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MR. CHAIRMAN, HONOURABLE MEMBERS OF THE COMMITTEE:

o Thank you for the invitation to appear before you today to discuss the future role of air
transport in Canada. This is of course an area of key interest and importance to the
National Airlines Council of Canada and its members. | am accompanied today by
Laura Logan and Lorne Mackenzie, respectively chairs of our Security/Facilitation and
Service/Accessibility Committees. Together, we look forward to addressing your
guestions and providing you with some insight into key challenges and possible
opportunities for our industry sector, which strives at all times to provide Canadians

with the safest, most convenient and affordable air travel services possible.

o A quick background on our group: the National Airlines Council of Canada (NACC) is the
trade association representing Canada’s largest national and international passenger
air carriers, namely Air Canada, WestJet, Air Transat and Jazz Air. The NACC promotes
safe, environmentally responsible and cost-competitive air travel for Canadians.
Collectively, our member airlines carried more than 48 million passengers and directly
employed almost 40,000 people in 2009. Total revenues of the four airlines exceeded
$14 billion and their estimated total economic output impact was $19.6 billion. When
externalities and secondary impacts are factored in, we estimate that the activities of
our members provide gainful employment to over 85,000 Canadians from coast to
coast. Furthermore, as the airlines which represent the underpinnings of Canada’s

domestic and international air services network, we are major facilitators of national
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economic activity and commerce, and are key components of Canada’s multi-billion

dollar travel and tourism industry.

o |would like to touch briefly on four key challenges and issues facing our industry,
as well as underline what we believe to be the necessary way forward in terms of

potential solutions.

1. TAXPOLICY FRAMEWORK

o The first long-standing challenge is the current tax policy framework applicable to the
industry. For many years, we have advocated for a comprehensive review of direct and
indirect taxes, fees and charges imposed by various levels of government on our
operations, and most notably on our passengers. These include airport ground rents,
excise taxes on aviation fuel and the Air Travelers Security Charge. At this point | would
like to refer you to the analysis of this issue prepared for the NACC by Prof. Fred Lazar,
a well-known and respected economist at York University. A copy of this report has
been provided to the committee. While | won’t go through the findings in detail,
| invite you to review this comprehensive study at your convenience, and will take a

few moments now to emphasize some of its key points:

1) The Federal Government alone has pulled out almost $7 billion in the form of the

aforementioned taxes and charges from our industry and our passengers over the
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last decade, yet unlike most other modes of transport, we pay completely for our
infrastructure i.e. airports, air traffic control services, security pre-screening, etc.
The question here is why do we have this form of double taxation on a sector that
pays its own way without taxpayer money and actively supports and helps create
economic growth and tens of thousands of jobs? Established economic theory is
clear: Where you have a sector producing such externalities or catalytic effects,
taxation is the wrong policy and simply exacerbates the structural cost burden for
industry. Moreover, the government’s user-pay policy applicable to critical aviation
infrastructure is almost two decades old and has never been actively reviewed with
respect to its impact on our sector’s competitiveness and its continued ability to
support overall economic growth. As we’ve demonstrated, the air transport system
creates enormous value not only for its direct users, but for the economy and our
society as a whole. Consequently, let’s start talking about recovering costs from all
those who benefit from such added value, and not just from a specific subset in this

regard, namely the user. Such a policy review is long overdue.

While we are certainly mindful of the fiscal challenges currently facing this country,
the question must be asked as to whether the short-term gains for government
revenues in terms of the input taxes mentioned earlier come at a broader cost in
the form of lost opportunities for enhanced long-term economic growth and global

competitiveness? Prof. Lazar calculates that cutting these costs may result in
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anywhere between $869 million to $3.3 billion in additional economic output from
our industry, as well as an additional 2.1 to 2.7 million passengers annually. Indeed,
he is unequivocal when he states “changing the policy course from the current one
where the air transport industry is viewed strictly from a fiscal position, to one
where it is recognized as a key contributor to productivity growth requires cutting

the costs faced by this industry”.

3) It’s all about competitiveness. We don’t want handouts, we don’t want subsidies.
We just want to be able to compete on a global basis within a fiscal policy
framework that supports our efforts at innovation and growth. The same goes for
our airport colleagues who in many cases must deal with U.S. competitors that are
highly subsidized by local governments and operate from a far more advantageous

input tax policy platform.

2. AVIATION SECURITY

o The second theme | would like to address is security. As we all know, the world has
changed since 9/11 and we are all well aware that without leading-edge security
systems and procedures, we will not be able to stay one step ahead of threats to
national security and maintain the most secure travel network possible. While we at
the NACC continue to work actively with government in this regard, it is important to

recall that we are businesses and that we are serving customers. Consequently, it is
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essential that frontline stakeholders such as the government, CATSA, airlines and
airports are able to communicate and meaningfully consult with each other on the
challenges facing the effective and efficient delivery of screening services. Airlines that
operate around the world such as the NACC’s member carriers know a few things about
best practices in this field, and it is important that the government and CATSA work
with us to add value to our efforts in Canada. Moreover, we are eager to engage on,
and support initiatives involving trusted travellers, advanced technologies and

behavioral threat assessment.

3. PASSENGER RIGHTS

o Thirdly — passenger rights: There has been considerable legislative activity on this issue
in the EU and the US, as well as an attempt through a private member’s bill earlier this
year to establish a similar framework in Canada. Bill C-310 was defeated not because it
attempted to establish a compensation framework for passengers when travel does not
always go as planned, but rather because it fundamentally misunderstood how the air
transport system worked, sought to blame airlines for circumstances under third party
control and imposed financial penalties indiscriminately, even when the carrier was
simply trying to ensure the safe operation of the flight. While we would rather spend
our time discussing how to improve the system in order to enhance the overall

customer experience, we nevertheless understand that this issue may remain part of
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public policy debate going forward, in which case the NACC will be a full and willing
partner for discussion provided that three important principles are respected:

1) efforts at ensuring maximum safety must not be subject to penalty;

2) compensation amounts must be proportional to price paid, and 3) airlines must not
be held responsible for the acts of others or for situations that are clearly beyond their

control, commonly known as acts of God or force majeure.

4. THE ENVIRONMENT

o Last but certainly not least, the environment. The ability to grow and develop in a
manner over the long-term that is consistent with the global objective of ensuring the
continued well-being of our environment is perhaps the greatest single challenge facing
our industry. Climate change in particular and the role played by airlines in the
emission of greenhouse gasses has been the focus of much popular debate and, in
some cases, active policy-making by governments. | will not go through all the issues

but would like simply to highlight a few thoughts.

1) Aviation environmental policy-making must be fact-based. This is because
misinformed, misguided or unrealistic policy or target-setting may have disastrous
implications over the long-term for the viability of our industry. Indeed, there has
been a plethora of misinformation circulated about aviation’s contribution to global

warming, and the industry is the first to recognize that it can make improvements in

6



NATIONAL AIRLINES COUNCIL OF OANAW

CONSEIL NATIONAL DES LIGNES AERIENNES DU CANADA

countering these efforts. When you cut through the rhetoric, one fact stands out —
further to the resolutions of the recent ICAO General Assembly which took place

in Montreal, aviation is now the first and only global sector thus far to agree to
specific targets for the leveling off and eventual reduction of CO, gasses it

produces.

The NACC’s member airlines have been world leaders in their proactive efforts to
reduce their GHG emissions and are committed to working actively to mitigate the
overall impacts of air travel on the environment though fuel efficiency
improvements, emissions reduction and noise abatement. We took the initiative
in 2005 through our former association to conclude the world’s first voluntary
agreement with government to reduce the growth of GHG emissions both
domestically and internationally. The NACC's member airlines have consistently
exceeded their reduction targets under this agreement by a wide margin and have
realized an overall improvement of 28.6% from the established baseline of 1990

GHG levels for the industry. We are not asleep at the switch.

Finally, while we support Canada’s efforts for a global sectoral approach towards
the establishment of a policy framework for international aviation, we would point
out that any domestic framework needs to consider the absolutely critical role that

Canada’s air transport system plays in ensuring that all parts and regions of this vast
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nation stay connected. Furthermore, any potential approach based on
harmonization with the U.S. must bear in mind the considerable investments in
fleet renewal and resulting improvement in operating efficiencies made by

Canadian industry thus far vis-a-vis their U.S. counterparts.

o Thank you for your kind attention and we would now be pleased to take your

questions.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


