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¢) PMA/DER Market size and trends
© Some research feedback

¢ Taking Waste out of the System

» Commercial incentives
» Duplicate effort
» Robust Solutions

» Do what you do best

€ Summary

€) Questions & Answers



A Growing Market... But
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2016 OEM New Material Demand vs. Alternatives

PMA ($0.62B)

~$14.38 /

$3.9B Surplus

OEM Manual
$7.8B Repairs

Alternatives

DER Repairs

OEM new

Source: ICF
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Market Dynamics:

» Continued growth in value and volume
» Lessor restrictions on engine market
» Aircraft OEMs restraining data release

Specific areas of interest:

» PMA candidates for routine maintenance

» PMA for cabin refurbishment

» Growth in DER metallic & composite
repair design

How to find areas for profitable development that give added value to our Airline community?
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Startwiththet r ue cust omer s

On any flight length, the majority of
passengers prefer to have the option of

Q@ 544 U 34% Yiices onboura
o - (W
A 1. Choice
| They are happy to pay more for a direct flight, ‘
but éal so want | ow cost, possi bl

2. Value for money :
They don't want to feel ri pped
They are prepared to pay more for an overall good deal

3. Reliability
Efficient operations with on-time performance is key.

@ ovo -

4. Positive and creative customer service

of passengers expect

ditiona IFE the next Nothing worse than an airline that doesn't care

5-10 years

preter to choose
an airline

that offers
in-flight Wi-Fi

Source: Inmarsat/aviation 2016

With this in mind, some research... And then some suggestions -
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Market Choice

Wh at consoli dati on over t
Where do you see it in 5 years from now?

» The biggest players continue to grow through
acqui sitione
But new companies are springing¢
And there is room for specialist niche players

» Acquisitions are often related to broader service

offerings
The Airlines favour broader solutions to simplify procurement

» No shift foreseen in this trend over the next 5 years

PMA will remain small, but is a useful tool and profitable ;
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The engine business was aggressively defended
by the OEMs. Was this justified? Could the trend
be reversed, or will it expand?

»The way 1t was described to
The OEMs saw a rising trend of Flight Hour services, and captured the
component repair business, including piece parts, as a result, which
eliminates the PMA option

»I n additione
A single fleet will have multiple lessors. The complexity of getting
agreement across all contracts makes PMA a difficult option.

»The trend, therefore, 1Is unlik
Weaker OEMs cause extreme customer irritation, and are still a good
target, provided it does not conflict with operating lease terms.
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What families of parts show PMA promise for
the future and why?

»Current strategies 1 nvol\
A Specialist engine and airframe components,
A The full range of piece parts for MRO of specific LRUs
A Multiple cabin interior items

»Avoi ding war with the Dbi
A Achieving a broader range of parts in agreement with
the OEM may be a way forward
A OEM selection is key (to partner with, or compete)

»NewTechnol ogy shoul d be
A The ability to scan and digitally map a cabin interior for
example
A And 3D printed solutions

Technology is not about to deliver a revolution in PMA capability 8
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How can the industry best control excessive
spares pricing?

» The aircraft and engine manufacturers have to
concentrate their efforts o
Smaller, more innovative and agile players can be an
effective solution, butée

They must be driven to ensure that outsource solutions
deliver improved pricing and service quality.

"The Airline Communit y as a \
over the manufacturers to drive efficient solutions.
The Airbus Supplier Support Conditions are an excellent
example

>Simply running RFPs every 18 months is not enough

Coordinated commercial leverage is required 9



