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Competition Law Guidelines

adFollow the Agenda

21iDo not discuss
®Pricing including fares, service charges
& Commissions
©Bids on contracts
©Allocation of customers
© Geographic/Product market allocations and marketing plans
& Group boycotts
©Your relations with agents, airlines or other third parties

®Any discussions aimed at influencing independent business decision of
competitors PN
2All discussions count, even informal ones IATA



Introduction

Context

« Traffic collapsed in 2020: region heavily affected with 69% drop in
passenger demand in Africa

« Strongimpact on all levels of the jet fuel supply chain

« Still a very challenging outlook in 2021 but some markets are expected
to openupin H2

 Timely to address which steps can be taken to prepare for the fuel
supply chain return to service

Practical information

« Participative session: ask your questions in the chat, vote through polls
« Slides will be distributed

* You will be available to download IATA guidance materials



Impacts across all the fuel supply chain
Challenges to all participants in the value chain

Sourcing Pre-Airfield Transport to Airport Into Plane
Infrastructure Airport Storage

Product yields, Off-airport Pipelinesand  On-airport storage, = Equipment and
floating storage storage facilities ground hydrants manpower
transport
volumes
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Poll Question:

What is your biggest concern regarding Fuel when restarting flights

in alocation?
1.  Quality

2. Supply

3. Costs

4. 71, 2and 3

o Reliable,
Quality jet

on-time

fuel Supply

“»‘“ﬁ?a
"h.

21 May 2021 IATA



Adopting best
practices for
quality jet fuel
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Facilitator

Mark Vaughan

Head Technical Fuel Services, IATA
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Poll guestion

Quality jet

fuel

What needs to be done when an aircraft is being brought back into service
after having been parked for a long period of time?

Check for microbiological contamination in the fuel tanks
Service aircraft in accordance with the Aircraft Maintenance Manual

Ensure that the fuel being uplifted is on specification and fit for purpose
Both 7 and 2

1, 2and 3

G AN W N~



On-airport equipment maintenance (JIG)

At the start of the pandemic fuel facilities were operating at
greatly reduced capacity

The Joint Inspection Group (JIG) issued Bulletins 128 “Placing
equipbment into care as part of pandemic response’. Topics
listed below were addressed.:

~ueling Facilities

~ueling Equipment

Hydrant systems usage and maintenance

Keeping fueling staff current

We have included a copy of JIG Bulletins 128 pusiic documents)

>0

1A



Microbiological Contamination

» Step1 Remove waterthough regular slumping

» Step 2 Test for microbial contamination using a test kit

» Step 3 Eliminate/Treatusing biocide and or tank cleaning

LD

12 IATA



IFQP Inspections

« Regulators require airlines to have oversight over fuel uplifted

« Airlines established the IATA Fuel Quality Pool (IFQP) to share the load of
Inspection requirements

* During the pandemic IFQP put measures in place to continue ensuring
safety where physical inspections could not take place through:

Desktop Inspections
Keeping inspector's current though virtual training
Reallocating inspections to inspectors in the country where they live

IFQP is looking at a risk-based approach to prioritizing the eliminating of

backlogs once free travel is allowed ==
13 IATA



Update on filtration

Fuel Filtration that can be used for into pléne fueling
* Filter Water Separators

* Dirt Defense in conjunction with Electronic Water Sensors (suietin 130
included)

* Filter Monitors (SAP based filtration). JIG Bulletin 105 shall be
Implemented when using FM (copy inciuded)

« Additional drop in filer technology is being trialed now (Water Barrier)

Background documentation to why FM are being replaced

IATA Super-absorbent Polymer (SAP) Special Interest Group — Data

Aanh
summary and proposed roadmap (copy includead) %‘\«;'_7



uidance materials

Operations Bulletin JIG

Operations Bulletin IG

Jigoniine.com
BulletinNo 128 Piacing equipment into care as part of pandemic response 25 Mar 20
Guidance for a5 part of € ’ response - Valid for 3 months

Background

G recognises that the COVID-19 outbreak may affect Members” abilities to carry out their routine

operations and maintenance tasks due to reduced traffic & throughput levels as well as staffing
ctions caused by Hiness, 5

iation or for business reasons. This Bulletin seeks to e
guidance for users of JIG standards in managing operations under these conditions but also to
prepare for a retumn to normal service levels when activity begins &

Guidance is provided to operations where there is either limited or zero airfield operations, for
« Maintaining Operations (even i at reduced level), or
«  Decommissioning and Recommissioning of equipment where necessary

Operating sites are advised to follow company guidelines and local legisiation, in addition to

following recommendations inchided in this Bulletin. JIG will continue to monitor the situation and

update the advice as necessary but at least quarterly. Discussions are underway with other industry
to ensure a coordinated approach

Management of Change (MOC)

Operators who have been impacted by the pandemic, are expected to activate their B
Continuity Plans (8CPs). All operators shall apply their MOC process throughout this period of
hange to foutine operations. By assessing the impact and potential duration of changes, operators
can effectively pian for, and ef

ely communicate changes to mitigate against incidents.

The overriding principle in refation to change actions in response to the pandemic shall be the
protection of people. Consideration shallfirst be given to minimising activity that could resultin the
spread of the virus. Minimising work that involves direct contact between individuals and adopting
approaches to remote working where safe to do 5o shall be implemented

Recommendations
Operators shall assess th

operation: equipment o fox
should be temporarily removed from service. A location should identify a minimum level of staffing
/ competence / compli

s ata reduced state
Wihen safe fuelling and delivery of on specification fuel can no longer be achieved, sirport
authorities and airline operators shall be notified.

eeds and identify ifall o part of the

nt equipment / capability to run the operation to JIG standards, even if this

The principle of action taken should be based on the following priorities:
Option 1 - Maintain all equipment in operational mode, where there are no changes in on-site
staffing levels, in

e with reduced activity to minimise potential risk of virus spread.
Option 2 - Where option 1 15 not possible, establish a plan to decommission part of the site
equipment and facilities that are not needed for the current reduced operation and focus

Endorscd by IATA WY TchviclFod Group 1

igoni
Bulletin No 130 Introducing Dirt Defenca Fltration in the JIG Standards 20" August 2020
Summary

“This 115 Builetin introduces Dirt Defence Filtration (DOF] in conjunction with Electronic Water Sensor (EWS)
technology into the JiG Standarcs, to supplement the fitration technoiogies curently accepted by JIG.

listed below in accordance with the procedures stipulated i this document, which form part of the current
JIG standarcs with Immeciate effect

Baderouwnd
‘The auiation industry has worked :mnuws\v over the past several years to develop and evaluats new

configuraton changes [dkop-in replacamont claments). Tha uitimata objecte remaie. nchangad: (©
siminate S aced hauon rom 3 adaon uel Fanding Sppcatons o the e xptaned in 1G
Bulletin 105 and the documents referenced thersi

s iy prgrarne s sn s by G, ATAandt MA - h ko ey Fiation Fld
Trial . The
scope of this joint field velion sharmt s only ehmoloey shat b soeensiy <m¢m b

JIG through reguiar et
Newsistters since the onset of the programms.

The field evaluation process that was followed for the combination of the Dit Defence Filters (DOF) -
Electronic Water Sensor (EWS) shown in the tabie below has been completed. The review of the field

eems were et they prevent it s fre vt from st the s, e durtle n mobie

e it ndusry group s recommended the dopecn o the wested combinasonsied beon e
JIPL Technical

Based on this recommendation, the DDF and EWS combinations listed below are adopted into JIG

ﬁuf,'&mn ype FAUDI
2" Model: DDO2 202
vttt 1555 25 ed.

et 11553 P

Blactronic Watar Sensar (EWS) Modsl: AFGUARD
conforming to E1 1558 2+ ed. Firmuare Version: 01.19 or newer
Note: Users of JIG standards are reminded that JG o5 not iszus Squipment or material spprovals It s the scle

responsitily of wser companics to decide whether the cquipment iz acceptable for ther use, suitable for their

= rechnical uel Grou
endorsed by ara BT Technical Fuel Group 1

JIG Bulletin 128

JIG Bulletin 130

Operations Bulletin JIG

iigeniine.com

Bulletin 105 Filter Monitors. 11Dec 2017

By coumiozsing, ardaring, using -

Use of s tullctn aad the information within & s gowermed by the terms sct out below and the temms eppeoring ot

warrarty
o quarantes, whather express o implied 0 ony perion, tha the iforation i ua-e-dacs, accuree, apprapeate, comples, es from aror o
compiiance withappica bl ow arc rgulations

epproprioes prefessionslasice.

ona of 16, s M.
for any o or damoga, whethar i contrac. tot incuing ogiigence). rooch of sty LY. or otharui whatsoewe, ove i the Fisk was
g, -

Endorsedby T4 Y Techmical FuclGroup an by 24 ;,‘z}.“‘""'"”‘“ putr

‘."

For public dissemination

ray

ene
institute

IATA Super-absorbent Polymer (SAP) Special Interest Group —
Data summary and proposed roadmap.

On 14 November 2017 the IATA SAP Special Interest Group reles ent shown in
Appendo Bkdon s umers o e Ditcnaion of ih the statemant » besed
Group for adoption by

Background
A Specilikaroe Group wes setsblehed i he Mey 2014 IATA Avision Fuel Forum to ivestste
r there was a comslation it control unit (FCU) andior hydro-mechanical unt
{HMU) operabdty emuce end e presemce o soper abacebem pomer (SAP) a1 Getomine
Wwhether there was a causal ink

Parscipants in the group airframe and engine OEMs.
{Arbus. Bosny GE. Honeywel. Prai & Wnney. Roke-Royce), avietn el ar manicirers
(FAUD! Aviion, PECOF scet, Parher Vescony sikien (ke American Airines, Austrian
Aifines, Bribsh Al Ockn A Lies, KLk Luvaas, Swis wermarl, Trarmson Airways,

South Affican Airways, United Airines) arine 53s0ciatons (444, IATA) and the Energy instiute
(inchuding representatives from Shell Aviation, Shell Global Sokuoos and VITOL)

Data summary — aircraft events.

The Shecil inkereat Group hee been made evers of it shrcrat even where SAP hes been

confimed by those iny 32 having been the of operabity issues for the aircraft
Cperatr Octal af e ovens e shomr i Tae 1

Table 1: Aircraft events

Bate Beparture | Awrcrahl | Engine type | issue.
L v_| type
May 2017 | Rangoon (RGN) | 787 | RB21T- Tares of uncommanaed Bruat varaons.
sates Taied starts and long shudown Smes 00 one

Tow 2018 | Ohaka (DAC) [ B777 | GEGG-11E8 | Avoried tabe-of Gus 1o ENG FAR message.
ang high viration

Bes 018 | Lages 0%) | A336 | Tni700 | Engre surge snd enga pressire o
futuatons i

W 0T | L3gerL05) [ A0 [ TRITO0 | Engee anomabes and Sien faled wa and
Gurng standard pre-start checks on the.
ound

P
C207 | Bogeia (B0G) | IxANI0 [T 700 | Treee arerad rmpacied Each sxparenced

0 ot e ety ke

“during stancard pee-stant ne

ey
WaT0W | Foraooun A0 | TRRIT00 | Engee anomabes and faked sr Found Guing
stangard pre

ievcy
Dec 2010 |Lisbon(LIS) | B777 | GEGGGIE | One angine sustaned heavy damage i fight
(hgh viraton dumng camb) and was
vty

The sivte angine (o same aircraf) svo

JIG Bulletin 105

[Rer250 I Surabor [A330 [ Treri 700 | Dust engine loss of svust contror

*Special Interest Group ants have been Involved in reviewing some of e ground handing

faciiies at the locations ciled in Table 1. In only cne case could the cause of SAP migration from

fiter be expiained. At all other locations it was not possible to ientity any
an g

SAP SIG Summary Roadmap

Aanh
[ ]

21 May 2021


http://www.jigonline.com/wp-content/uploads/2020/03/Bulletin-128-Placing-equipment-into-care-as-part-of-pandemic-response-25Mar201.pdf
http://www.jigonline.com/wp-content/uploads/2020/08/Bulletin-130-DDF-and-EWS-in-JIG.pdf
http://www.jigonline.com/wp-content/uploads/2017/12/Bulletin-105-Filter-Monitors-FINAL-11Dec17.pdf
http://www.jigonline.com/wp-content/uploads/2017/12/IATA_SAP_Special_Interest_Group_data_summary_and_roadmap.pdf




Contributing to
a reliable, on-
time supply of
fuel
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Facilitator

Marine Sailhen-Brown

Manager Commercial Fuel, IATA
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Poll guestion

Reliable, on-

time supply

Do you feel that regular communication between fuel supplier
and airline has been lacking in some locations?

1. YES
2. NO

“A“ﬁﬁ
"il.

19 21 May 2021 IATA



Presentation outline

1. Challenges faced by the fuel value chain during Restart
2. Industry Guidance

3. Highlights for Africa

4, Next steps

5. Q&A

20 IATA



Challenges faced by the fuel value chain
during restart

Flight

schedule
changes

Adequacy

Forecasting
of fuel supply

demand

Equipment
serviceability
Manpower Ramp—up
availability lead times

;"h-.4

IA



Industry Guidance
for return to service

IATA



Information Sharing #1: AIRLINE TO SUPPLIER/ITP

e 1.Flight schedule e Toinformonfuelneeds | ¢ During the initial restart | Email from the Airline:
. phase: atleast Tmonth |+ gchedule information:
o 2. Airline's fuel volume |e ForITPS' in advance (i) Days of operation
forecast operational planning (i) Route
e As stability returns in (iii) ETD
the industry: 2to 3 (iv) ETA
months in advance (v) Aircraft type
* Fuel volume forecast
where available




Information Sharing #1: AIRLINE TO SUPPLIER/ITP

e Updates to flight e For operations: e Asandwhenschedule |e Emailfromthe Airline
schedule manpower planning changes are known with updated schedule
and fuel supply and aircraft type
information

e Airportflight
information system for
daily changes




Information Sharing #2: SUPPLIER / ITP TO AIRLINE

WHAT

Supply or manpower
restrictions at
contracted airports

WHY

To enable restart of
supply at required
time

AsS soon as issues
are known or when
requested by airline

Email

25
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Information Sharing #2: SUPPLIER / ITP TO AIRLINE

e Quality compliance |e To be assured of e Whenrequestedby |e Email
and ready for start- fuel quality airlines
up at contracted
airports

26 21 May 2021 IATA



Highlights for Africa

27

Fuel stocks were typically high in
2020, therefore no problem envisaged
In the short term

However, as demand restarts and
picks up in Africa, additional efforts
could be required to ensure reliability

of supply

Key challenge: long nomination lead
time to bring fuel into some countries
that do not have their own refining
capacity.

Airline’s volume forecast

¢ Communication between airlines and suppliers (e.g. provision of
schedule/volume forecast information by airlines to suppliers)
on a reqgular basis has been lacking in some cases. Hence,
adoption of the guidance is highly encouraged. In addition, the
involvement of airline station managers in the exchange of
information is particularly important in the region.

Lead time to ramp-up capacity

*  Currently, the nomination lead time is extensive for some
African countries

- Government schemes (e.g. DAR) — up to 3 months
- Inland import (e.g. LUN) — 2 months

- Coastal import (e.g. CPT) — 1 month

- In country refinery/import mix (e.g. JNB) — 2 months

The industry should obtain information on how long existing
stocks would last and whether there is scope to further stock up
in view of the Ilong nomination period and lobby

government/supplier to shorten the nomination period. i@

_AE
21 May 2021 IATA




Other Information Sources

In addition to the information flow between airlines and fuel supply chain participants, other sources can be
consulted to gain understanding of macroeconomic trends and industry developments and support planning and
forecasting. These sources include, among others:

IATA

Resources OAG A4A & JIG
and Resources

Publications

CAPA Consultancy
Newsletters

Reports

28

21 May 2021


https://www.iata.org/en/publications/economics/
https://www.iatatravelcentre.com/international-travel-document-news/1580226297.htm

Next steps

Guidance available for use by airlines and fuel supply chain participants

Frey
IATA

Best practices for fuel supply

chain return to service
| o u [I Edition1 — August 2020

Download Guidance

Share your Feedback

Available under this link

FuelTeam@iata.orqg

rrrrirer

DY

IATA



https://www.iata.org/en/policy/infrastructure/#tab-4
mailto:FuelTeam@iata.org




Promoting a
competitive and
favorable cost
environment for
the restart
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Fuel represents one of the biggest direct cost
items for airlines

249%

of airlines’

188 $Bn

Industry Fuel Bill
(2019)*

operating costs
(2019)*




Airlines’ cost structure
Fuel is at least /4 of operating costs

Other operating

Depreciation _Insurance
costs I

\

Passenger Rent

- services )

e Station costs

costs

User charges
) ODQrictjilrtllg Zi'stsj MRO
51% of total

operating

costs Sales and

marketing

Fuel Administrative

costs

Crew

Source: IATA Economics using information from WATS and Economic Performance of the Airline Industry, end 2019

Fixed costs
+

Semi-fixed
costs
+

Crew

49% of total
operating
costs

DY
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Higher fuel prices add to airlines’ fragile
financial position

Encouraging ‘V-shaped' economic recovery but fuel is up
Higher fuel prices add to challenge of making restart cash positive

Global industrial production and jet fuel prices

130 - - 90
128 - 30
Global

126 1 industrial 20
o 124 - production
= D
n 122 - 60 %
o o]
S 120 - 50 %
[ o
5118 L 40 @
© o
£ 116 -

30

114

112 - 20

110 I I I I I I I I I I I I 10

N
S R S S '
)’b \&\fo \\\’b h) G.DQ) eO )’b
Source: IATA Economics

35 21 May 2021



Crude prices

Brent (BFOE)

Marker Crudes

‘:IW\J i
253 .%
i S/
i \. +




Components of Fuel Costs - Price

Main Factors

a) World Jet Fuel Demand (Economy) d) Supply from Non-OPEC-Countries
b) Fuel Supply situation e) Political situation (regional stability, war)
c) OPEC-Policy and (OPEC discipline) f) External factors (weather, accident, strike)

Brent crude price

Nov ’14 Nov ’16 June ’17
Pump at will Cuts agreed Focus turns to
o ;

A

\\ exports to U.S.

Jan ’16
Cut talks
begin

\

2014 2015 _ 2017 2018

Trump signals
U.S. to quit

Source: Bloomberg | deal
ran adea - 20

Source: Bloomberg



Oil products - pricing

Prices are reported by reporting agencies:

- 1900:
- 1923:
- 1970:

- 1980s:

Petroleum Review
Platt’s daily

Argus

Oil Futures Exchange

GET FREE NEWSLETTER

- Y

| BUY & SELL OIL & GAS PRODUCTS WITH

CONFIDENCE

OPIS (0il Price Information Service) delivers pi nd analysls you can trust across the
entire fuel chain - in real time, worldwide. Lea

CONTACT US FIND A PRODUCT

= Latest Ol Energy & Metals . X
<« CcC @ ORON"] spglobal.co v R +4 o =
B One ot ; ot

S&P Global
Platts

Commodities Products & Services Methodology Market Insights Events Q

ABOUT SPECIAL REPORT OIL MARKETS PODCAST

S&P Global Platts is
aleading provider of
energy and
commodities
information

Blockchain for Refiners announce
commodities: first details of new
Trading 0.5% sulfur bunker
opportunitiesina fuels
digital age s

DOWNLOAD >

Source: Platts “website



Jet Price & self supply

Self supply tries to go back the supply chain as far as possible

Oil Co margin

(not published, aprox 1%)
Taxes & Fees (1,5%)
Logistic & Fueling Service I

(ca. 3%) Crude ::> Refinery

B
i |

. [

T HE

W \

N
—~
Self supply start
Jet Al Price
e =i Cel ) =iy |
|:> f == .!@:;;é!!
Bulk Terminal :> Into Plane

DY
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Price Components

published refinery price,

Other negotiation elements:

Type of Price Share Price component Negotiation/Influence
Price based on 79% Spot market quotation + Choice of quotation
: : Mai t
spot market quotation @ane-ﬂﬁe@ aih componen
of negotiation
Optimize tax policy &
Fees & Taxes pressure on fees through
lobbying
Monopoly Price 9% Price of monopolist \
(promised to be
correlated with market) Negotiate discount
> or lobby for market
Governmental Price 8% Price set by government related price
Ex Refinery Price 4% Price based on building

Terms of Payment, Duty Drawback (in USA), Penalties, Terms of Termination/Extension,...




Transparent
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Jet Fuel Pricing

Working towards the implementation of competitive and
transparent jet fuel prices that follow the market

IATA strongly supports market-based pricing at airports across
the world with emphasis on the following principles:

- The price build-up should be the result of a transparent,
internationally accepted formula made up of 3 main
components:

1. Price assessment from a Price Reporting Agencies
PRAS)

2. Transportation / Supply Logistics costs
3. Supplier's Differential

- The market-based formula price should refer to quotations
best suited for the specific regional coverage (e.g. Arab Gulf
quotations in Africa)

42 21 May 2021

Situation

Fuel is one of airfines largest expenses and has a significant
impact on the viability of ifline operations. Unfortunately,
jetfuslcost Ily higher when g or
state-owned entities set prices that are not based on free
market dynamics or sccepted best practices.

The industry relies onindependent price reporting agencies
(PRAs| to communicate assessments of jet fuel prices
based on supply and demand fundamentals. PRA price
assessments offer a level piaying field to market
participants by preventing arbitrary pricing from finding its
way into commodity prices. However, several countries
continue to set prices with no reference to price
assessments from PRAs, thereby creating economic and
operational distortions locally

The resuliing high jet fuel prices have proven to be
counterproductive to states’ economic development by
hindering aviation growth and industry profitability, and
ultimately driving down revenuss for 3l stakenolders of the
supply chain, including government owned facilities.

There s a critical need for states that have notalready done
S0 to institute market-based pricing and best practice
pricing principles in order to avoid the negative effects of
opaque pricing policies.

IATA position

IATA strongly supports market based pricing at airperts
across the world with emphasis on the following principles:

& The pricing methodology should follow assessments
from recognized PRAS plus sdditional costs of supply
which should be transparently disclosed.

# Hence, the price build-up should be the result of a
transparent formula made up of three main
components:

= Price assessment from a PRA
o Transportation ! Supply Logistics costs.
> Supplier's Differential

& The marketbased formula price shouid refer to
quotations best suited for the specific regional

epted princ
nthe jet fusl markst

coverage feg. Arab Guff quotations in Africa.
Singapore quotations in Asia Pacfic]

*

Jet fuel for international operations should be
exempt from any form of taxation as per Arficle 24 of
the Convention on International Civil Aviation, 1344
[Chicago Convention),ICAO's Policies on Taxes inthe
Figid of International Air Transport [Doc 8632} and as.
detalled in Article 13 of the ICAQ template Air
Services Agreement {ASA) which has become 2
standard provision in bilateral ASAs.

Key reasons for governments to
apply industry best practices in jet
fuel pricing

# Promote a favorable operating cost enviranment for
airlines that will encourage them to develop their
netwark and increase the country's air connectivity

*

Ensure there are no market distortions vis-a-vis
competitive locations caused by abnormally high jet
fuel prices which lead tohigh fuel costand an adverse
impact on aviation growth.

*

Maximize the country's economic development
derived through aviation given that aviation is a
critical catalyst for economic expansion, generating
greater economic ctvity, jobs and income for the
population and the country

*

Allow heme carriers to compste internationally on a
level playing field.

Download Paper



https://www.iata.org/contentassets/4eae6e82b7b948b58370eb6413bd8d88/position-paper---jet-fuel-pricing_28379.pdf

ompetition

Working towards effective competition in the supply
chain:

* Open and competitive markets for fuel supply and into-
plane services should be promoted.

* Any jet fuel supplier or self-supplying airline that meets
the required criteria should be able to supply fuel at any
given airport.

« Suppliers of jet fuel should be free to determine the
source of the supply —local refinery or imported
product.

« Jet fuel prices should follow the market and be formed
on the basis of a transparent, internationally accepted
formula (formula-based pricing).

Y
=2
IATA

Competition in the Jet Fuel Supply
Chain

Situation

There is currently competition to various degrees in the
supply of jet fuel st most large and mid-sized airports.
Hewever, this is not the case in some jurisdictions and at
mostsmaller airports. Even at airports where more than one
supplieris present, a supplier's ability to compete could be
restricted due to several factors including constraints on
the supply chain to the airport. excessive and unjustifisble
fees for the use of on-sirport and off-airport infrastructure,
and the non-availsbilty of an independent into-plane
serviee provider. Experience has shown that open and fair
competition contributes to maintaining a higher quality of
servies, compliance with industry standards, and
competitive rates.

IATA position

IATA supports open markets that result in free and fair
competition in the supply of jet fuel to the airines. This
requires, open access to fuel infrastructure, cost justified
and regulated charges for the recovery of fuel related on-
airport and off-sirpart infrastructure costs, and free and fair
‘competition in the jet fuel handiing activities at the airport.

Reguistors should promote open and competitive markets
in activities where competition generates efficiencies such
as fuel supply and into-plane services.

Suppliers of fuel should only need to pay a transparent and
non-discriminatory set of fees 1o use commen storage
facilites, and where present. common hydrant systems.
Furthermare, to avaid unfair competitve advantages,
venical integration of the fuel farm operator, into-plane
senvice providers, andlor fuel suppliers must be avoided

Open access to fuel faciities should be promoted
througheut the supply chain. The benefits of open acoess of
fuel infrastructure at the airport would not be fully reaiized if
key off-airport fuel faciites including pipefines, road
transport and marine port facilities are not open access. Itis
essential to involve regulatory authorities to ensure that
owners of centralized infrastructure do not create barriers
10 market entry for fuel suppiiers wishing to bring product
into an airport.

el will benefit all stakel
air transpert

Key considerations on competition
in the jet fuel supply chain

# Open and competiive markets in activities where
competition generates efficiencies such as fusl supply
and into-plane services should be promated.

#  Anyjet fuel supplier or self-supplying airiine that meets
the required safety, quality and reliability criteria should
be able to supply fue! at any given sirpart

#  Suppliers of jet fuel should be free to determine the
source of the supply - local refinery or imported
product

# Jetfuel prices should follow the market and be formed
on the basis of a transparent, internaticnally accepted
farmula fformuls-based pricingl.

# The jet fuel delivery systems to airports and at airports
(airport storage to aircraft] as well as storage tanks
should be common use facilities and made available to
allusersand potential usersinan open and transparent
process.

# When siport fuel infrastructure is provided on a
common use basis, it must be considered as essential
facility. Any associated charges must be cost justified
and reasonable, subject to economic regulation where
appropriste, and published to ensure that all users of
the infrastructure pay the same rate.

# Vertical integration of participants in the fuel supply
«chain must be avoided.

Download Paper

(AL“


https://www.iata.org/contentassets/4eae6e82b7b948b58370eb6413bd8d88/position-paper---competition-in-jet-fuel-supply-chain_28382.pdf

Fuel infrastructure fees

Avoiding further increases in fuel infrastructure fees
during the COVID-19 crisis:

Volume drop has led to significant increase in unit cost of
fuel infrastructure at many airports

Such increases make uplifting fuel at some airports in
Africa significantly more expensive and uncompetitive,
which will delay the recovery of flights operations in the
region

Possible measures for fuel infrastructure providers to
avoid or mitigate a fee increase:

« (Cut of defer non-essential costs
« Limit dividends

 Negotiate reduction of rental fee applicable to fuel
facilities
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Fuel Taxes

Seeking relief on taxes applicable to fuel

- |ATA's position is that international exemption must be
maintained on jet fuel used in international travel, in
accordance with ICAQO's long-standing policies on
taxation and ICAO template Air Services Agreement

- To support the airlines through the unprecedented
COVID-19 crisis, IATA has been advocating for financial
relief measures such as:

« Domestic tax reduction and/or deferral
 Postponement or reduction of other government-
imposed fees

- In the effort to reduce CO2 emissions, we will see a
renewed push for the introduction of new fuel taxes

45 21 May 2021
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Tax Exemption on Jet Fuel

Tax exemptions and international aviation

The Chicago Convention, signed in 1844, and subsequent
International agreements to establish the framewark for the
International air transport system to function effectively
have recognized the need to exempt jet fuel from taxation.

The dectsion to exempt jet fuel iz based on the recognibion
by States that the situation of intemational air transport is
unigue In the field of taxation. Unlike other types of
businesses that operate across national borders, airlines
rely on the use of alrcraft that cary and consume large
amounts of fuel between various tax jurisdictions. with a

of these occurring
outside of any tax jurisdiction {Le. over the high seas) or
across multiple jurisdictions.

Governments also recognized that taxstion would act 3s an
obstacle to the development of air transpart, which plays
key role Ininternational cooperation and the development of
nations around the world.

Preserving the key role of aviation for our
societies

The considerations that led States to exempt jet fuel used in
International aviation from taxation are as relevant today as
they were in 1944,

The year 2020 brought an unprecedented challenge to the
airline industry in the form of closed borders, strict travel
restrictions, and public In traved - all
effacts of the devastating COVID-19 pandemic. Passenger
traffic declined by 66% compared with 2018 — eight times
faster than during the 12 months following the 8/11 attacks
— considered to be the most severe aviation crisis prior to
2020.

Alrlines are united with the global effort to stop a virus that
Is ovenwhelming cur healthcare systems and threatening
lives. Airines have repatrigted people to their home
countries and are delivering life-saving vaccines and
medical equipment to the frontlines of the hattle against
COVID-19.

In this crisis, sirines and their partness are focused on
remaining in business, protecting the jobs ofthe 10.2 million
paocple P by aviation, and p g redief for
the countless more that rely on the sector.

The priority for all must be to aveld a long-lasting global
recession and soften the immediate impact on local
Ivelihoods as much as possible. Aviation is a conduit for the
global economy, supporting over 327 trilion in word
economic activity (3.6% of global gross demestic product),
and will be Instrumental in supporting the recovery from the
COVID-19 crisis.

Recent proposals to increase the taxation of air transport,
through taxes on jet fuel or other types of taxes, could not
come at 3 worse time. Such measures would only serve to
further inhibit the movement of people and goods between
regions and undermine the role of aviation, and the global
connectivity It enables, as a catalyst for supporting swift
economic recovery. New or additional taxation would slso
disproportionately  affect those  communities  and
househaolds most severely Impacted by the economic crisis
by reducing accessibllity to affordable alr travel

Taxes and emissions

The taxation of jet fuel Is often presented as a sohtion to
decarbonize air transport. Unfnnunately. this misguided
vision only serves to distract from more sustainable and
affective measures.

Experience shows that the effectiveness of taxation as a

tion |s at best

neglgible. Taxes do not result in accelerated fleet renewal,

the of cleanar or more

it of fuels. in practice,

taxes often achieve the opposite effect by reducing or

delaying the financial capacity of aidines to invest in

salutions that are proven to achieve long-term emissions
reductions.

To date, governments that have introduced taxes under the
premise of reducing emissions from aviation have been
unable to demaonstrate that they have achieved the intended
CO; reductions and rarely {if ever} have the revenues been
used 10 support investments that would help mitigate or
reduce future emissions in the aviation sector.

Itis Impartant to note that the taxation of jet fuel would slso
apply on top of existing carbon pricing instruments, in
particular CORSIA. In this context, taxation |s the least
effective carben pricing measure as it does not come with
any guarantee or assurance that payments made will result
In any verifiable emissions reductions.
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Concession Fees

46

Challenging airport fuel fees that are unjustified and not
cost related:

- Concession fees levied by airports on airlines might be
unjustified burden on air travel

- Often, airports provide no additional fuel infrastructure to
suppliers and airlines in return for the fuel concession fee

- ICAO Policy discourages fuel concession fees and the
European Union has been exemplary in prohibiting the
imposition of such fees

- Concession fees increase airlines operational costs, and this
can raise airline ticket costs and freight rates with a subsequent
impact on tourism and trade

21 May 2021
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Fuel Concession Fees

The airline industry is opposed to any airport fuel fee that is unjustified and not cost-related.

Situation

Airparts have a dominant position over their customers and
in their quest to boest revenues, could impose
supplementary fees that are not related to the provision of
services.

In the area of fuel relevant infrastructure merits levying a
reasonable fee. but some airports also levy additional
concession fees.

Concession fees are not a Gost-related charge and result in
additional unnecessary cost on airines without any
corresponding service being provided in retumn.

The direct consequence of this is an increase in the irfines”
operating cest which is likely to be passed on to customers
and which in turn, has the patential to impede aviation and
2canomic growth.

ICAC Palicy Dac ion Il Article 10 al q
the impartance of nat levying concession fees that wil
unnecessarily inarease the cost of air transpart.

IATA position

IATA advocates the removal of fuel concessions fees.
Levies that unfairly target the air wansport industry and
extract revenue from the valus chain to the detriment of

o s should be elimi While the airine
sector does net object to paying fees based on efficient
services, airports should refrain from charging fuel
concessien fees that are not cost related.

IATA's position aligns with the European Council Directive
9E/ET/EC on access to the ground-handling market at
Community airperts. Inits judgment of 16 October 2003, the
European Court of Justice clarified the EC Directive and
precluded the charging of market access fees for the
opening of commercial opportunities at airports for ground-
handiing services including fuel handing. This sets an
plary model for other to foliow

At airports where fuel concession fee is levied. airfines, fuel
suppliersiservice providers and the airport, as appropriate,
should discuss and agree the prompt withdrawal of such
fee. While this is in process. in accordance with the ICAQ
palicy contained in Doc 9082/3 Section Il article 11. the fuel

ionai should not i pass the fee
through to the airlines.

Key reasons why airports should
not levy concession fees on airlines

LY ion fees are ively an additional tax on
air ravel.

# Airpors provide no additional fuel infrastructure to
suppliers and airlines in return for the fuel concession
fee.

# Aifines and their passengers already invest
significantly to fund infrastructure costs at airports.

# ICAO Policy discourages fuel concession fees and
the European Union has been exemplary in
prohibiting the imposition of such fees.

# Concession fees increase airlines operational costs,
and this can raise airfine ticket costs and freight rates
with a subsequentimpact on tourism and trade.
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Thank youl

Any follow-up questions:
FuelTeam@iata.orqg
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