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Before we discussed about why do we need more PMA than ever, lets review our  numbersWe initiate back in 2011
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The Perfect Storm!

1. Airlines 
Finance Results

3. IATA, CFM Agreement 
on Engine Maintenance

2. Jet Fuel Prices

4. Removal of 
Licensing Agreement



Why its time to PMA
 The final Q2 2018 airline financial data confirms a decline in airline profitability

compared to the same quarter a year ago. Source IATA Airlines Financial Monitor,
Key Points August – September 2018

 Oil prices have risen by approximately 40% over the past year and jet fuel
prices averaged more than US$90bbl in September. Source IATA Airlines Financial
Monitor, Key Points August – September 2018

 IATA & CFM International Signed a Pro-Competitive Agreement on Engine
Maintenance. Date: 31 July 2018

 “Boeing is ramping up its push into the parts business, as part of a broad effort
to cut costs and secure a new source of revenue even more lucrative than
making aircraft”. Source: The Wall Street Journal , April 24, 2016

 “Spirit’s contract with Boeing allowing them to make and sell spare parts using
Boeing intellectual property expired February 29 and will not be renewed,”
Boeing said in response to questions from Reuters. Date: 31 March 2016



Airlines Finance Results
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38 North America 14.0% 6,313   11.2% 5,064    
30 Asia-Pacific 5.0% 1,421   2.8% 656       
16 Europe 9.7% 3,820   8.3% 3,874    
10 Latin America 4.4% (302)     -1.0% (548)      

5 Others 6.4% 59         0.9% 2           
99 Sample total 10.3% 11,311 7.8% 9,048   

US $ million
Sources: The Airlines Analyst, IATA

Q2 2017 Q2 2018
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Jet Fuel Prices

40%
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Crude oil and jet fuel prices both pushed higher in September. Crude prices reached their highest level since 2014, boosted by OPEC’s refusal to increase output, even with the US sanctions on Iran likely to reduce global supply.  The Brent crude benchmark lifted above US$80/bbl in September and ended the month averaging only slightly below that level. Crude oil prices have risen by around 40% on a year ago.  Jet fuel prices also moved solidly higher in the month, increasing by around 3.5%, and pushing through the $US90/bbl level to average around $92 for the month of September overall. 



IATA, CFM International Sign Pro-Competitive 
Agreement on Engine Maintenance



IATA, CFM International Sign Pro-Competitive 
Agreement on Engine Maintenance

 CFM Agrees to permit the use of PMA Parts and DER Repairs

 In a major step for the aviation industry, CFM has agreed that they will begin
permitting MROs to use PMA parts and DER repairs!!

 The settlement agreement includes a set of CFM Conduct Policies and a set of
Implementing Measures for those Conduct Policies. The IATA Press release
summarizes the benefits as such:
 License its Engine Shop Manual to an MRO facility even if it uses non-CFM parts
 Permit the use of non-CFM parts or repairs by any licensee of the CFM Engine

Shop Manual
 Honor warranty coverage of the CFM components and repairs on a CFM

engine even when the engine contains non-CFM parts or repairs
 Sell CFM parts and perform all parts repairs even when non-CFM parts or repairs

are present in the engine
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CFM Agrees to permit the use of PMA Parts and DER RepairsIn a major win for the aviation industry, CFM has agreed that they will begin permitting MROs to use PMA parts and DER repairs!!CFM has been known for their anti-PMA tactics.  Past CFM antics have included unflattering advertising and disparaging presentations.  MARPA had to write CFM in 2008 in order to put a stop to some of the tactics (to only some of the most egregious tactics – they developed other anti-competitive tactics).  IATA brought an unfair competition complaint in the European Union, which led to a significant investigation by the EU Competition Commission.  MARPA and MARPA members filed comments and presented evidence to the Commission.In advance of a final ruling by the EU, CFM has agreed to a settlement agreement, and IATA has agreed to withdraw its complaint from the EU commission.The settlement agreement includes a set of CFM Conduct Policies and a set of Implementing Measures for those Conduct Policies.  The IATA Press release summarizes the benefits like this:Among the many elements of the agreement, CFM has agreed to:License its Engine Shop Manual to an MRO facility even if it uses non-CFM partsLESSOR What do they will tell me knowPermit the use of non-CFM parts or repairs by any licensee of the CFM Engine Shop ManualHonor warranty coverage of the CFM components and repairs on a CFM engine even when the engine contains non-CFM parts or repairsGrant airlines and third-party overhaul facilities the right to use the CFM Engine Shop Manual without a feeSell CFM parts and perform all parts repairs even when non-CFM parts or repairs are present in the engineSome key sentences in the documents that are most useful to the aftermarket, and to operators seeking to rely on the aftermarket, include:“The mere installation of non-OEM parts and/or repairs in the engine does not in itself render the warranty void.”  Conduct Policies Para. 9.“CFM does not refuse to service engines because they contain non-OEM parts or repairs.”  Implementing Measures Para 12(a).



IATA, CFM International Sign Pro-Competitive 
Agreement on Engine Maintenance

 Some key sentences in the documents that are most useful to the aftermarket, and
to operators seeking to rely on the aftermarket, include:
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CFM Agrees to permit the use of PMA Parts and DER RepairsIn a major win for the aviation industry, CFM has agreed that they will begin permitting MROs to use PMA parts and DER repairs!!CFM has been known for their anti-PMA tactics.  Past CFM antics have included unflattering advertising and disparaging presentations.  MARPA had to write CFM in 2008 in order to put a stop to some of the tactics (to only some of the most egregious tactics – they developed other anti-competitive tactics).  IATA brought an unfair competition complaint in the European Union, which led to a significant investigation by the EU Competition Commission.  MARPA and MARPA members filed comments and presented evidence to the Commission.In advance of a final ruling by the EU, CFM has agreed to a settlement agreement, and IATA has agreed to withdraw its complaint from the EU commission.The settlement agreement includes a set of CFM Conduct Policies and a set of Implementing Measures for those Conduct Policies.  The IATA Press release summarizes the benefits like this:Among the many elements of the agreement, CFM has agreed to:License its Engine Shop Manual to an MRO facility even if it uses non-CFM partsLESSOR What do they will tell me knowPermit the use of non-CFM parts or repairs by any licensee of the CFM Engine Shop ManualHonor warranty coverage of the CFM components and repairs on a CFM engine even when the engine contains non-CFM parts or repairsGrant airlines and third-party overhaul facilities the right to use the CFM Engine Shop Manual without a feeSell CFM parts and perform all parts repairs even when non-CFM parts or repairs are present in the engineSome key sentences in the documents that are most useful to the aftermarket, and to operators seeking to rely on the aftermarket, include:“The mere installation of non-OEM parts and/or repairs in the engine does not in itself render the warranty void.”  Conduct Policies Para. 9.“CFM does not refuse to service engines because they contain non-OEM parts or repairs.”  Implementing Measures Para 12(a).“Parts approved by the FAA under 14 CFR Part 21 and 14 CFR Part 43 and/or approved by the EASA under Part 21.A.109 and Part 21.A.451 are eligible for installation in CFM engines.”  Implementing Measures Para 21(a).“CFM agrees to waive fees (both upfront fee and royalty) for Overhaul Shops for the use of its ESM (i.e. overhaul instructions and Fully Disclosed Repairs) charged under CFM’s PLA and will not require any other form of financial compensation for such use by shops overhauling CFM engines.”  Implementing Measures Para 1.“Parts that have been repaired with a repair approved by an FAA DER under 14 CFR Part 183 and/or an EASA DOA holder in accordance with Part 21, Subpart J and related Acceptable Means of Compliance and Guidance Material, are eligible for installation in CFM engines.”  Implementing Measures Para 21(b).CFM will include in relevant policies and procedures for [Departure Request] requests an explicit statement expressing that the presence of non-OEM parts and repairs is only relevant to a [Departure Request] request to the extent it affects CFM’s ability to perform the relevant engineering analysis, and that the mere presence or use of non-OEM parts or repairs unrelated to the [Departure Request] request does not preclude a [Departure Request] consideration.”  Implementing Measures Para 18.“CFM will regularly train its customer support organization, and other departments that make official statements on behalf of CFM related to non-OEM parts or repairs to ensure that communications related to non-OEM parts or repairs are based on data that validates the proposed communication.”  Implementing Measures Para 24.



Licensing Agreement
 Our Experience with the removal of Licensing Agreements its as follow:

 Higher Purchase Price vs when Purchase from the 
Licensee

 Higher Repair Prices vs when Repairs were done with 
the Licensee

 Inexperience dealing with the aftermarket
 Inventory Increase

 Not enough spares increasing lead times
 Long Lead time on Repairs
 Lack of suitable inventory location



Thanks!!
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