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WEIGHTED AVERAGE FUEL PRICE BY AIRLINE TOTAL CASH ON HAND FOR SELECTED U.S. AIRLINES
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Table 3
U.S. AIRLINES CEASING OPERATIONS IN 2007 AND 2008

U.S. airline Airport base Ceased operations
MAXjet Airways Washington Dulles International December 25, 2007
Big Sky Airlines  Billings Logan International March 7, 2008
Aloha Airlines Honolulu Iternational March 31, 2008
ATA Airlines Indianapolis International April 3, 1008
Skybus Airlines  Port Columbus International April 5, 2008
Eos Airlines New York John F. Kennedy International April 27, 2008
Champion Air ~ Minneapolis-St. Ralnternational May 31, 2008
Air Midwest Kansas City International June 30, 2008

Note: Frontier and Sun Country airlines led for Chapter 11 bankruptcy protection on April 11, 2008 and
October 6, 2008, respectively.
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Table 4
PLANNED AIRCRAFT RETIREMENTS IN 2008 AND 2009

2 @ ot
Aircraft type w\e‘\é w‘\‘-\\\e‘\ “e\\?* \é&\\‘e \\g(‘\\«e “sv'\““ﬂs \“{\\é Total
Narrowbody
A300/A320 10 = = - - 4 - 14
B-737-300/500 = 67 = = = 6 100 173
B-757 = = 5 = 14 = = 19
B-767 - - 5 - - - - 5
DC-9 - = - = 33 - = 33
MD 80 30 = 5 = - - - 35
Widebody
A320-300 = - = = = 2 - 2
B-747 = - - - - = 6 6
Regional jets 37 64 100 4 - - - 205
Turboprops 26 — = - - - - 26
Total 103 131 115 4 47 12 106 518

Note: Includes 10 aircraft that are being returned under leases or capacity purchase arrangements.
Sources: Individual airline filings with the U.S. Securities and Exchange Commission and press releases.

filed for Chapter 11 bankruptcy protection
to avoid efforts by its credit card proces-
sor to substantially increase the holdback
of customer receipts, which threatened its
liquidity. In September 2008, United Air-
lines announced an amendment to its co-
branded card marketing services and credit
card processing agreements that increased
its liquidity by $1.2 billion. As shown on
Figure 5, U.S. airlines increased their cash
on hand in 2008, reflecting the conversion
of short-term investments into cash, the sale
of aircraft, the return of leased aircraft, and
the rescheduling of aircraft orders, which
require large cash outlays.

AIRCRAFT RETIREMENTS

A number of airlines announced the retire-
ment of fuel inefficient aircraft as part of
their capacity reduction plans. For exam-
ple, United Airlines plans to retire at least
30 of its oldest B-737 aircraft in the fourth
quarter of 2008, primarily B-737-500s but
possibly B-737-300s as well. Continental

Airlines plans to retire its B-737-300 and
B-737-500 aircraft in 2008 and 2009 and
remove a number of leased B-737-300s
from its fleet when leases begin expiring in
September 2008. Delta Air Lines intends
to remove 15 to 20 mainline aircraft out

of its fleet by the end of 2008, including
MD 80, B-757, and B-767-300 aircraft. A
recent report by JP Morgan and a review of
individual airline filings with the U.S. Se-
curities and Exchange Commission indicate
that more than 500 aircraft will be retired
in 2008 and 2009, as shown in Table 4.

LOOKING FORWARD TO
2009

There are many views on the outlook for
2009. A recent JP Morgan report noted
that jet fuel prices may be lower in 2009
than in 2008 and that the industry could
potentially have a strong year, assuming
that fuel prices are lower, airline capacity
reductions are implemented, and additional
revenue is generated from new fees, such

JACOBS

CONSULTANCY

as checked baggage fees. Other scenarios
are less optimistic but much depends on oil
prices, the slowdown in economic activity,
the current crisis facing national and world
financial markets, and the impact of all of
these factors on disposable income and the
propensity to travel. As of October 31,
2008, the number of scheduled departing
seats at U.S. airports is expected to decrease
9.2% in the first quarter of 2009 compared
with the first quarter of 2008, as shown in
Table 1. A profitable 2009 for the airline
industry could have both positive and
negative implications for airports. On the
one hand, a profitable airline industry will
be more financially viable and poised to
order new fuel efficient aircraft and support
airport capital improvement programs. On
the other hand, a profitable airline industry
is likely to be the product of significant
capacity reductions and increases in airfares
and a la carte fees, which may reduce pas-
senger traffic and revenues at many airports.
The challenge for airport operators is to
evaluate and anticipate how the changes
that the airlines are making today may af-
fect their airport operations in the future. m

“By and large carriers have found that they have
greater leverage to reduce service than to raise
air fares.”

John Heimlich, Chief Economist, Air Transport
Association, The Wall Street Journal, October 13, 2008

JACOBS CONSULTANCY has offices in Chicago, Cincinnati, Dallas, London, Ottawa, the San Francisco area, and the Washington, D.C. area. For
over 60 years, we have assisted our clients in achieving their vision and goals. We have extensive practical experience in all disciplines necessary for the

planning and management of airports, including airfield and airspace analyses, airport management and operation, commercial and concession planning,

forecasting and economics, facilities planning and design, federal funding and policy development, financial analysis and planning, financial feasibility and

reporting, ground transportation planning, air quality analysis, noise and other environmental analyses, privatization, parking planning and analysis, rental
car facility development and business planning, security planning and implementation, and simulation and operational analyses.

Please contact any of the
Jollowing individuals for
additional information:

San Francisco area office:

555 Airport Boulevard, Suite 300
Burlingame, California 94010
Telephone: (650) 579-7722

Fax: (650) 343-5220

Copyright © 2008 Jacobs Consultancy—All Rights Reserved.

Mark Lunsford, Managing Director
mark.lunsford@jacobs-consultancy.com
Justin Powell, Director
justin.powell@jacobs-consultancy.com

Washington, D.C. area office:

14900 Conference Center Drive, Suite 275
Chantilly, Virginia 20151

Telephone: (703) 961-9000

Fax: (703) 961-9318

Linda Perry, Practice Area Leader, Forecasting and Economics
linda.perry@jacobs-consultancy.com

Warren Adams, Director
warren.adams@jacobs-consultancy.com

www.jacobs-consultancy.com
E-mail: inquiry@jacobs-consultancy.com

MKTG546.indd



