systemwide Scheduled Systemwide

AACO 4%

AACO 5%
ALTA 2%

ALTA 4%

AEA 19% AEA 22%

AFRAA 2%
AFRAA 1%

Others 9%

Others 19% ATA 23%

ATA 28%

PR China 6%

AAPA 32%

PR China 6%

Data: 2006 Source: IATA, AAPA and various



Aviation: contributing to social development

- Air travel delivers global mobility
supporting trade, tourism and the
wider economy

- 2,200 million passengers p.a.
- Outstanding safety record

- Air cargo carries 35% of global trade
by value

- Benefits both rich and poor nations

Source: ATAG



Aviation IS under attack

Media headlines:

“There is no technological answer for the
emissions from aviation.”

“If we really want to live sustainably we are going
to have to accept the knocks and give up things
like flying. In the end they are unsustainable.”

“It is only a matter of time before the pressure to
take global warming more seriously results in
significantly higher taxes on air travel.”

“Cheap travel comes at a price ... green taxes will
Inevitably bring this era of mass tourism to an
end.”

Such sentiments are driving the political agenda

Source: UK media reports



Implications for the air cargo industry

* Environmental impact of aviation
* Noise
* Local Air Quality
®* Emissions & Climate Change

* Regulatory policy measures
®* Technical Standards
* Taxes and Charges
®* Emissions Trading Schemes

® Customer requirements
* Environmental standards
* Performance reporting

The challenge is how best to engage In the
public policy debate



AlIr freight phobia: myth or reality?

The fallacy of food miles is that it only looks at one
element in the whole production and distribution pr ocess.
To make sensible choices we have to look at the ent  ire
process. In most cases the transport contribution i s not
the deciding factor. The challenge is educating

consumers and communicating the real story.

Aviation must be seen making a



AlIr freight fears: “green” taxes

The UK has proposed replacing its Airline Passenger
Duty (APD) with an Aviation Duty (AD) scheme

AD would include air cargo, for both belly cargo and pure
freighters, on a weight basis

It would apply to both outbound and transit cargo

The impact could be severe, representing a 25%
Increase in freight rates

Threatens to completely undermine the competitiveness
of the UK airfreight industry

Would drastically distort the market in favour of road
transfers to alternative hub airports and operators
outside the UK

Funds all go to the UK treasury,
no direct environmental benefit



Aviation & Climate Change



Sources of emissions by industry sector

Air Travel 1.6%




Global emissions growth

Aviation is only a minor contributor to global
CO2 emissions, but our relative share will grow

Global CO 2 emissions
“business as usual”

Global CO 2 emissions
reducing to 550ppm

Airline CO 2 emissions

Source: UN IPCC, ICAO



Technology, operations, infrastructure are
certainly part of the solution ...
® Continuous improvements in fuel efficiency of ~2% p.a.
* Investing in modern aircraft and engine technologies
* QOperational efficiency improvements

* More efficient airspace management
* Researching alternative synthetics and biofuels

Aviation fuel efficiency
Targeting further 25% improvement by 2020

Source: IATA



Aviation emissions growth

Four pillars: technology, operations,
Infrastructure, economic measures

Growth Traffic 5% p.a.

Operalions Emissions 3% p.a.

Economic measures, including offsetting
and open emissions trading, could represent

2 the most cost-effective approach to
mitigating aviation’s environmental impact

“carbon-neutral aviation" target Y

Time



Economic measures

* Voluntary Offsets
* Informal emissions trading
® Limited take-up by individuals
® Businesses more willing, but take the credit themselves
* Taxes
* Arbitrary and discriminatory
®* No assurance that funds will be directed towards achieving
environmental objectives
®* Emissions Trading
* Market-driven cost of carbon

®* Directs funds to those areas where emissions reductions can
be achieved at lowest cost

Aviation must be seen making a wider
contribution to global efforts to address the
challenge of climate change



Economic measures

Putting a price on carbon
Cost of carbon =

Fuel cost + [taxes / emissions charges / offsets]

1 1

With crude oil at $65 per Additional cost to reflect the
barrel, the fuel cost alone externality impact of CO 2
represents a carbon cost of emissions, current indicative
$200 per tonne of CO 2 pricing $25 per tonne of CO 2

The fuel cost alone provides every incentive to
strive for fuel efficiency within___ the industry

The benefit of emissions trading comes from
the application of funds outside __ the industry




AlIr cargo: estimated carbon footprint

®* Global aviation emissions ~ 650 million tonnes CO2
annually

* Air cargo accounts for up to 20% of this figure, say 120
million tonnes CO2

* Potential carbon emissions cost US$ 3 billion*
By way of comparison:

* Air cargo industry revenues US$55 billion
* Air cargo industry fuel bill US$25 billion
Such additional costs only bearable if applied in a

non-discriminatory way and subject to international
agreements, preferably reached through ICAO

* Indicative carbon price US$25 per tonne CO2  November 2008



Aviation & Climate Change

Complexity of the political framework in which
climate change policy is being developed

Kyoto Protocol Annex 1 Non-Annex 1 USA
UNFCCC Developed Developing Non-signatory

Domestic Included in
. . No targets No targets
aviation national targets
Interr_lat_lonal Awaiting ICAO recommendations
aviation
ICAO through GIACC

Political inertia: governments are reluctant to com promise on
aviation at a time when the global climate change p  olicy debate
remains unresolved



EU ETS: key design parameters

Most contentious issue Is the extra-territorial
scope: impact on non-EU international flights



US : debating emissions reductions

Boxer-Lieberman-Warner Climate Security Act (draft)
2012: cap US GHG emissions at 2% below 2005 levels
2020: 15% reduction back to 1990 baseline
2050: 60% reduction



Aviation — planning for sustainable growth

* Aviation makes a positive contribution to human
development

* Nevertheless, aviation must be seen to be paying for its
environmental impact, and make a wider contribution to
global efforts to address the challenge of climate change

® Strategic planning for the air transport industry must factor
In likely increases in the cost of carbon-based fuels,
Inclusive of emissions charges, and the potential impact on
projected growth rates

* As a globally competitive, energy-intensive industry, we
would prefer a globally harmonised, sector-specific
approach to international aviation emissions under ICAO

Governments set the climate change policy framework ,
but strong industry leadership could help to overco me
political inertia and move in the right direction
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