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Dear reader of the AEA Yearbook, 

 

On September 12
th

 2001, the European Commission published its White Paper on transport 

policy in the years to 2010.  With the previous day’s terrible events in everyone’s minds, the 

occasion did not attract a great deal of attention, but for air transport, there was not a great deal 

in the document to attract attention anyway.  With the exception of air traffic management 

restructuring, our sector was largely dismissed with some references as to how its growth 

should be controlled. 

 

The Commission recently announced a mid-term review of its broad policy. We welcome this 

review as an opportunity to examine today’s challenges in the wake of the developments of the 

past years - and in that context the role aviation in general and network airlines in particular play 

for Europe’s economy, trade and tourism. 

 

There are some encouraging signs. Today’s policy makers acknowledge the technological 

progress achieved in aviation. A progress which has enabled airlines to decouple growth from 

fuel consumption, and further modernisation of fleets will bring further efficiency gains. SESAR, 

the Single European Sky Implementation programme, has been launched as a key private-

public-partnership programme to ensure that state-of—the art technology will be developed and 

harmonised so that Air Traffic Management can become more efficient as well. Once the 

fragmentation of Europe’s air space is replaced by a Single European Sky, we will be able to 

avoid circuitous routings and unnecessary holding patterns in the interest of European 

consumers, airlines, and our environment. 

 

Indeed, the revitalisation of the Lisbon Agenda – in the context of which, Commission President 

Barroso’s statement ‘, 12 .  C6 2 6E.  DA -  0. - B’ provides the theme to this Yearbook – has given 

us the opportunity to reiterate what airlines require to maintain their role as backbone for 

economic growth, and as an industry which must meet the challenges of global competition.  

 

A vibrant European aviation sector, and an international level playing field – these are two 

requirements we raised at the April 2006 Aviation Summit in Salzburg, which had been 

convened by the EU Presidency. The event itself was a further recognition that aviation must be 

placed on the political radar screen. To achieve this, we need a dialogue both with the other 

stakeholders and the regulators at all levels. 

 

This is not to deny that the challenges we face remain daunting. Our industry has reeled under 

extraordinary events, - the tragedy of 11 September 2001, the Iraq War, the outbreak of SARS 

and now the prices for kerosene, our sole energy source, hovering at historical highs. AEA 

airlines have shown that we can overcome the cyclical crises, but we cannot deal on our own 

with structural crises and competition from state-subsidized non-European carriers.  

 

To have emerged still standing on our own feet at the half-way point in the White Paper’s term 

is an achievement in itself.  The majority of our members is still some way from recovering 

capital costs, but with a more consistent and coherent regulatory framework it can be achieved. 

 

 

 

 

Wolfgang Mayrhuber 

Chief Executive Officer 

Lufthansa 

AEA Chairman 2006 
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At a Glance 

A period of stable traffic growth – the 
first in many years – saw an overall 
RPK increase of 6.3% closely tracked 
by European traffic, with Europe-Far 
East well above, and North Atlantic 
somewhat below. 

 

 

 

 

 

Energy prices continued to dominate 
the financial picture, with jet fuel 
breaking through the $80/barrel bar-
rier.  Fuel accounted for 20% of 2005 
operating cost, up from 12% just two 
years earlier. 

 

 

 

 

 

 

The soaring fuel price did not prevent 
an improved operating surplus for AEA 
airlines collectively, of $755 million.  
The net margin failed, narrowly, to 
reach 1%.  Another year of record load 
factors was the main contributor to the 
profit growth.  
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Global Economic Environment 

For the world economy, 2005 was a 
good year. With an average GDP 
growth of 4.3%, all but three of the 180 
countries reviewed by the International 
Monetary Fund recorded a second 
successive annual increase. 

As in 2004, growth was led by the 
emerging economic powerhouses of 
China (9.0%), India (7.1%) and Russia 
(5.5%). Among the heavyweights, the 
USA posted a strong GDP growth of 
3.5%, whilst Japan and the EU re-
corded lower levels, at 2.0% and 1.6% 
respectively. 

Despite record high oil prices in 2005, 
a widely-anticipated inflationary effect 
did not materialise.  Headline inflation 
remained stable at 3.9% and averaged 
2.2% for the developed economies. 

As a result, there was no significant 
tightening of monetary controls, with 
long-term interest rates in industrial-
ised countries still well below their 
historic average. 

Consequently, a widely-predicted 
downturn did not materialise in 2005.  
Nonetheless, underlying challenges to 
global economic stability remain: the 
US twin deficits, the China boom, un-
balanced growth and high oil prices. 

USA – the twin deficits threat 

US economic growth peaked at 4.2% 
in 2004; the 2005 figure of 3.5% was 
still very robust, although it included a 
substantial weakening in the fourth 
quarter. 

The economic revival has been con-
sumer-led. An exceptionally loose 
monetary policy, with low interest 
rates, and plentiful cheap imports from 
countries such as China, have boosted 
domestic demand and borrowing. 

This has led to a growing trade deficit, 
while tax cuts and high levels of gov-
ernment spending have resulted in a 
large federal budget deficit. These 
deficits can only be supported if other 

countries are willing to finance the 
shortfall.  So far, there has been no 
shortage of foreign investment interest 
in the US, which now absorbs 70% of 
world capital, with foreign-owned as-
sets in the US far exceeding US-
owned assets abroad. 

If the foreign investors’ appetite for US 
assets falters, the danger is that long-
term interest rates will soar as the 
value of the dollar collapses, sending 
the world economy into a deep reces-
sion. 

Europe below expectations 

GDP growth in the EU25 was down 
from 2.5% in 2004 to 1.6% in 2005, 
following a marked slowdown in the 
second half of the year.  The big three 
economies, accounting for just over 
half the EU total, were all below plus 
2%, with the UK at 1.9%, France 1.5% 
and Germany 0.8%. 

The smaller economies were generally 
the ones which showed the strongest 
growth.  2004 accession states filled 
eight of the top ten positions ranked by 
GDP increase. 

European growth has been predomi-
nantly export-led, boosted by general 
trends in world trade and a slight de-
preciation of the euro against the US$ 
in 2005. This competitive advantage is 
likely to disappear as the euro stabi-
lises and possibly strengthens through 
2006. 

Core inflation remains well under con-
trol although huge energy prices have 
pushed up headline inflation, dampen-
ing consumer enthusiasm for spend-
ing.  As interest rates are expected to 
continue rising amid inflationary con-
cerns, this is unlikely to change in 
2006. 
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Key World Economic Indicators

2003 2004 2005 2006f
Real GDP - % growth
World    4.0    5.1    4.3    4.3
USA    2.7    4.2    3.5    3.3
Japan    1.4    2.7    2.0    2.0
EU25    1.3    2.5    1.6    2.1
Consumer Prices - % growth
World    3.7    3.7    3.9    2.1
USA    2.3    2.7    3.1    2.1
Japan   -0.2    0.0   -0.4   -0.1
EU25    2.0    2.2    2.1    1.9

Source: IMF
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China’s booming economy 

Between 1990 and 2005, China’s 
economy has quadrupled in size, with 
growth averaging just below 10% per 
annum. With a forecast 2006 growth of 
8.2%, it could move up during the year 
from sixth to fourth in the ranking list of 
the world’s largest economies, over-
taking France and the UK. 

With GDP per capita just one-eighth 
that of US citizens, and private con-
sumption accounting for just 40% of 
GDP (compared to 70% in the US), 
the growth has been export-led.  
China’s 2005 trade surplus was 
US$102 billion, three times the 2004 
level. 

The Chinese economy is over-reliant 
on exports and in particular exports to 
the US, with whom it has a trade rela-
tionship out of balance to the tune of 
5:1. The trade gap is inflated by the 
low value of the Chinese Renminbi 
relative to the Dollar, giving Chinese 
goods a price advantage in interna-
tional markets and prompting protec-
tionist backlashes such as the 2005 
textile quotas. 

The Chinese domestic investment 
boom, particularly in manufacturing, is 
placing a strain on infrastructure, par-
ticularly transport and electricity gen-
eration.  Controlling the pace of devel-
opment without provoking a ‘hard land-
ing’ is a challenge facing the Chinese 
authorities. 

Outlook : variable 

A great many uncertainties cloud the 
outlook for 2006 and 2007: the US 
twin deficits, the overheating Chinese 
economy, no improvement in the fun-
damentals for Europe. 

Add to this the ongoing high price of 
energy, geopolitical tensions and the 
possibility of external shocks in the 
form of terrorism and world health con-
ditions, such as a bird flu pandemic. 

Nevertheless, the general consensus 
is that the near term outlook is favour-
able and there is little likelihood of a 
recession in the next few years. 
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Emerging Economic 'Giants'

2003 2004 2005 2006f
Real GDP - % growth
China    9.5    9.5    9.0    8.2
India    7.4    7.3    7.1    6.3
Russia    7.3    7.2    5.5    5.2
Brazil    0.5    4.9    3.3    3.5
Source: IMF
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Traffic Trends 2005 

AEA members boarded a total of 320 
million passengers in 2005, an in-
crease of 9.9 million over the previous 
year. 

In passenger-kilometre terms, the 
growth was 6.3%. Coupled with a 
seat-km increase of 4.3%, this pro-
duced a record load factor of 76.0%, 
1.4 percentage points up on 2004, 
which had itself been a highest-ever 
figure. 

Traffic increases were recorded across 
the regions.  Within Europe, the 
growth was 6.3% on cross-border 
routes and 4.1% on domestic flights, 
for a total of plus 5.7%, well above the 
3.0% capacity increase. 

The two major longhaul traffic flows 
posted very different results.  North 
Atlantic traffic increased only 2.1% 
while Far Eastern volume grew by 
12.1%. 

While these figures reflect the un-
doubted buoyancy in the Far Eastern 
market, they do not necessarily point 
to a weakness in the North Atlantic. 

AEA airlines brought on-stream just 
over 5% of new longhaul capacity in 
2005, over half of which was dedicated 
to the booming Eastern destinations.  
A further 20% of the new capacity was 
applied on the similarly strongly-
emerging economies of South Amer-
ica. 

Only 6.5% of new longhaul capacity 
was destined for the North Atlantic 
market, amounting to a year-on-year 
ASK increase of 0.8%.  In this per-
spective, the 2.1% traffic increase 
takes on the aspect of a more favour-
able outcome. 

A closer look at … Europe … 

Passengers carried by AEA airlines 
within Europe in 2005 came very close 
to 250 million, with a ratio of cross-
border to domestic traffic of just about 
3:2. 

Total-market data is difficult to esti-
mate, but the AEA data can be viewed 
alongside a figure for the European 
leisure airlines of close to 100 million, 
a similar figure for the ‘no-frills’ carri-
ers, and about 25 million for regional 
carriers operating on their own ac-
count rather than network-carrier affili-
ates. 

Italy was the only one of the top six 
AEA cross-border markets to show an 
above-average passenger increase, at 
plus 9.5%. Traffic to/from Germany, 
France, Spain and the Netherlands 
grew by less than 5%, and a small 
decrease was recorded in the UK mar-
ket, probably due in part to ongoing 
no-frills penetration. 

2005 marked the first full year of op-
erations following the 1st May 2004 
accession of ten new member coun-
tries to the European Union. 

While comprehensive total-market 
traffic data is unavailable, an analysis 
of the capacity on offer in the acces-
sion country markets shows a remark-
able expansion in the number of seats 
on offer between 2003 and 2005. 

For the ten markets in aggregate, seat 
capacity grew by 35% in each of the 
two years.  The relatively mature, tour-
ist markets of Malta and Cyprus had 
the lowest growth, most increased in 
the range 20-45%. Brussels was a 
focus for growth activity; capacity be-
tween the seat of the EU institutions 
and the new members doubled within 
two years. 

Nevertheless, the market to, from and 
within the accession states remains 
relatively small, at about 15% of the 
EU total. 

… the North Atlantic … 

As noted above, AEA carriers chose to 
deploy only a small portion of their 
2005 incremental capacity in the North 
Atlantic market, amounting to a 0.8%  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



ASSOCIATION OF EUROPEAN AIRLINES - 7 

 

 

increase, against which they regis-
tered a 2.1% traffic growth. 

Load factor, at 82.6% was an all-time 
high, with several weeks in the Sum-
mer peak recording over 90%. 

The USA accounts for 88% of the AEA 
North Atlantic passenger traffic, gener-
ating 24 million boardings in 2005.  
AEA carriers share the market with 6 
US major airlines, four of whom were 
operating under bankruptcy protection 
during the year. 

The US carriers selected a higher-
growth strategy, adding 6.7% capacity 
and recording a plus 7.1% in traffic, at 
a load factor marginally below AEA but 
still in excess of 82%. 

… the Far East … 

Far Eastern traffic continued to boom 
through 2005, with RPK growth in dou-
ble digits in 11 out of the 12 months.  
Japan, the largest and most mature 
market in the region, posted growth in 
passenger numbers of just under 6%. 

The main impetus for growth came 
from the fast-expanding economies of 
China and India, where traffic in-
creased 25% and 22% respectively. 

… other routes … 

The relatively small South Atlantic was 
AEA’s highest-growth region in 2005, 
with a traffic increase of 12.9%, on a 
similarly-sized capacity growth.  By far 
the most important country market, 
Brazil – identified by the IMF as an 
‘emerging economic giant’ – posted 
double-digit traffic growth, as did Ar-
gentina. 

Traffic on Middle Eastern and North 
African routes grew at around 7%.  
Both of these markets have experi-
enced high volatility in recent years.  
AACO, the association of the region’s 
airlines, reported a 14.7% growth in 
traffic to/from their home market, while 
member airlines Emirates, Etihad and 

Qatar Airways are pursuing major ex-
pansion strategies. 

Outlook for 2006 

For the first four months of 2006, AEA 
passenger traffic has increased 5.9%, 
on a capacity increase of 4.3%. Con-
sequently, a further increase in load 
factors has been achieved, by 1.2 per-
centage points. 

Far Eastern traffic remains very buoy-
ant and should deliver a fourth succes-
sive double-digit annual growth. 

European traffic has grown 5.6% in the 
early part of the year, on top of a 
rather smaller capacity increase. Ca-
pacity restraint is expected to continue 
through the Summer, when there will 
be less of an opportunity for load fac-
tor improvements, consequently traffic 
trends could follow a somewhat lower 
growth profile. 

The North Atlantic saw very little addi-
tional capacity in the first four months, 
with traffic following suit. For the Sum-
mer period, a modest capacity in-
crease is expected for AEA airlines, 
matched by their US competitors, so a 
slightly more robust traffic growth can 
be anticipated, although possibly at 
the expense of yields. 

Overall for the year, growth is ex-
pected to tend towards the lower end 
of the ‘normal’ range, perhaps slightly 
below 6%. 
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Operating Results 

AEA airlines collectively recorded a 
second successive operating surplus 
in 2005.  The provisional profit figure 
was US$755 million, up from $413m in 
2004. 

The operating margin edged up to 0.9, 
from 0.4 in 2004. This must be re-
garded as highly unsatisfactory, for a 
year in which most (although evidently 
not all) of the fundamentals were fa-
vourable – strong demand, economic 
growth, low interest. 

Analysing the incremental increase in 
profit, a 1.0% growth in passenger 
yields was more than offset by an 
8.5% increase in unit costs. 

In fact, almost all the yield improve-
ment can be attributed to the North 
Atlantic, which recorded a 6.5% in-
crease.  Far Eastern routes posted a 
plus 0.9% but intra-European yields 
were down 0.6%. 

Clearly, fuel has been the most impor-
tant factor in cost development; non-
fuel cost savings continue to be real-
ised, but are limited in scale by a proc-
ess of diminishing returns. 

Consequently, taking cost/revenue in 
isolation, 2005 developments would 
have reduced profit by an estimated 
$184m. 

Working in the other direction was the 
improvement in load factor over the 
year, which added an estimated $284 
to the surplus. 

This too is an area where the scope 
for year-on-year improvement dimin-
ishes each time the boundary is 
pushed further out.  Fifteen years ago 
an annual figure of 70% would have 
been regarded as probably the limit of 
attainment; the 2005 figure was 76%. 

The final area of improvement be-
tween 2004 and 2005 was through a 
reduction in the interest burden, which 
contributed an estimated $243m to the 
bottom line. 

Outlook for 2006 

In the absence of yield and unit-cost 
data for the current year, accurate 
predictions for the eventual outcome 
are not possible.  Nevertheless, some 
indicators can be identified or at least 
assumed. 

Early-year traffic figures show that 
demand remains strong, so there are 
no deteriorating trends in evidence.  
Load factors, remarkably, have contin-
ued to increase although this is not 
likely to be sustained through the peak 
traffic season, simply because there is 
so little scope for further improvement. 

Cost development is likely to remain 
unfavourable.  Fuel remains very ex-
pensive, and market prices will con-
tinue to inflate the cost of hedging con-
tracts as they are renewed.  In the 
highly-competitive markets in which 
the AEA airlines operate, yield im-
provements will be difficult to achieve.  
The most likely trend in interest rates 
is up. 

Taking these factors into account, it is 
foreseen that the 2006 outcome will be 
no better than the 2005, but no worse 
that 2004. 

In the longer term… 

According to Eurocontrol’s Perform-
ance Review Commission, the poten-
tial cost benefit to airspace users of an 
optimally-functioning European ATM 
system is $3.2 billion annually – four 
times the consolidated 2005 profit of 
the AEA airlines. 
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Fuel Costs 

As the price of crude oil rose through 
2004, it was widely predicted that a 
level in excess of $50/barrel would 
inevitably send the world economy into 
recession. 

With prices in 2005 averaging $54, a 
year-on-year increase of 42%,  the 
economy has proved remarkably resil-
ient. 

European airlines have seen the price 
of jet fuel, in $/barrel, rise from 29 in 
2002, through 37 in 2003, 51 in 2004 
to 71 in 2005.  In the two years 2003-
2005, the share of fuel in the AEA 
members’ cost base jumped from 12% 
to 20%.  Their total fuel bill in 2005 
was US$ 17 billion. 

While airlines typically hedge against 
strong price increases in the form of 
medium-term contracts, such a pro-
tracted increase means that expiring 
contracts are having to be renewed at 
much higher prices. 

Airlines are actively pursuing a wide 
range of fuel-economy measures in 
their day-to-day operations, coordinat-
ing best practice through industry ini-
tiatives such as AEA’s Emissions Con-
tainment Policy. 

The conjunction of high fuel prices and 
the need to control emissions has also 
given added impetus to cooperation 
with airframe and engine manufactur-
ers to intensify development work on 
new generations of aircraft. 

On the revenue side, most major Euro-
pean carriers have introduced fuel 
surcharges.  Typically, these are in the 
range €10-12 per shorthaul segment 
and €50-55 on longhaul. 

While successive fuel price increases 
have been mirrored in increments to 
the surcharges on longhaul, this has 
not been the case on shorthaul, where 
the surcharges have not been aug-
mented for some time. 
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Adopting and Adapting the 
Business Models 

As a rough estimate, ‘no-frills’ carriers 
account for just over a quarter of intra-
European scheduled passengers, or 
just over one-fifth of the leisure carri-
ers which formerly made up the char-
ter sector are included. 

The sector continues to grow strongly, 
and as it does so the business model 
is refined and adapted – but so is that 
of the network carriers. 

In some areas, the two converge; in 
others they grow further apart. Depart-
ing from one of the most fundamental 
elements of the no-frill model, Air Ber-
lin in 2005 commenced UK domestic 
services as feeders to its German ser-
vices out of Stansted, introducing the 
network-model elements of through 
pricing, ticketing and baggage. 

At the other extreme, Ryanair in early 
2006 introduced charges for checked 
baggage, in what was presented as a 
revenue-neutral cost-cutting exercise, 
but which has since been acknowl-
edged as a significant revenue source. 

In fact, Ryanair’s ‘ancillary revenue’ 
from sources other than ticket sales 
contributed €259 million to their 2005/6 
net profit of €302m. 

Meanwhile, network carriers continue 
to review their own business models 
and adapt their competitive responses. 

A number of AEA members are plan-
ning or considering the setting-up of 
no-frills subsidiary companies, others 
have adjusted their pricing policies to 
offer competitive fares across their 
shorthaul networks. 

Several network airlines have intro-
duced paid catering on their shorthaul 
flights and all have embraced internet 
sales and electronic ticketing. 

Returning to the strictly no-frills air-
lines, AEA’s annual review of this sec-
tor indicates an increase in capacity 
(seats/week in the Summer timetable) 

of just over 20% in 2006 compared 
with 2005. 

Among the airlines in AEA’s survey, 
two small players, MyTravelLite and 
EUJet have exited the market since 
Summer 2005. Ryanair (+23%) and 
EasyJet (+16%) continue to grow 
strongly; together they account for 
57% of the no-frill total and either is 
more than four times the size of any of 
the other participants. 

Central Europe continues to attract 
substantial new service and the two 
main carriers based in the region, 
SkyEurope and Wizz, together almost 
doubled in size. 

Ryanair

easyJetaerlingus.com

'No-frills': 3.1 million weekly seats

Summer 2006

Source: OAG-Max / websites
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AEA

No-frills

Weekly % share of Seats in Europe

Summer 2006

Other
(incl. leisure)

55.7%

18.4%
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The 2001 White Paper - five years on 

On 12th September 2001, as the world 
was struggling to come to terms with 
the previous day’s events, the Euro-
pean Commission adopted its White 
Paper entitled ‘European Transport 
Policy for 2010: time to decide’. 

The objective was to develop a com-
prehensive transport policy for the 
years to come. An underlying theme 
was a shift in the balance between 
transport modes, by revitalising the 
railways and promoting maritime and 
inland waterway transport. 

Air transport received scant attention 
in the White Paper, although it stated 
that there was a need to ‘control’ the 
growth of the sector. The Commission 
saw the need to tackle airspace con-
gestion, rethink airport capacity and 
use, and strike a balance between 
market growth and the environment, 
while ensuring safety standards were 
maintained. 

AEA expressed its disappointment that 
the White Paper offered no positive 
support for aviation in the form of a 
comprehensive strategy. In particular 
there was no airports policy which 
tackled congestion, infrastructure de-
velopment, charges and ownership, 
and no recognition of the importance 
to the European economy of hub air-
ports, nor the industry in general. 

Currently, the Commission is under-
taking a ‘mid-term review’ of the White 
Paper, involving stakeholders in a con-
sultative process. It has provided a 
useful opportunity to assess where the 
industry stands vis-à-vis its regulators, 
and how that situation has changed in 
the past five years. 

In its submission to the mid-term re-
view, AEA points out: 

! EU enlargement – achieved and 
ongoing; 

! New security threats; 

! Increased European and global 
competition; 

! New forms of subsidies and state 
support to regional airports; 

! New Community competences in 
the fields of safety and Air Traffic 
Management; 

! A new landscape emerging in inter-
national aviation relations – with 
increased EU involvement; 

! Environmental constraints and ever-
increasing tax burdens on the in-
dustry; 

! Hugely increased oil prices. 

There has also been a much-heralded 
and very welcome political commit-
ment to European competitiveness 
through the re-launch of the Lisbon 
Agenda – a process to which the air-
lines believe they are substantial con-
tributors. 

The reservations expressed by AEA in 
2001 remain valid, notably the ab-
sence of concrete solutions to address 
airport congestion. Five years on, the 
industry continues to suffer from a lack 
of adequate airport capacity, impacting 
the whole system and its efficiency. 

In reviewing and re-prioritising the 
White Paper policies, the regulators 
should recognise the economic, social 
and political benefits of European avia-
tion, and evolve a comprehensive pol-
icy embracing environment, infrastruc-
ture, competition throughout the avia-
tion supply chain, a level playing field 
within and beyond Europe, safety and 
security. 

The mid-term review offers an excep-
tional opportunity to revisit an impor-
tant piece of policy-making which, in 
its first incarnation, contained some 
notable deficiencies. 
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Mobility, Competitiveness...and Jobs 

To the man in the street, aviation 
means holidays, business trips, visits 
to family and friends – the possibility to 
connect to the world, to people, to new 
horizons. However there is much more 
to air transport than its obvious bene-
fits. 

In Europe alone, more than 7.5 million 
jobs depend on air transport, through 
so-called direct, indirect, induced and 
catalytic impacts.  

Air transport not only creates jobs, it 
also provides access to otherwise iso-
lated regions, providing them with new 
business and employment opportuni-
ties. 25% of all companies’ sales de-
pend on air transport, and almost 60% 
of them state that air transport has a 
very important impact on their busi-
ness. Efficient air links boost produc-
tivity and employment, attract invest-
ments and act as a spur to innovation. 

Air transport also sustains the viability 
of regions that rely on tourism, and this 
is especially true of remote and island 
destinations. Tourism generates im-
portant revenues for the retailing, ca-
tering and hotel businesses – and also 
has a positive impact on other indus-
tries, such as agriculture, fishing, con-
struction and craft. Tourism, invest-
ment and standards of living are 
closely linked, as the tourism potential 
of a country attracts investment, boost-
ing economic growth and improving 
the living conditions of the population. 

Air transport is also essential to the 
integration of an enlarged Europe, 
where air connections are relied upon 
to connect regions with one another, 
with Europe’s political centres, and 
with the rest of the world, thereby 
strengthening Europe’s cohesion, 
prosperity and political importance.  
Without air transport, the ‘single mar-
ket’ would be an unworkable concept. 

Air transport entirely finances its infra-
structure costs through user charges 
and taxes to national treasuries. In 
Germany, for example, these amount 

to a net surplus of €10 per 1000km, 
while rail infrastructure costs result in a 
public subsidy of €54 per 1000km – a 
cost borne by the taxpayer. 

Air transport contributes up to 8% of 
the European GDP. It has been recog-
nised by the European Union as an 
indispensable instrument for Europe’s 
growth, now and in the years to come. 

Some benefits cannot be quantified or 
translated into statistics. However, 
those benefits are usually the ones 
that can be most palpably felt by all 
citizens – whether they fly frequently 
or not. 

Air travel has become increasingly 
essential in an age where professional 
mobility multiplies employment possi-
bilities and many students take their 
degree abroad on educational ex-
change programmes. As air transport 
becomes more and more affordable, it 
develops the potential of transforming 
societies, by increasing understanding 
of other cultures and facilitating closer 
international integration. 

Providing access to remote areas can 
do more than promoting goodwill – it is 
essential when it comes to humanitar-
ian aid. Air connections play an irre-
placeable role in assistance to coun-
tries facing natural disasters, famine or 
war – through cargo deliveries, trans-
port of medical teams, refugee trans-
fers or any intervention with communi-
ties otherwise cut off from the rest of 
the world. 

Regardless of the distance travelled, 
air transport offers another important 
advantage – it is the only mode of 
transport that is fully accessible to 
passengers with reduced mobility and 
unaccompanied children. 

On a more mundane level, air trans-
port also widens consumer choice. 
Food comes from all over the world, 
seasonal fruit and vegetables are 
available all year round, newspapers 
and books published on other conti-

nents are delivered to the doorstep. By 
allowing businesses to serve a bigger 
market, competition is enhanced, 
prices are invariably pushed down and 
products often improve in quality. 

Whether in the air or on the ground, all 
citizens in Europe benefit in some way 
or another from air transport. 

1 The ‘direct impact of air transport’ represents the 
employment and activities within the air transport 
industry. The ‘indirect impact’ consists in employ-
ment and activities linked to supplying the air 
transport industry. The ‘induced impact’ refers to 
employment and activities supported by the 
spending of air transport employees, and ‘catalytic 
impact’ consists in industries that are outside air 
transport, such as the tourism industry. (Source: 
ATAG). 
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Environmental Priorities 

Air transport is committed to meeting 
its customers’ growing demand in a 
sustainable manner, by striking a bal-
ance between economic progress and 
environmental responsibility. 

This may sound like a trite phrase, 
tinged with complacency, however it 
describes a genuine process of en-
gagement with one of the most impor-
tant challenges facing the industry. 

That the industry takes its environ-
mental responsibilities very seriously 
indeed should come as no surprise to 
regular readers of the AEA Yearbook, 
who have seen this topic covered in 
depth in every year since the mid-
1990s. 

As in previous years, the current de-
bate centres around gaseous emis-
sions from aircraft, and in particular 
carbon dioxide (CO2), production of 
which has a linear relationship with 
kerosene consumption. 

As a starting point, the scale and the 
scope of the challenge should be 
placed in a proper perspective. While 
there is a great deal of rhetoric sur-
rounding the airlines’ contribution to 
global warming – much of it misguided 
– the facts are relatively straightfor-
ward and easy to grasp. 

Air transport accounts for about 4% of 
man-made CO2 emissions. Whatever 
the size of the problem, right now air-
lines are a very small part of it. If the 
entire European fleet were grounded, 
the impact on the environment would 
be barely noticeable. 

The key question is not what is hap-
pening now, but what might happen in 
the future. Demand for air travel is in 
sustained growth, and this growth 
trend must be reconciled with the need 
to contain emissions. 

First and foremost, containing emis-
sions clearly involves fuel manage-
ment. AEA’s Emissions Containment 
Policy, a cornerstone of environmental 

strategy, approaches this from three 
angles. Firstly, what can the airlines 
themselves do, in terms of operational 
best practice? 

Secondly, how can the airlines, in co-
operation with aircraft and engine 
manufacturers, upgrade the fuel econ-
omy of their entire fleets? This is an 
issue which combines research & de-
velopment with investment decisions, 
as well as commercial strategies. 

Then there are the huge potential sav-
ings associated with the adequate 
provision of infrastructure. The ongo-
ing rationalisation of European air-
space – if it is properly handled – of-
fers very large reductions in emissions 
as aircraft are able to fly optimal route-
ings and flight profiles. 

Adequate airport capacity would re-
move bottlenecks which see aircraft 
flying holding patterns as they wait for 
landing slots. 

For economically hard-pressed air-
lines, wasted fuel is wasted money. At 
record fuel price levels, taking what-
ever action is appropriate to reduce 
fuel burn assumes an ever higher pri-
ority. 

Measured over time, unit fuel con-
sumption follows a constantly-
decreasing trend. It is certain that, 
when figures for 2005-6 are available 
for analysis, that trend will be seen to 
have improved still further. New tech-
nologies and infrastructure improve-
ments will cause it to shift dramatically. 

When these effects are taken into ac-
count, it is clear that the emissions 
trend line will be considerably lower 
than the demand curve. 

If further action is appropriate, AEA 
believes that economic instruments 
could be used in combination with the 
other elements of the Emissions Con-
tainment Policy, but should have a 
clear environmental rather than fiscal 
objective. 

AEA airlines are prepared to contribute 
to an efficient and effective Emissions 
Trading Scheme which would address 
the environmental implications of 
growth. It should be simple and man-
ageable, but above all it should fulfil 
two conditions: 

! that it should not lead to distortions 
of competition between European 
carriers, or between European net-
work carriers and their non-
European competitors; 

! and that it should bring genuine 
environmental benefits. 

In this respect, a global solution would 
be infinitely preferable to a European 
one. A purely European solution, even 
if it could be designed to avoid dis-
crimination and distortion, would be 
brought to bear on a very small portion 
of the world’s aviation CO2, and an 
immeasurably small portion of global 
CO2 from all sources. 

The industry is committed to the sus-
tainable growth of air transport in 
Europe, and to any measures that will 
help to maintain an optimal balance 
between economic progress, social 
development and environmental re-
sponsibility. 
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Tax: 
For better or for worse 

The early months of 2006 have seen a 
succession of proposals from various 
European countries to increase the tax 
burden on airline passengers. 

In January, the Austrian Chancellor 
announced – in all seriousness – that 
an airline ticket tax could be used to 
fund EU budget deficits. In the same 
month, the Swedish government an-
nounced its intention to introduce a 
substantial environmental tax – up to 
€45 – on journeys to, from and within 
Sweden. 

Meanwhile, the French government 
has been enlisting support for its pro-
posal to tax tickets in order to fund 
development aid. At a conference in 
February, eleven countries indicated 
their willingness to join the scheme – 
in Europe, Norway, Cyprus and Lux-
embourg, and a number of countries in 
the developing world. 

Beneath a great deal of rhetoric con-
cerning these initiatives lies a simple 
premise: at the level of the individual 
passenger making a travel decision, 
either he will pay the tax and fly (and 
consequently generate tax revenue), 
or he will choose to stay on the 
ground. 

Evidently, the French and Austrian 
proposals are aimed at raising money.  
The Swedish proposal, on the other 
hand, has the primary objective of 
managing demand with a view to re-
ducing environmental impact – in other 
words, pricing passengers out of the 
sky. 

While the Austrian proposal will proba-
bly remain a footnote of history, it illus-
trates the willingness of governments 
to treat the airline sector as a cash 
cow, an easy target for money-raising 
schemes. 

In common with the French tax-for-aid 
proposal, the proposed destination of 
the fiscal revenue would have nothing 
to do with air transport. 

Indeed, the French suggestion is more 
bizarre, since the airline industry con-
tributes massively to the very countries 
who are the planned beneficiaries of 
the tax. 

European airlines invest heavily in all 
the countries they fly to. They are re-
spected and responsible employers of 
substantial local workforces. They 
spend heavily on local suppliers and 
service providers. 

The airlines are the conveyor of much-
needed tourism revenues. According 
to the World Tourism Organisation, 
80% of the world’s poor live in just 12 
countries – and in 11 of those coun-
tries, tourism is significant and grow-
ing. 

Air links facilitate trade, and give local 
producers access to global markets. 

The French scheme foresees a sym-
bolic tax on short-haul leisure travel-
lers. However, the bulk of the revenue 
would come from much higher levies 
penalising business and long-haul 
travel. 

The issue of environmental tax, in 
whatever format, involves a quantum 
leap in the levels of taxation under 
consideration. Clearly, such a tax will 
not achieve its objective unless pas-
sengers are dissuaded from travelling 
in sufficient numbers as to bring about 
a reduction in flying activity, and con-
sequently environmental impact. 

Proposals circulating in 2005 give a 
clue to the magnitude of the effects 
under discussion. One scenario pro-
jected a reduction in demand of 25% 
on intra-European flights and 15% 
between Europe and non-European 
destinations. 

That would translate into a reduction in 
passenger boardings, year-on-year, of 
about 75 million for AEA airlines.  
Their annual revenue losses would be 
in the order of €9 billion. Job losses 

are estimated at 83,000 in direct em-
ployment alone. 

These figures assume that the de-
mand reduction would permeate 
evenly throughout the sector. More 
likely is that some airlines would disap-
pear, and it is certain that many com-
munities would lose all or most of their 
air service. 

From a political point of view, the most 
disturbing aspect is of a key growth 
industry being managed into decline, 
and an amenity on which society 
places a high value being circum-
scribed for the most questionable of 
environmental benefits. 
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International Relations in the 
Airline Business 

The current year – 2006 – had been 
widely flagged as likely to witness the 
long-awaited signing of a comprehen-
sive aviation agreement between the 
EU and the United States. 

This will not now happen. The sticking 
point has been the US approach to 
relaxing the rules restricting foreign 
ownership of US airlines – currently 
25%, compared to 49% in the EU. 

As this is a highly-politicised subject in 
the US, the Department of Transporta-
tion has sought to work through a 
separate rulemaking process rather 
than incorporate it into the general 
agreement and to separate the notion 
of ‘control’ from ‘ownership’ by desig-
nating no-go areas of corporate deci-
sion-making for non-US shareholders. 

The EU have signalled that, if the own-
ership rule is acceptable to Member 
States, the way will be clear for signa-
ture of the broader agreement. The 
revised timescale currently points to a 
US position finalised towards the end 
of 2006, with possible implementation 
of a subsequent agreement in time for 
the Summer 2007 traffic season, start-
ing at the end of March next year. 

AEA continues to believe that a sub-
stantially liberalised aviation area en-
compassing the three major markets – 
Europe, the US, and the North Atlantic 
routes which link the two – will be 
beneficial to airlines and consumers 
alike, on both sides. 

These negotiations, with the EU’s larg-
est (by far) aviation trading partner, 
are part of an ongoing overhaul of 
external relations affecting the indus-
try, driven by a number of factors. 

Clearly, the success of the European 
Single Market for aviation has shown 
that alternatives to the traditional bilat-
eral-based system can and do work.. 
Legal decisions have brought into 
question the continued inclusion of the 
‘nationality clause’ in bilaterals involv-
ing EU states*. Meanwhile the Euro-

pean Commission has been active in 
extending its responsibilities within 
aviation external relations. 

A glance at the Commission’s agenda 
reveals the breadth and depth of their 
involvement. Closest to home, the 
European Common Aviation Area – 
the liberalised Single Market – is in the 
process of being extended with the 
addition of eight SE European coun-
tries. 

Once ECAA partners have fully imple-
mented Community aviation law – in 
areas such as economic regulation, 
safety and security, air traffic manage-
ment, protection of the consumer and 
the environment, and competition 
rules, ECAA airlines will have open 
access to the EU market. 

Similar comprehensive agreements 
with other neighbouring countries are 
in the pipeline, with Morocco and 
Ukraine in the lead. In both cases 
‘regulatory convergence’ will deter-
mine the degree to which the EU mar-
ket is opened to carriers of those 
countries. 

Beyond lies Russia, a market of evi-
dent importance for EU carriers. Here 
the agreement issue is complicated by 
the Russian insistence on maintaining 
overflight fees for European aircraft 
transiting Siberian airspace en route to 
the Far East. 

These payments constitute a cost bur-
den which currently amounts to about 
€300 million annually for the AEA air-
lines. Russia, in the context of acces-
sion to WTO membership, has indi-
cated a possible phase-out in 2014, 
but protracted negotiations can be 
anticipated. 

Beyond the EU’s neighbours, and be-
yond the USA, the Commission has 
identified other targets for creating and 
extending liberalised markets through 
comprehensive air transport agree-
ments. 

Some of these are countries which 
have an established liberal approach 
to aviation policy. The Commission 
has identified Australia, New Zealand 
and Chile in this group as candidates 
for negotiation. However, these are 
very distant markets with limited direct 
service from Europe, and in the case 
of ANZ, the presence of vigorous 
sixth-freedom competitors at interme-
diate points on the route. 

The Commission has also singled out 
two very large emerging markets – 
China and India – as potential key 
aviation partners. Each has its particu-
lar features which present challenges 
– commercial, regulatory and opera-
tional – to EU airlines seeking to do 
business in these countries, and which 
will have to be addressed in the pur-
suit of convergence. 

The guiding principle for EU policy on 
external air transport should be to 
bring added value for the EU industry 
and consumers. 

The starting point for determining 
added value should be to identify the 
needs of the industry. Consequently, 
the industry should be fully consulted 
as to where its needs lie. 

Added value is achieved by first guar-
anteeing a level playing field through 
regulatory convergence, as well as 
adequate infrastructures. In these re-
spects, Community rather than na-
tional bilateral negotiation may hold 
out better prospects for favourable 
outcomes. 

* a typical bilateral will limit operations to airlines 
from country A or country B.  In EU law, ‘country 
A carriers’ must be replaced by ‘EU carriers’. 
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Airlines and airports: 
How do they relate? 

Airlines cannot function without air-
ports; an airport would be a fairly 
meaningless extravagance without 
airlines. Their mutual interdependence 
is self-evident. 

The relationship between airlines and 
airports is a complex one, interacting 
as they do on many levels – technical, 
operational and commercial. Much of 
the industry’s environmental impact 
occurs in the immediate vicinity of air-
ports. Many of the security measures 
which increasingly burden the industry 
and its customers are applied at air-
ports. 

Major airports support extensive zones 
of economic activity and are magnets 
for businesses which require good 
transport links. Within the airport termi-
nals, the presence of large numbers of 
mostly affluent consumers provides a 
ready-made customer base for a wide 
variety of retail and other services. 

Above all, the airline/airport relation-
ship is a commercial one. AEA airlines 
spend in excess of €2.0 billion in 
Europe each year in airport user fees 
and charges, a figure which has come 
under intense scrutiny in recent years, 
and particularly in the aftermath of 
9/11 when airports sought to recover 
lost revenues from decreasing traffic 
levels, through the pricing mechanism. 

Late 2005 and early 2006 have seen a 
perceptible change in the political cli-
mate surrounding European aviation.  
The Commission has adopted a 
stance which expressly involves listen-
ing to industry positions and involving 
stakeholders in all phases of decision-
making processes. 

The Council, too, has become active in 
aviation matters, exemplified by the 
Austrian Presidency for the first half of 
2006, which organised an Aviation 
Summit in Salzburg which enabled 
European aviation authorities to dis-
cuss with all sectors of the industry a 
framework for sustainable growth. 

In line with the political initiatives, the 
airlines and the airports – through their 
representative bodies, have been ac-
tively pursuing a more cooperative 
working relationship. 

From the carriers’ point of view, a 
prosperous and growing industry is in 
the best interests, not only of the air-
lines themselves, but the airports, the 
other industry stakeholders, and for 
Europe. 

Of particular significance is the emer-
gence of new competitors for Euro-
pean longhaul traffic in the shape of 
strong State-supported airline/airport 
partnerships in the Middle East, build-
ing massive hub-based networks 
along the main East-West traffic flows. 

At the heart of an eventual European 
airports policy should be a Capacity 
Master Plan, with political support 
through the Trans-European Networks 
programme which so far has signally 
neglected air transport. 

The Master Plan should address the 
global accessibility which is a key fea-
ture of the Lisbon Strategy, and conse-
quently pay due attention to hub air-
ports. In doing so it should distance 
itself from the scarce-resource man-
agement policy implied in the slot allo-
cation system. 

At the same time, it should provide 
guidance on the relationship between 
major, secondary and regional air-
ports, so as to prevent discriminatory 
treatment and distortion of competition 
between them and their operators. 

In the context of a Capacity Master 
Plan, the EU should also define a true 
policy for air/rail cooperation, so as to 
promote complementarity rather than 
arbitrary modal shift from air to rail. 

A further aspect of an airports policy 
should be the long-awaited completion 
of the ground handling liberalisation 
process. Despite the 1996 Directive 
which was aimed at opening up the 

sector, ten years on free access is still 
not a reality at all European airports. 

The third area requiring regulatory 
attention is that of pricing. Airports act 
as natural monopolies and conse-
quently enjoy considerable market 
power over airlines. 

An eventual Regulation on airport 
charges should contain the following 
elements: 

! A price cap, encouraging the airport 
to become more cost-efficient and 
productive; 

! Transparency, to identify financial 
flows between different terminals 
and activities within the same air-
port, and between different airports 
within an airport system or within a 
consolidated holding group; 

! Non-discrimination, to prevent dis-
tortion of competition and unequal 
treatment between different users; 

! Cost-relatedness to control costs; 

! Consultation, mandated at a level 
above that which currently prevails 
at many European airports; 

! Arbitration, by an independent 
body, functioning proactively. 

A charging policy should also make 
special provision for existing privatised 
airports and those which are in the 
process of privatisation or other forms 
of commercialisation. Without hamper-
ing the entrepreneurial freedom of 
privatised airports, the policy should 
recognise that they remain monopo-
lies, and all the more likely to allocate 
infrastructure to more-profitable com-
mercial activities, to the detriment of 
their aeronautical business. 
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Airport Slots: 
Managing or mismanaging a scarce resource 

The first EU Regulation on airport slots 
became law on 18th January 1993, 
less than three weeks after the imple-
mentation of the Third Package of 
liberalisation measures, creating the 
Single Market for air transport between 
EU Member States. 

Evidently, the regulators had decided 
in advance that liberalisation alone 
would not deliver a free-market utopia, 
and that it would have to be given a 
little help, moulded into shape by 
some judicious rule-making. 

In fact, when the Commission first 
presented its proposal for slot alloca-
tion rules in 1991, they claimed that 
the lack of adequate airport infrastruc-
ture would frustrate the Council’s pol-
icy of market entry and competition. 

Fifteen years on, European consumers 
have an array of travel options, at 
rock-bottom prices offered both by no-
frills and full-service airlines, operating 
out of both major hub and uncon-
gested regional airports. Whether this 
situation has arisen because of, or in 
spite of, the 1993 rule is open to ques-
tion. 

What is not open to question is that an 
allocation has never created a single 
additional slot – and that the underly-
ing problem of ongoing airport capacity 
shortage is more acute than ever. 

The original Slot Regulation was 
amended in April 2004, in a so-called 
‘technical revision’. Already there are 
moves for further changes. The regu-
lators’ appetite for micro-management 
of the industry seems to be as strong 
as ever. 

A great deal of debate surrounds his-
toric precedence, commonly referred 
to as ‘grandfather rights’, which were 
recognised in the original Regulation 
but have been undermined in subse-
quent proposals. 

This is not an arbitrary principle; it is 
precisely because airlines have in-

vested into product development at a 
specific airport that access to that air-
port has acquired value. Historic rights 
ensure the integrity of the product, and 
bring economic stability to both air-
ports and airlines. 

Nor should slots, under the present 
regime, be regarded as ‘free’. Airlines 
pay handsomely for access to airport 
infrastructure. With some honourable 
exceptions, the busier the airport, the 
higher the landing fees and passenger 
charges will tend to be. 

While the 2004 slot revision severely 
curtailed some of the flexibility inherent 
in the previous regime, it maintained 
the facility for airlines to exchange 
slots under the ‘secondary trading’ 
process. Member States adopt their 
own interpretation as to whether these 
exchanges can include monetary com-
pensation, but in any case such trans-
fers are invariably used as a schedul-
ing tool rather than a commercial 
transaction. 

Much more questionable would be a 
primary trading mechanism whereby 
slots would be ‘owned’ by the airport 
and distributed by auction. Such a 
system would provide airports with a 
strong incentive to maintain conges-
tion, since slot value would increase 
with scarcity. 

As long as the underlying problem of 
inadequate infrastructure is not ad-
dressed, a slot allocation system will 
be necessary to facilitate market ac-
cess at congested airports and ensure 
fair competition between operators. 

However it should not divert attention 
from the overriding need for a truly 
European policy on the expansion of 
airport infrastructure. Adequate capac-
ity should be the rule, congestion the 
exception, and slot allocation a histori-
cal footnote. 
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SESAR: 
Providing a Technical Framework for the Single Sky 

Airlines in Europe are faced with a 
highly-fragmented airspace, and a 
highly-fragmented system of managing 
it. 

Compared to the USA, where a single 
ATM system handles much greater 
traffic volume with much less technical 
sophistication, European airlines’ costs 
for ATM service provision are consid-
erably higher and congestion remains 
one of air transport’s most pressing 
long-term challenges. 

Congestion causes delays for passen-
gers and expensive operational coun-
termeasures for airlines. It causes 
aircraft to be assigned circuitous route-
ings and sub-optimal flight profiles – 
equivalent to driving long distances in 
third gear. The consequent waste of 
fuel is not just costly, it has a very sig-
nificant environmental impact. 

In its review of 2004, the Performance 
Review Commission of Eurocontrol 
estimated the potential savings in air-
line direct operating costs associated 
with optimal flight profiles amounted to 
€1.8 billion annually. €2bn could be 
saved by the elimination of ATM frag-
mentation, along with a reduction of 
€327 million in climate change impact 
costs. 

Such, then, is the importance of the 
European Single Sky process and the 
technical programme, known as 
SESAR, which underpins it. SESAR is 
an ambitious project, with a 15-year 
timeframe (2005-2020), bringing to-
gether airspace users – both civil and 
military – regulators and ATM service 
providers in a unique partnership. 

From the outset, SESAR has been an 
industry initiative, and it is of the ut-
most importance that the airspace 
users will have an adequate say in 
how the programme progresses. 

Recent developments in the form of a 
European Commission Communica-
tion, and a Draft Regulation on the 
setting up of a public-private joint un-

dertaking to manage the definition 
phase of SESAR, indicate that the 
regulators are moving away from guar-
antees to industry that it will drive the 
development of the project. 

Clearly, the Single European Sky has 
a strong political component, involving 
a move away from national airspaces 
and national ATM providers. Inasmuch 
as EU Member States are committing 
public money to the project, they need 
to have control over how it is spent. 

Nevertheless, it is the airspace users 
who are only too aware of the short-
comings of the present fragmented 
system, and who know which opera-
tional requirements drive which meas-
ures to ensure improvements. 

Airlines and other airspace users pay 
the full operating cost of the present 
system, and will pay the full operating 
cost of the future system. It is essential 
that they have an appropriate say in 
the development and implementation 
of the Master Plan for European ATM. 
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Passenger Data: 
Security Enhancement or Legal and Political Minefield 

A judgement of the European Court of 
Justice at the end of June has called 
into question the transfer of data on 
arriving passengers to US security 
authorities. 

In the aftermath of 9/11 the US de-
cided it needed passenger information 
to assist in the fight against terror. The 
primary source would be the booking 
data contained in the Passenger 
Name Record (PNR) which is the ba-
sic block of information used in Com-
puter Reservations Systems. 

The PNR contains just four basic items 
of information - name, itinerary, a con-
tact number (which could be just a 
travel agency no.) and 'ticketing time 
limit', the date by which the ticket must 
be issued. 

However, the PNR also is used to 
store a great deal of additional infor-
mation about the passenger which is 
of interest to the airline – how he paid 
for his ticket (maybe including credit 
card number), special meal requests 
or other requests for special assis-
tance, and so on. Typically, these are 
areas which ring data-protection alarm 
bells in Europe. 

During the course of 2003 there arose 
the situation where some airlines were 
passing data, possibly in breach of EU 
rules, while others were refusing data, 
in breach of US rules. It was clearly an 
unsustainable situation. 

Consequently the European Commis-
sion began negotiating with the US on 
a package of measures which would 
satisfy both US security requirements 
and EU data-protection concerns. 
Along the way they had to contend 
with a European Parliament anxious to 
ensure data protection. The eventual 
agreement in May 2004 obtained an 
adequacy ruling from the Commission 
and subsequent approval by the Coun-
cil. 

However, ongoing concerns on the 
part of the Parliament caused them to 
initiate the court case with the ECJ. 

The ruling is essentially a technical 
one. Both the Commission and the 
Council decisions took as their legal 
basis Article 95 of the EU Treaty which 
refers to the free movement of data. 

However, Article 95 was designed as 
an instrument to facilitate the EU inter-
nal market and the court ruled that it 
had nothing to do with dealings with 
non-EU countries on matters of terror-
ism, security and crime prevention, 
and therefore those decisions were 
taken without the appropriate legal 
validity. 

The ECJ judgement has given the 
Commission's lawyers four months, to 
September 30th, to come up with a 
basis in law which will enable them to 
ratify the agreement. 

The data flow at the US end is handled 
by the Customs & Border Protection 
agency, which is a division of the De-
partment of Homeland Security. As 
well as PNR data, they also require 
so-called 'APIS+' data (Advance Pas-
senger Information System). This is 
not part of the court ruling issue and 
does not have particular data-
protection complications, but is ex-
tremely burdensome for the airlines 

who have to manually collect and 
transmit the data, normally at check-in. 

The USA is not alone in requiring pas-
senger data to be transmitted in ad-
vance of travel. Several other coun-
tries, including Canada, India, Austra-
lia and Korea, have introduced similar 
systems. All have differing require-
ments, many involve data which is not 
available in electronic formats, and 
some threaten heavy sanctions for 
non-compliance. 

This is illustrative of the dilemma faced 
by airlines in the post-9/11 environ-
ment. Evidently, they are anxious to 
cooperate with government agencies 
on anti-terrorism measures, but are 
equally mindful of their passengers’ 
rights in the field of personal data pro-
tection. 

Many of the security-related demands 
placed upon them are extremely bur-
densome in terms of cost, time and 
manpower. It is clear, however, that 
they are not aimed at the protection of 
the aircraft or its passengers, but the 
border security at destination. Quite 
aside from the issue of the legality of 
data transfer, airlines would question 
why it is they who are footing the bill. 

1P- UR48MF
  1. 1HEAD/RICHARD*ADT  2. 1HEAD/JANET*ADT
  3. 1HEAD/RICHARD*CHD
  1  FY 666Y 28FEB SA FCOCDG  MK2   930P   1130P/O E
  2  UU  72Y 29FEB SU CDGATL  MK2   125A    635A/O E
  3  UU  73Y 17MAR WE ATLCDG  MK2  1030A   1145P/O E
  4  FY 665Y 18MAR TH CDGFCO  MK2   730A    930A/X E
P- 1.ZA770 678-4599-T/IMAGINARY TRAVEL/ JODIE
T- TLT-1-GSFY-17:00/03FEB TKNO
TKG FAX-NOT PRICED  FARE TYPE EX

PNR-Passenger Name Record
Passenger

Flight Number Routeing

Source: AEA
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Adria Airways 

Highlights 2005 

Tadej Tufek 
President of the Board 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Kuzmiceva 7 
1000 Ljubljana, Slovenia 
www.adria-airways.com

• Adria Airways, which is an authorised Bombardier 
centre for heavy maintenance and overhaul 
checks for third parties in Europe, branched out 
into third-party maintenance service on Airbus 
A320s, on behalf of Air France Industries. 

• To accommodate the expansion of their mainte-
nance work a new hangar was opened. The han-
gar represents an investment of EUR 2.5 million, 
offering 2,250m2 of space, able to accommodate 
three CRJ aircraft and one Airbus. Third party 
maintenance represented about 10% of the air-
line’s revenue in 2004. 

• Adria opened a new twice-weekly service to War-
saw in September, following the success of the 
year-old code-share agreement with, and oper-
ated by, LOT. LOT will continue to operate the 
route too. 

• In May 2006, Adria Airways' Supervisory Board 
appointed Mr. Tadej Tufek, Member of the Board 
& CFO, to the position of President of the Board. 
Mr. Tufek assumed his new position on 8 May, for 
a period of 5 years. 

Alliances

• Regional member of Star Alliance. 

• Various code-share agreements, including with Aeroflot, 
Austrian, LOT, Lufthansa, Montenegro Airlines and SWISS. 

Owned by…  
56% Slovenian Pension Fund      

20% Slovenian Restitution Fund          
13% Zvon dva holding  

5% Infond - Investment Company  

3% National Finance Corporation   

3% Employees and others  

Fleet (at 31 Dec 2005)

     3 023A subriA

     7 002 JRC riadanaC

0 01 latoT    

    

      

      

      

      

      

      

      

      

      

      

-      
      

      

      

Owner of... 

in fleet on order 

3002  2004 2005

Employees (at 31 Dec)  345 255 935 

Scheduled RPK [million] 700 711 707 

 )6.0( 5.1 3.3 ]htworg %[ KPR

Revenues [EUR mill] 122 133 135 

 3.39 8.3 9.3 ]llim RUE[ TIBE

Photo: Adria Airways 

4%

96%

Passenger
Cargo

100%

Europe

^
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Aer Lingus 

Highlights 2005 

Dermot Mannion 
Chief Executive 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Dublin Airport 
Dublin, Ireland 
www.aerlingus.com

• In early 2005 chief executive Willie Walsh, chief 
operating officer Brian Dunne and chief financial 
officer Seamus Kerney left Aer Lingus following 
their resignation from the company in November 
of the previous year. Dermot Mannion was subse-
quently appointed Chief Executive, taking up of-
fice in August 2005. Mr Mannion joined Aer Lin-
gus from Emirates Airlines of the United Arab 
Emirates. 

• The Irish Government announced a planned IPO 
and sale of a majority stake in Aer Lingus. Merrion 
Capital and Goldman Sachs were appointed as 
privatisation advisors to the Government, which 
will retain a shareholding of at least 25.1% to 
‘protect the state’s key strategic interests in the 
national carrier’. The sale is to take place ‘as soon 
as possible’, although no definitive timetable has 
been set. 

• The Irish Government gave its approval for the 
construction of a second terminal at Dublin Air-
port, to be opened in 2009. The Dublin Airport 
Authority estimates the total cost of the project at 
EUR 200-290 million. The operator of the new 
terminal will be determined following an open 
tender process. 

• With the conclusion of the financial agreement for 
its European fleet renewal program in September 
2005, Aer Lingus completed the airlines’ transition 
to a single aircraft type fleet for its short haul 
routes. The agreement covers 17 Airbus A320-
200s delivered in 2004 and 2005. 

• On 30 May 2006, Aer Lingus announced its deci-
sion to leave the OneWorld alliance it joined in 
June 2000. The company’s withdrawal will most 
likely take place in early 2007. 

Alliances

• Member of OneWorld alliance (exit planned, 2007). 

• Code-share agreements with American Airlines, British 
Airways, Crossair Europe, KLM and SWISS. 

Owned by... 
85.1% State ownership 

14.9% Aer Lingus Employees 

Fleet (at 31 Dec 2005)

    2 91 002-023A subriA
     6 002-123A subriA

     3 002-033A subriA

     4 003-033A subriA

 2 23 latoT    

      

      

      

      

      

      

      

      

      

    %02

      

      

      

Futura International Airways  

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 4,476 3,906 3,475 

Scheduled RPK [million] 10,184 11,291 12,563 

 3.11 9.01 2.71 ]htworg %[ KPR

Revenues [EUR mill] 888.3 906.8 883.0 

 4.27 0.701 0.38 ]llim RUE[ TIBE

Data not available 

in fleet on order 
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Air France 

Highlights 2005 

Jean-Cyril Spinetta 
Chairman 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

45 rue de Paris 
95747 Roissy CDG Cedex, France 
www.airfrance.com

• In April 2005, 36,000 Air France staff don their 
new uniform for the first time. It is the creation of 
French couturier Christian Lacroix. Commenting 
on the new look, the company says: ‘The result 
was worth waiting for, translating as it does that 
unique French chic into an alliance of modernity 
and tradition combined with a brand of rigorous 
professionalism simultaneously open to cultures 
from around the world’. 

• In May, the Air France-KLM merger celebrated its 
first anniversary. During that year substantial cost 
synergies were achieved through coordinated 
flight schedules and networks, the opening of joint 
ticket offices, etc. The 2004-05 financial year 
ended with an improvement of over 20% in the 
Group’s operating income. 

• One of the first key outcomes of the Air France-
KLM combination was the inauguration, in the 
spring, of the joint frequent flyer program (FFP). 
Flying Blue is the first ever European FFP with ten 
million members from the outset. 

• With the Joint Cargo Team, born on 1 October, 
cargo co-operation between Air France and KLM 
entered a new era. Integrated teams now run the 
two airlines’ networks, marketing and sales. The 
Group intends to expand on major global markets 
to become ‘carrier of preference’ for the leading 
freight forwarders. 

Alliances

• Member of SkyTeam alliance. 

• Franchisees: Régional, Brit Air, CityJet, CCM Airlines. 

• Various code-share agreements, including with Aeroflot, 
Aeromexico, Air Caledonie, Air Europa, Air Seychelles, Air 
Tahiti, Alitalia, Austrian, CCM, China Eastern Airlines, Continental Air-
lines, Croatia Airlines, CSA, Delta Airlines, Finnair, JAL, KLM, Korean 
Air Lines, Luxair, Maersk Air, Malev, Middle East Airlines, Northwest 
Airlines, PGA Portugalia Airlines, Qantas, Royal Air Maroc, Taca Inter-
national, TAROM and Tunisair. 

Owned by... 

62.7% Public float 

18.6% State ownership 

16.3% Air France employees 

2.4% Treasury stock 

Air France is 100% owned by Air France-KLM Group, which is: 

Fleet (at 31 Dec 2005)

Airbus A318 11 7 Boeing 737-500 13  
Airbus A319 44 1 Boeing 747-200F 8  

Airbus A320 67  Boeing 747-300 4  

Airbus A321 13  Boeing 747-400 16  

Airbus A330-200 16  Boeing 747-400F 5  

Airbus A340-300 20  Boeing 777-200 25  

Airbus A380-800  10 Boeing 777-200F  5 

 41 11 003-777 gnieoB   

    73 352 latoT

      

      

      

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Mar)1 102,722 102,077 102,422 

Scheduled RPK [million] 99,074 107,313 116,208 

 3.8 3.8 6.0 ]htworg %[ KPR

40/3002   2004/05 2005/06

Revenues [EUR mill]1  254,12 389,81 - 

EBIT [EUR mill]1  554,1 729,1 - 
1 Refers to Air France-KLM Group figures. FY ending 31 March.

in fleet on order 

100% Brit Air 11.95 CCM Airlines 2.87% Royal Air Maroc 

100% CityJet 7.5% Air Tahiti 2.78% Air Mauritius 
100% Régional 5.58% Tunis Air 2.09% Air Caledonie 

51% All Africa Airways1 3.57% Cameroon Airlines 2% Alitalia 

19.5% Airlinair 3.17%  Air Madagascar 1.5% Austrian 
1 Stake in holding company, 76.42% owner of Air Ivoire  

Photo: Air France 
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Cargo
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24%

14%

Europe
North Atlantic
Latin America
Africa
Middle East
Far East

in fleet on order 
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Air Malta 

Highlights 2005 

Lawrence Zammit 
Chairman 

Joe Cappello 
CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Head Office 
Luqa LQA05, Malta 
www.airmalta.com

• 2005 brought Air Malta into the second year of its 
three year business plan for the period 2004-
2007, aimed at consolidating its operations while 
successfully focusing on the reduction of its unit 
costs. 

• Air Malta’s fleet replacement project – that will see 
the airline operating an all Airbus fleet – has been 
accelerated by a year and is now expected to be 
completed by March 2007.  This has been done to 
reap more benefits in terms of fuel efficiency, fleet 
commonality and to enhance the travel experi-
ence for its passengers. 

• During 2005 Air Malta proceeded with the divest-
ment process of a number of its non-strategic 
subsidiaries with the sale of two companies. 

• Also during 2005 Air Malta launched five new 
code-share agreements with Aeroflot, Emirates 
Airlines, Libyan Arab Airlines, Maersk Air and 
Qantas Airways.  

Alliances

• Code-share agreements with Aeroflot, CSA, Emirates Airlines, Libyan 
Arab Airlines, Olympic Airlines, Qantas Airways and SN Brussels Air-
lines. 

Owned by... 
97.9% State ownership 

2.1% Private ownership 

Fleet (at 31 Dec 2005)

     5 913A subriA
     4 023A subriA

     3 003-737 gnieoB

 0 21 latoT    

      

      

      

      

      

      

      

      

      

      

49% AZZURRA Air  
(In Liquidation) 

    

      

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 1,877 1,843 1,793 

Scheduled RPK [million] 2,174 2,552 2,292 

 )2.01( 4.71 )7.5( ]htworg %[ KPR

20/3002  2004/03 2005/04

Revenues [EUR mill]1 214.9 216.9 147.7 

EBIT [EUR mill]1  )2.11( )2.02( )8.12( 
1

2003, 2004 FY ending 31 July. From 2005 FY ends 31 March; data covers 8 months, 1 August 2004 to 31 March 2005.

6%

94%

Passenger
Cargo

2%

98%

Europe

Africa

in fleet on order 
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Alitalia 

Highlights 2005 

Giancarlo Cimoli 
Chairman & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Viale Alessandro Marchetti 111 
00148 Roma, Italy 
www.alitalia.com

• Following the split of the national carrier into two 
separate companies (Alitalia Servizi and Alitalia), 
as of 1 May 2005 a workforce of 8,472 ground 
staff employees was allocated to Alitalia Servizi 
and its subsidiaries. 

• On 26 May Alitalia entered into an agreement with 
Fintecna pursuant to which on 10 November Fin-
tecna acquired a controlling stake in Alitalia Ser-
vizi, subscribing a number of shares sufficient to 
result in Fintecna acquiring control of 49.4% of 
Alitalia Servizi’s total outstanding share capital. In 
connection with this capital increase, Alitalia also 
granted to Fintecna a usufruct of 2% with respect 
to enough additional shares so as to allow Fin-
tecna to control 51.0% of the total voting rights of 
Alitalia Servizi. 

• On 7 June the European Commission gave its 
official approval to the Industrial Plan 2005-2008, 
adopted by the Alitalia Board in October 2004. 

• In this framework, the recapitalisation of Alitalia 
could take place and it was successfully con-
cluded in December 2005. As a consequence the 
Italian authorities lowered their shareholding in the 
Company below 50%. 

• In addition, the EUR 400 million bridging loan 
authorised by the European Commission in 2004, 
guaranteed by the Italian Government and pro-
vided by Dresdner Wasserstein Bank, was com-
pletely returned by Alitalia in December, before 
the term previously imposed by the Commission. 

• At present Alitalia is deeply engaged with the 
implementation of its Industrial plan. After the 
conclusion of the first phase (2005-2006), based 
on rebuilding the competitive structure of the 
Company through a full range of cost reduction, 
internal reorganisation and efficiency building 
measures, a second phase, which will cover the 
period 2007-2008, will focus on the growth and 
development. 

Alliances

• Member of SkyTeam alliance. 

• Various code-share agreements, including with Aeroflot, 
Air Alps, Air China, Air Europa, Alpi Eagles, Bulgarian Air, 
City Airline, China Airlines, Croatia Airlines, Cyprus Air-
ways, Iran Air, JAL, Jat Airways, Malev, PGA Portugalia 
Airlines, Qatar Airways, SN Brussels Airlines, TAROM and Varig.  

Owned by... 
49.9% State ownership 

35.6% Private investors 

8.2% Walter Capital Management LLP 

4.2% Newton Investment Management LTD 

2.0% Norges Bank 

Fleet (at 31 Dec 2005)

Airbus A319 12  Boeing 777-200 10  
Airbus A320 11  Boeing (Douglas) MD-11 3  

Airbus A321 23  Boeing (Douglas) MD-82 73  

ATR 421 5  Embraer RJ1451 14  

ATR 721 10  Embraer RJ1701 6  

Boeing 737-300F 1  Fokker F27 1  

Boeing 767-300 13   0 281 latoT
1 Operated by Alitalia Express       

      

      

      

      

      

      

100% Alitalia Express     

1.63% Air France-KLM     

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 22,200 20,575 11,174 

Scheduled RPK [million] 31,254 34,366 37,245 

 4.8 0.01 5.5 ]htworg %[ KPR

Revenues [EUR mill]1 4,523 4,245 4,674 

EBIT [EUR mill]1  )522( )535( )805( 
1 In accordance with Italian GAAP. 

in fleet on order 

28%

72%

Passenger
Cargo

4%

24%

11%

4%

26%

31% Europe
North Atlantic
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Far East

in fleet on order 
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Austrian

Highlights 2005 

Vagn Soerensen 
CEO (to April 2006)

Alfred Ötsch 
CEO (from May 2006)

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Fontanastrasse 1 
P.O. Box 50, 1107 Vienna, Austria 
www.austrianairlines.co.at

• By incorporating new destinations into the route 
network and increasing the existing frequency 
volume, the Austrian Airlines Group has again 
been able to build strongly on the ‘Focus East’ 
specialisation in 2005.  

• The main reasons for the slump in the economic 
result in 2005 were the high additional cost of 
kerosene, the weak demand for transfer traffic in 
the first quarter triggered by the doubling in the 
security charge, and continuing overcapacity in 
the European aviation industry.  

• Due to targeted marketing and sales measures 
and the huge effort made by the employees 
throughout the Austrian Airlines Group, however, 
record load factors from May onwards have been 
maintained, which produced a record traffic result 
of more than 10.1 million passengers carried for 
the year as a whole.  

• The market strategy aims to harness the dyna-
mism and energy of booming national economies. 
The Group already maintains a strong presence in 
eight of the ten fastest-growing aviation markets 
worldwide. The further expansion of the Eastern 
Europe product in the summer 2006 schedule 
means that 44 destinations with a total of 564 
connecting flights a week into this economic re-
gion will be on offer. The current market profile 
puts the Austrian Airlines Group in pole position in 
terms of destinations in Eastern Europe, third 
place in flight frequencies to and from the Middle 
East, and fourth when measured by European 
market share to and from Asia/Australia. 

Alliances

• Member of Star Alliance. 

• Various code-share agreements, including with Aeroflot, Air 
Canada, Air France, ANA, bmi, Bulgaria Air, El Al, Jat Air-
ways, LOT, Lufthansa, Scandinavian Airlines, SWISS, 
TAROM, Thai Airways and United Airlines.   

Owned by... 
43.5% Free float 

39.7% OIAG Austrian Privatisation Agency 

10.3% Austrian institutional shareholders  

5% Austrian Airlines 

1.5% Air France 

Fleet (at 31 Dec 2005)

Airbus A319 6 1 Canadair CRJ 100 15  
Airbus A320 8  De Havilland DHC-8-300 12  

Airbus A321 6  De Havilland DHC-8-400 10  

Airbus A330 4  Fokker 70 9  

Airbus A340 4  Fokker 100 9  

Boeing 737 6 1  3 89 latoT

     6 767 gnieoB

    1 3 777 gnieoB

      

      

      

      

      

      

100% Lauda Air     
100% Tyrolean Airways     

62% Slovenske Aerolinie a.s.      

   %5.22 Ukraine International Airlines    

Owner of... 

3002  2004 2005

Employees (Year average) 7,167 7,662 8,468 

Scheduled RPK [million] 14,537 17,520 18,842 

 6.7 5.02 4.5 ]htworg %[ KPR

Revenues [EUR mill]1 2,040 2,225 2,393 

EBIT [EUR mill]1  )001( 4.47 3.36 
1 Refers to Group figures. 

in fleet on order 

23%

77%

Passenger
Cargo

56%

1%
4%
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Europe
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Africa
Middle East
Far East

in fleet on order 
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bmi

Highlights 2005 

Sir Michael Bishop CBE 
Chairman 

Nigel Turner 
CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Donington Hall, Castle Donington 
Derby, East Midlands DE74 2SB, Great Britain  
www.flybmi.com

• 2005 was an eventful year for bmi with significant 
developments including the introduction of a new 
business model and expansion of the long haul 
network. 

• bmi made history with its first ever long haul ser-
vices from Heathrow to Mumbai and Riyadh. It 
marked the first new long haul competition from 
Heathrow from a new UK carrier for 14 years and 
the resumption of direct links by a UK airline with 
the Saudi capital. Short haul expansion saw a 
new service introduced from Heathrow to Lyon, 
France’s second biggest city. 

• bmi remained one of the most punctual airlines 
operating out of London Heathrow, one of the 
world’s busiest airports. AEA figures for 2005 
show it outperformed all competitors on punctual-
ity, including British Airways, Air France, KLM, 
Iberia and SN Brussels. 

• bmi launched a new business model in 2005 fol-
lowing research amongst 10,000 regular travel-
lers. The first phase was launched in August, with 
core elements including driving more sales 
through the website; introduction of simple, modu-
lar fare families and ‘tiny’ fares and conditions to 
mainline services; business class retained on the 
routes where demand requires it; paid-for catering 
in economy and the expansion of self check-in 
kiosks. 

• The second phase focused on how technology 
smoothes and speeds-up the booking and airport 
experience. Online check-in was introduced allow-
ing passengers to check-in and print their board-
ing card using the internet. Self check-in terminals 
at the airport were upgraded while web points 
were installed at key locations. 

Alliances

• Member of Star Alliance. 

• Various code-share agreements, including with Air Canada, 
ANA, Air New Zealand, Austrian, Gulf Air, LOT, Lufthansa, 
Qatar Airways, Royal Brunei Airlines, SAS, Singapore Air-
lines, South African Airways, Spanair, Sri Lankan Airlines, 
TAP Portugal, Thai Airways, United Airlines and Virgin Atlantic. 

Owned by... 
50% plus 1 share Sir Michael Bishop 

30% minus 1 share Lufthansa 

20% SAS 

Fleet (at 31 Dec 2005)

    3 6 001-913A subriA
     11 002-023A subriA

     8 002-123A subriA

     3 002-033A subriA

Embraer RJ1351      3 

Embraer RJ1451      11 

 3 24 latoT    
1 Operated by bmi regional.       

      

      

      

      

      

      

100% bmi regional     
100% bmibaby     

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 4,548 4,621 4,509 

    ]noillim[ KPR deludehcS

    ]htworg %[ KPR

Revenues [GBP mill]1 772 830 869 

EBIT [GBP mill]1 (9.8) (3.2) 5.5 
1 Refers to Group figures. 2005 figures are unaudited and subject to board approval 

Photo: bmi 

Data not available 

in fleet on order 
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British Airways 

Highlights 2005 

Willie Walsh 
Chief Executive 

Key Figures 

Scheduled RPK per Region (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Waterside, P.O. Box 365 
Harmondsworth UB7 0GB, Great Britain 
www.britishairways.com

3002  2004 2005

Employees (at 31 Dec) 47,702 47,370 46,841 

Scheduled RPK [million] 100,426 106,501 110,960 

 2.4 1.6 3.1 ]htworg %[ KPR

40/3002  2004/05 2005/06

Revenues [GBP mill]1 7,560 7,772 8,515 

EBIT [GBP mill]1 405 556 705 
1 Refers to Group figures incl. British Airways and BA Connect. FY ending 31 March. 

• Willie Walsh, former CEO of Aer Lingus, suc-
ceeded Rod Eddington as Chief Executive of 
British Airways in September 2005.  

• Towards year-end British Airways announced 
plans to re-structure its business with a 35% re-
duction of its 1,715 managers by March 2008. The 
job cuts will save GBP 50 million (EUR 73 million) 
and contribute towards the airline’s GBP 300 
million (EUR 437 million) employee cost reduction 
programme by March 2007. 

• New services introduced in 2005 included London 
Heathrow to Shanghai and Bangalore and ser-
vices from London Gatwick to Hassi Messaoud in 
Algeria, Salonika in Greece, Split in Croatia, Vil-
nius in Lithuania, Bucharest in Romania, Sofia in 
Bulgaria and Grenoble in France. 

• Summer 2005 saw the completion of the first part 
of the airline’s exercise to get employee’s ‘Fit for 
5’. This formed part of BA’s ongoing work to pre-
pare for the airline’s move to the brand new Ter-
minal 5 at London Heathrow in 2008.  

• Commission payments to UK travel agents on 
British Airways’ bookings were reduced from one 
percent to zero in May. 

• October saw the launch of a major campaign to 
raise awareness amongst employees of the air-
line’s pension shortfall. This was followed by dis-
cussion forums and a consultation exercise with 
staff in the goal of finding a long term solution to 
the issue.   

• British Airways undertook several initiatives to 
address aviation’s impact on the environment. 
These included lending its support for the 
‘Sustainable Aviation’ initiative, backing of the 
EU’s emissions trading scheme (ETS) and the 
launch of a voluntary scheme to enable customers 
to help offset the carbon dioxide emissions from 
their flights by making a contribution to an envi-
ronmental trust. 

Alliances

• Member of OneWorld alliance. 

• Subsidiary: BA Connect 

• Franchisees: British Mediterranean, Comair (South Africa), 
GB Airways, Loganair (UK) and Sun-Air (Denmark). 

• Various code-share agreements including with Aer Lingus, American 
Airlines, Cathay Pacific, Finnair, Iberia, JAL, LAN Airlines, Qantas and 
SN Brussels Airlines. 

Owned by… 
100% Publicly quoted company 

Fleet (at 31 Dec 2005)

Airbus A319 33  Boeing 757-200 13  
Airbus A320 27 7 Boeing 767-300 21  

Airbus A321 7 3 Boeing 777 43 

Avro RJ100 15  British Aerospace 146 4  

Boeing 737-300 5  De Havilland DHC-8 8  

Boeing 737-400 19  Embraer RJ145 28  

Boeing 737-500 9   01 982 latoT

Boeing 747-400 57     

      

      

      

      

      

      

100% BA Connect     
    %3.81

10% Iberia     

     

ComAir (South Africa)  

Owner of… 

in fleet on order 

33%

67%

Passenger
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4%

26%

5%

12%
40%

13%

Europe
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Far East

in fleet on order 
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Cargolux 

Highlights 2005 

Ulrich Ogiermann 
President & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Luxembourg Airport 
L-2990 Luxembourg, Grand Duchy of Luxembourg 
www.cargolux.com

• In 2005 Cargolux celebrated its 35th anniversary. 
In this year Cargolux recorded good growth, well 
above the modest industry average. High oil 
prices affected the costs and operating patterns of 
the company. After a short relief early in the year, 
fuel prices reached new record highs in the au-
tumn. 

• Cargolux operates a fleet of thirteen Boeing 747-
400 freighters. Industrial action at Boeing resulted 
in the late delivery of the company’s 14th B747-
400 which was added to the fleet at the end of 
November. 

• In the same month, Cargolux became launch 
customer for Boeing’s new model 747-800 with a 
firm order for 10 freighters and another 10 on 
option. The 747-800 offers a payload of 140 ton-
nes compared to the current model’s 120 tonnes 
and improved all-round performance efficiency. 
First delivery is scheduled for the third quarter of 
2009. 

• A number of new destinations were added to the 
network in 2005. Flights to Amman in Jordan 
began in March and a second frequency was 
introduced in May. Petrolina (Brazil) was added in 
June, Doha (Qatar) in July and Dammam (Saudi 
Arabia) in October. Frequencies to the Middle 
East and to China, particularly Shanghai and 
Hong Kong, were increased. 

• The shareholder issue was partially resolved late 
last year when the liquidator of 33.7% shareholder 
SAir Lines and the other shareholders agreed to 
sell the former Swissair shares to the Luxembourg 
shareholders, split according to their previous 
involvement in the company. The shareholders 
agreed to resell the newly acquired shares to one 
or more interested parties, as soon as a suitable 
strategic partner can be found. 

Alliances

• Various agreements, including with Aeromexpress, Alitalia, AZAL 
(Azerbaijan), China Airlines, China Cargo Airlines, Finnair, South Afri-
can Airways and Turkish Airlines. 

Owned by... 
34.9% Luxair 
33.7% Receiver of SAir Lines 

31.1% Luxembourg financial institutions  

0.3% Others 

Fleet (at 31 Dec 2005)

    2 41 F004-747 gnieoB
    01  F008-747 gnieoB

 21 41 latoT    

      

      

      

      

      

      

      

      

      

      

      

-      
      

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 1,394 1,323 1,403 

Scheduled RTK [million] 4,266 4,849 5,102 

 2.5 8.41 3.7 ]htworg %[ KTR

Revenues [USD mill] 958.6 1,213.3 1,436.2 

EBIT [USD mill] 120.9 128.9 125.7 

100%

0%

Passenger
Cargo

56%

13%

3%

5%

23%
North Atlantic
Latin America
Africa
Middle East
Far East

in fleet on order 

cargolux
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CSA

Highlights 2005 

Radomir Lasak 
President, Chairman of the Board 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Head Office, Ruzynè Airport 
160 08 Prague 6, Czech Republic  
www.czech-airlines.com

• CSA, as a member of SkyTeam alliance received 
US government approval to implement code-
share operations with follow alliance member 
Continental Airlines. The two companies will add 
their flight prefix to each others flights between the 
US and the Czech Republic. 

• New routes introduced by CSA in 2005 included 
to Sarajevo (Bosnia & Herzegovina), Minsk 
(Belarus), Skopje (Macedonia), Zilina (Slovakia) 
and Prague-Brno domestic link. Additional fre-
quencies to existing services were concentrated 
on Eastern European destinations. 

• In November CSA signed a co-operation agree-
ment with Czech Railways, to offer code-share 
service on Pendolino trains (high-speed ‘tilting’ 
trains) on the Ostrava-Prague route. 

• Four new aircraft were added to the fleet in 2005: 
two Airbus A320s for deployment on scheduled 
routes and two A321s for charter flights, both new 
aircraft types for the company. 

• In addition to the 2005 fleet expansion, CSA 
signed a contract for 12 new-generation aircraft 
(Airbus A320 family - A319s and A320s), in the 
first part of a major fleet renewal over coming 
years. The first three aircraft will arrive in March 
2006. Another five will be introduced in 2007 and 
the remaining four in 2008.The company selected 
a bank consortium to finance the airline’s acquisi-
tion of the narrow bodies, through a 12-year finan-
cial lease agreement. 

• In January 2006 Jaroslav Tvrdik stepped down as 
president of CSA. Radomir Lasak, a Czech busi-
ness executive with experience in company re-
structuring, was appointed his successor. 

Alliances

• Member of SkyTeam alliance. 

• Various code-share agreements, including with Aeroflot, 
Aeromexico, Aerosvit Airlines, Air France, Air Malta, Ali-
talia, Azerbaijan Airlines, Belavia Belarussian Airlines, 
Bulgaria Air, Comair, Croatia Airlines, Delta Air Lines,  
Finnair, Iberia, Jat Airways, KLM, Korean Air Lines, Malev, Olympic 
Airlines, SkyEurope Airlines, SN Brussels Airlines, SWISS, TAROM, 
Turkish Airlines and Ural Airlines. 

Owned by... 
56.43% Czech National Property Fund  

34.49% Czech Consolidation Agency  

4.33% Ceska Pojistovna a.s.  

2.94% City of Prague  

Fleet (at 31 Dec 2005)

     4 003-013A subriA
    6  001-913A subriA

     2  002-023A subriA

     2 002-123A subriA

     1 003-24 RTA

     2 004-24 RTA

     7 005-24 RTA

     4 002-27 RTA

     51 004-737 gnieoB

     51 005-737 gnieoB

 6 25 latoT    

      

      

      

-      
      

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 4,543 4,889  

Scheduled RPK [million] 4,784 5,703 6,394 

 1.21 2.91 6.42 ]htworg %[ KPR

Revenues [USD mill] 673.3 859.4  

EBIT [USD mill] 28.0 42.4  

Photo: CSA 

0.98% City of Bratislava  

0.49% Endowment Fund  

0.24% Fund of National Property of 
Slovak Republic  

7%

93%

Passenger
Cargo

4%

1%
6%

27%

62%

Europe
North Atlantic
Africa
Middle East
Far East

in fleet on order 

‘
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Croatia Airlines 

Highlights 2005 

Ivan Mišetic
President & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Savska 41 
10000 Zagreb, Croatia  
www.croatiaairlines.hr

• In 2005 Croatia Airlines transported record high 
number of passengers, as the interest in Croatia 
as a tourist destination continued to improve. 
August was the busiest month with 193,425 pas-
sengers, of which 75% travelled on international 
routes. 

• To meet this extra demand a new aircraft was 
added to the fleet, increasing seat capacity by 
12%. 

• The company’s year-end financial result came 
under pressure from the high cost of fuel in 2005. 
A net loss of EUR 3 million was reported, com-
pared to a profit of EUR 5 million in 2004. 

• In December the company signed a code-share 
agreement with Bosnia’s air carrier BH Airlines. 
Under the deal flights between Mostar and Zagreb 
will be operated by BH Airlines, whilst Croatia 
Airlines will operate the majority of services 
scheduled between the two capitals, Zagreb and 
Sarajevo. The deal will go into effect in early 

Alliances

• Regional member of Star Alliance. 

• Various code-share agreements, including with Air Bosna, 
Alitalia, Air France, Austrian, BH Airlines, CSA, Lufthansa, 
LOT, SN Brussels Airlines and Turkish Airlines.  

Owned by... 
94.08% State ownership 

2.44% State Agency for Deposit Insurance and Bank Rehabilitation  

1.65% Croatian Privatization Fund  

1.83% Others 

Fleet (at 31 Dec 2005)

     4 913A subriA
     4 023A subriA

     3 24 RTA
 0 11 latoT    

      

      

      

      

      

      

      

      

      

      

-      
      

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 1,045 1,080 1,037 

Scheduled RPK [million] 870 941 973 

 5.3 1.8 9.01 ]htworg %[ KPR

Revenues [EUR mill] 176.6 179.7 189.5 

 5.4 8.31 1.71 ]llim RUE[ TIBE

Photo: Croatia Airlines 

3%

97%

Passenger
Cargo

97%

3%

Europe

Middle East

in fleet on order 

‘
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Cyprus Airways 

Highlights 2005 

Lazaros Savvides 
Chairman 

Christos Kyriakides 
General Manager 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

21 Alkeou Street, 2404 Engomi, P.O. Box 21903 
1514 Nicosia, Cyprus  
www.cyprusairways.com

• Although the company’s financial performance 
improved in 2005, the accumulated losses of the 
last 3 years forced the company to seek rescue 
and restructuring aid through its major share-
holder, the government. 

• Rescue aid was approved in May 2005, whilst a 
restructuring plan was filed with the European 
Commission in November. 

• As expected, the main focus of activity during the 
year was the earnest perusal of the restructuring 
plan. In fact the plan adopted in 2004 was revis-
ited and made more vigorous in 2005. 

• It was in line with the provisions of this plan that 
the company proceeded with the withdrawal in 
2004 of two A320 aircraft from its fleet of sched-
uled services (sold one aircraft and leased out the 
second), the trimming of its network and with 
Union negotiations for a significant reduction in 
and staff numbers and personnel costs. 

• Moreover, there was a strategic repositioning of 
Hellas Jet, the company's subsidiary in Greece, 
which during the course of the year had its busi-
ness model changed from a pure scheduled op-
erator to an aircraft lessor. 

Alliances

• Various code-share agreements, including with Aeroflot, Aerosvit Air-
lines, Alitalia, El Al, Gulf Air, KLM, LOT, Olympic Airlines, Royal Jorda-
nian, SN Brussels Airlines and Syrian Arab Airlines.  

Owned by... 
69.62% State ownership 

30.38% Private shareholders 

Fleet (at 31 Dec 2005)

     2 001-913A subriA
     7 002-023A subriA

     2 002-033A subriA

 0 11 latoT    

      

      

      

      

      

      

      

      

      

      

100% Eurocypria     
100% Hellas Jet     

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 2,079 1,965 1,794 

Scheduled RPK [million] 3,352 3,421 3,187 

 )9.6( 1.2 3.2 ]htworg %[ KPR

Revenues [EUR mill] 246 247 251 

 )8.24( )7.77( )5.44( ]llim RUE[ TIBE

Photo: Cyprus Airways 

15%
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Passenger
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Europe

Middle East

in fleet on order 
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Finnair

Highlights 2005 

Jukka Hienonen 
President & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

P.O. Box 15 
01053 Finnair, Finland  
www.finnair.com

• Keijo Suila, President and CEO of Finnair for the 
last eight years resigned at the end of the year, 
and was succeeded by Jukka Hienonen, effective 
from 1 January 2006. 

• Year 2005 brought changes to Finnair’s owner-
ship structure. In February Icelandair parent FL 
group’s investment subsidiary increased its voting 
rights in Finnair, as Icelandic investors increased 
their share from 2.4% to 6.1%. In early 2006 this 
share increased again, to just under 10%. 

• The company which traditionally has a strong 
focus on Asia, expanded its offer to the region, 
including the introduction of a new service to 
Guangzhou. This is the company’s fourth destina-
tion in China, after Beijing, Shanghai and Hong 
Kong. Additional long haul capacity was added at 
year-end, in anticipation of the start-up of a new 
service to Nagoya, scheduled for June 2006, and 
the third city served in Japan after Tokyo and 
Osaka, and to Delhi in India, to be introduced in 
the 2006 winter timetable. This strategic expan-
sion means Asia now accounts for about one 
quarter of the company’s passenger and cargo 
revenues. 

• Finnair announced new code-share agreements in 
2005, with future OneWorld airline JAL on flights 
within Japan; with American Airlines on services 
between Chicago O’Hare and Manchester (UK) 
and with Qantas on flights between Helsinki and 
Brisbane, via Singapore. 

• In the fleet Finnair took delivery of four 76-seater 
Embraer RJ170 aircraft. A further six of this type 
are still on order. The company also has six 100-
seater RJ190 on order. These aircraft will replace 
the MD80s which will be phased out. The Euro-
pean and domestic fleet will thus be simplified to 
two aircraft types: Airbus – a mix of A319s, A320s 
and A321s – and Embraer. The MD11 in the fleet, 
deployed on long haul routes, were increased by 
an additional aircraft, to seven. The long haul fleet 
is also slated for renewal, with the introduction 
from 2007 of four Airbus A340-300, and from 
2011 of nine Airbus A350s. Charter services are 
operated with Boeing 757, of which there are 
seven in the fleet.  

Alliances

• Member of OneWorld alliance. 

• Various code-share agreements, including with Aeroflot, Air 
China, Air France, American Airlines, British Airways, City 
Airline, Czech Airlines, FinnComm Airlines, Iberia, JAL, 
Lithuanian Airlines, Malev, Qantas, Sun Air and Ukraine 
International. 

Owned by... 
57.04% State of Finland 

5.82% Burdaras 

3.98% Odin Norden 

2.43% Tapiola Group 

30.75% Others (<1%) 

Fleet (at 31 Dec 2005)

     11 001-913A subriA
Airbus A320-200 12     

     6 002-123A subriA

Airbus A340-400  4    

Airbus A350-900  9    

     8 27 RTA

     7 002-757 gnieoB

     7 11-DM )salguoD( gnieoB

     2 28-DM )salguoD( gnieoB

     3 38-DM )salguoD( gnieoB

    6 4 071JR rearbmE

    6  091JR rearbmE

 52 06 latoT    

      

100% Flynordic (Sweden)     
    %94

      

      

Aero Airlines (Estonia)  

Owner of... 

3002  2004 2005

Employees (Year average) 9,981 9,522 9,447 

Scheduled RPK [million] 8,645 10,476 11,174 

 7.6 2.12 2.2 ]htworg %[ KPR

Revenues [EUR mill]1 1,558 1,683 1,871 

EBIT [EUR mill]1  28 13 )91( 
1 Refers to Group figures.

28%

72%

Passenger
Cargo

37%

11%

52%

Europe

North Atlantic

Far East

in fleet on order 
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Iberia

Highlights 2005 

Fernando Conte 
Chairman & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Calle Velazquez 130 
28006 Madrid, Spain 
www.iberia.com

• In 2005 Iberia Group recorded a net profit of EUR 
396 million, double the result achieved in 2004 
and the company’s best result on record. 

• With European Commission approval for a 6-year 
alliance with British Airways received in late 2004, 
the two carriers launched their first co-ordinated 
route in 2005, with the merged operation of Ma-
drid and Barcelona to London’s Heathrow airport. 
The alliance covers network co-ordination, cost 
and revenue sharing, joint sales, marketing and 
distribution and cargo operations. 

• In 2005 Iberia signed new code-share agreements 
with Air Senegal and Air Europa for services to 
Dakar and Quito-Guayaquil respectively. 

• With tougher visa requirements for transiting the 
USA in place post 9/11, Iberia abandoned its 
Miami hub in October 2004. The company was 
nevertheless able to retain and reinforce its pres-
ence in Latin America. Guatemala, Panama, San 
Jose are served with direct flights from Madrid. 
Other destinations are served through code-share 
operations with local carriers, including TACA and 
Mexicana. 

• In the fleet Iberia entered into an agreement with 
Airbus, covering 30 aircraft orders and a further 
49 options, to replace MD-80s, B757s and older 
generation A320s currently in the fleet. The order 
includes 15 Airbus A318s, nine A320s and six 
A321s. Deliveries are expected in 2006-2008. 

Alliances

• Member of OneWorld alliance. 

• Franchisee: Iberia Regional (Air Nostrum). 

• Various code-share agreements, including with American 
Airlines, Avianca, British Airways, Cathay Pacific, Comair, 
CSA, El Al, Finnair, GB Airways, JAL, LAN Airlines, Mexicana, Royal Air 
Maroc, Royal Jordanian Airlines, SN Brussels Airlines, SWISS, Syrian 
Arab Airlines, TACA, TAROM, TAM and Ukraine International. 

Owned by... 

60% Privately held 

30% Banks and various companies 

9% British Airways 

1% American Airways 

Fleet (at 31 Dec 2005)

    01  001-813A subriA

    7 7 001-913A subriA

    21 06 002-023A subriA

    3 41 002-123A subriA

     81 003-043A subriA

    3 01 006-043A subriA

     1 004-747 gnieoB

     8 002-757 gnieoB

     81 78-DM )salguoD( gnieoB

     21 88-DM )salguoD( gnieoB

 53 841 latoT    

      

      

      

-      
      

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 26,314 24,993  

Scheduled RPK [million] 41,958 45,765 49,019 

 1.7 1.9 7.3 ]htworg %[ KPR

Revenues [EUR mill] 4,551 4285 4404 

 5.46 3.201 2.931 ]llim RUE[ TIBE

Photo: Iberia 

Madrid Barajas T4 opened in February 2006. The terminal 
consists of a 38-gate main building, with a capacity of 20 
million passengers per year, and a 26-gate satellite terminal, 
which can handle a further 15 million passengers annually. 
Iberia and OneWorld partner airlines operate from the new 
terminal.
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in fleet on order 
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Icelandair 

Highlights 2005 

Jón Karl Ólafsson 
President & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Reykjavik Airport 
101 Reykjavik, Iceland  
www.icelandair.com

• Icelandair, member airline of the AEA since 1957, 
is one of 13 companies controlled by the FL 
Group (formerly known as Flugleidir Group), an 
investment company specialising in airline opera-
tion and travel services. Icelandair is the Group’s 
largest subsidiary. The airline operations within 
the FL Group are collectively known as Icelandair 
Group, and include Icelandair, Icelandair Cargo, 
Air Iceland, Bluebird Cargo, freight forwarder 
Flugflutningar and charter company Loftleidir 
Icelandic. 

• After 20 years service Sigurdur Helgason, Presi-
dent & CEO of FL Group announced his retire-
ment on 31 May. Jón Karl Ólafsson, formerly 
managing director of Air Iceland, was appointed 
his replacement. 

• FL Group’s investment subsidiary, 100% owner of 
Icelandair, gradually raised its stake holding in 
Finnair throughout the year, up from 2.4% to just 
under 10% by April 2006. It also purchased Dan-
ish budget carrier Sterling (recently merged with 
Maersk Air), and in early 2006 sold its 16.9% 
stake in easyJet, which it had built up since Octo-
ber 2004. 

• During the year Icelandair added San Francisco to 
its route network, the company’s sixth North
American gateway. 

Alliances

• Code-share agreement with SAS.  

Owned by... 

29.85% Landsbanki Íslands  

18.87% Oddaflug  

51.28 Others (<10%) 

Icelandair is 100% owned by FL Group, which is:  

Fleet (at 31 Dec 2005)

     61 002-757 gnieoB
     3 003-767 gnieoB

 0 91 latoT    

      

      

      

      

      

      

      

      

      

      

      

-      
      

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 2,110 1,020 1,800 

Scheduled RPK [million] 3,000 3,702 4,308 

 4.61 4.32 )9.5( ]htworg %[ KPR

Revenues [ISK mill] 25,700 29,057 31,463 

EBIT [ISK mill] 675 385 296 

Photo: Icelandair 
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Jat Airways 

Highlights 2005 

Nebojsa Starcevic 
Acting Director General 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Bulevar umetnosti 16 
11000 Beograd, Serbia & Montenegro 
www.jat.com

• In February 2005, Mr. Aleksandar Milutinovic, who 
held the position of President & CEO since March 
2004, was succeeded by Mr. Nebojsa Starcevic 
as interim Director General. 

• In late 2005 Serbia appointed an advisor to han-
dle the restructuring of the national carrier Jat 
Airways. The advisor is the World Bank’s private 
sector arm: International Finance (IFC). 

• Mid-year Jat Airways expanded its code-share 
agreement with Lufthansa, with schedule co-
ordination on services between Munich and 
Frankfurt with Belgrade. Germany is an important 
market for Serbia/Montenegro. Jat Airways also 
has a code-share deal with another Star alliance 
carrier, Austrian, and SkyTeam carrier CSA. 

Alliances

• Code-share agreements, including with Aeroflot, Air France, Austrian, 
CSA and Lufthansa. 

Owned by... 
100% State ownership 

Fleet (at 31 Dec 2005)

    8  001-913A subriA
     4 002-27 RTA

     2 002-727 gnieoB

     01 003-737 gnieoB

     2 004-737 gnieoB

     3 03-9-CD )salguoD( gnieoB

 8 12 latoT    

      

      

      

      

      

      

      

-      
      

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 3,528 3,525  

Scheduled RPK [million] 1,041 1,095 959 

 )4.21( 61.5 1.7 ]htworg %[ KPR

Revenues [YUN mill] 10,200 11,921  

EBIT [YUN mill] (412) (1,188)  

5%

95%

Passenger
Cargo

14%

5%

81%

Europe

Africa

Middle East

in fleet on order 
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KLM

Highlights 2005 

Leo M. van Wijk 
President & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

P.O. Box 7700 
Schiphol Airport 1117ZL, The Netherlands 
www.klm.com

• 2005 was the first anniversary of the Air France-
KLM merger, the first anniversary of KLM’s acces-
sion to SkyTeam alliance and the fifth anniversary 
of SkyTeam’s existence. In this year the alliance 
announced the first airlines to participate in its 
Associate program, being Air Europa of Spain, 
Copa Airlines of Panama, Kenya Airways and 
AEA member airline TAROM. 

• In October Air France and KLM launched the 
creation of a Joint Cargo Team to integrate com-
mercial functions, including sales, customer ser-
vice, products, marketing, revenue management 
and network planning and also the strategy & 
development functions, including commercial IT 
functionality and alliances, and thus presenting 
‘One face to the Customer’. The operational activi-
ties will not be integrated. 

• At the start of the winter schedule, KLM intro-
duced business jet services on Amsterdam-
Houston, offering all-business class service five 
times weekly on Boeing Business Jet (BBJ) air-
craft, a derivative of the 737-700, leased from 
Privtair. This is the first such route for KLM. Other 
AEA members with all-business class operations 
are Lufthansa (3 routes) and Swiss (1 route) – all 
to the US. 

• In the fleet KLM took delivery of its first A330-200, 
to replace the Boeing 767-300s in the fleet. These 
are the first Airbus in the KLM fleet. 

Alliances

• Member of SkyTeam alliance. 

• Transatlantic Joint Venture with Northwest Airlines. 

• Various code-share agreements, including with Aer Lingus, 
Air Alps, Air Europa, Air France, China Southern Airlines, 
Comair, Continental Airlines, CSA, Cyprus Airways, Gulf Air, Kenya 
Airways, Malaysia Airlines, Malev, PGA Portugalia Airlines, Phillippine 
Airlines, TAM, Transavia and Ukraine International Airlines. 

Owned by... 

62.7% Public float 

18.6% State ownership 

16.3% Air France employees 

2.4% Treasury stock 

KLM is 100%  owned by Air France-KLM Group, which is: 

Fleet (at 31 Dec 2005)

    5 2 002-033A subriA
     41 003-737 gnieoB

     31 004-737 gnieoB

     51 008-737 gnieoB

     5 009-737 gnieoB

     5 004-747 gnieoB

     71 ibmoC 004-747 gnieoB

    1 3 F004-747 gnieoB

     1 JBB 007-737 gnieoB

     01 003-767 gnieoB

    4 01 002-777 gnieoB

     01 11-DM )salguoD( gnieoB

 01 501 latoT    

      

100% Transavia Airlines     
100% KLM cityhopper     

50% Martinair Holland     

26% Kenya Airways     

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 37,487 34,529 30,056 

Scheduled RPK [million] 56,541 63,113  

  6.11 )5.4( ]htworg %[ KPR

40/3002  2004/05 2005/06

Revenues [EUR mill]1  254,12 389,81 - 

EBIT [EUR mill]1  554,1 729,1 - 
1 Refers to Air France-KLM Group figures. FY ending 31 March.

Photo: Capitol Photos for KLM 

Data not available 

in fleet on order 
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LOT

Highlights 2005 

Krzysztof Kapis 
President & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

ul.17 Stycznia 39 
00-906 Warszawa, Poland 
www.lot.com

• In 2005 an agreement was reached with the ad-
ministrators of the defunct Swissair Group, which 
still hold a 25.1% share in LOT. This is in prepara-
tion of an IPO of LOT on the Warsaw stock ex-
change. Although the government has yet to final-
ise details for the launch, the company may be 
floated in 2006, with the state retaining a control-
ling stake. 

• Several new alliances were formed in 2005. LOT 
entered into code-share agreement with Singa-
pore Airlines (SIA), All Nippon Airways of Japan 
and with Asiana Airlines of South Korea. The 
company also launched code-share operations 
with Scandinavian Airlines on Warsaw-
Copenhagen. 

• In the fleet LOT placed an order with Boeing for 
long haul 787 aircraft. The order will include seven 
787-800s and an option for a further seven 787-
900s. The aircraft are for delivery in 2008. The 
787s will replace the 767s currently in the fleet, 
which meanwhile will be supplemented with addi-
tional aircraft leased-in until the new delivery com-
mences. 

• The company also converted outstanding options 
for four Embraer RJ170 to a firm order for Em-
braer RJ175, thus becoming the first European 
customer to order this type. The 78-seater will be 
integrated into the fleet from mid 2006. The carrier 
has just taken delivery of the last of ten RJ170. 

• In early 2006, Kryzysztof Kapis was elected as the 
airline’s new President & CEO, replacing Mr. 
Marek Grabarek who left at the end of 2005. Mr. 
Kapis is the former chief of the Polish civil aviation 
authority. 

Alliances

• Member of Star Alliance. 

• Various code-share agreements, including with Adria Air-
ways, Aeroflot, Aerosvit Airlines, Air Canada, ANA, Aus-
trian, Belavia Belarussian Airlines, bmi, Bulgaria Air, Croatia 
Airlines, Cyprus Airways, El Al, Lufthansa, Malev, Scandi-
navian Airlines, Singapore Airlines, Slovak Airlines, SN Brussels Air-
lines, Spanair, TAP Portugal, TAROM, Turkish Airlines and United Air-
lines.  

Owned by... 
67.97% State ownership 

25.10% Receiver of SAir Lines 

6.93% Employees 

Fleet (at 31 Dec 2005)

     5 24 RTA
     8 27 RTA

     3 004-737 gnieoB

     6 005-737 gnieoB

     2 002-767 gnieoB

     2 003-767 gnieoB

    7  008-787 gnieoB

     11 541JR rearbmE

     01 071JR rearbmE

    4  571JR rearbmE

 11 74 latoT    

      

      

      

100% EuroLot     
100% CentralWings     

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 3,789 3,788  

Scheduled RPK [million] 5,434 5,861 6,223 

 2.6 9.7 2.5 ]htworg %[ KPR

Revenues [EUR mill] 642.4 645.0  

  )2.3( 6.1 ]llim RUE[ TIBE
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Lufthansa 

Highlights 2005 

Wolfgang Mayrhuber 
Chairman & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

2-6 Von-Gablenz-Strasse 
50679 Cologne, Federal Republic of Germany  
www.lufthansa.com

• 2005 marked the 50th anniversary of Lufthansa 
and it was the dominant theme of the year. On 1 
April, exactly 50 years after the resumption of 
commercial air services in Germany, an Airbus 
A321 took off in the original Lufthansa livery of 
1955, re-enacting the historic inaugural flight from 
Hamburg to Munich. The anniversary celebrations 
were attended by many VIPs from politics and 
industry. 

• From a business point of view, last year was also 
successful for Lufthansa. Passenger numbers 
reached a new record high of 51.3 million, and 
despite spiralling oil prices, operating profit for the 
year increased significantly. 

• The integration of SWISS into the Lufthansa 
Group was one of the most important strategic 
decisions in 2005, and the merger has already 
brought customer benefit. Harmonised schedules, 
a joint visual presence at airports and integrated 
frequent flyer programmes are much appreciated 
by customers of both airlines. Last year Lufthansa 
also further strengthened its position as a full-
service provider. 

• In March the ‘Lufthansa Private Jet’ service was 
introduced for passengers who require total flexi-
bility. Private jets are available for flights to Luf-
thansa’s hubs at Frankfurt and Munich, and also 
for point-to-point services connecting more than 
1,000 airports in Europe.  

• In December Lufthansa decided to purchase new 
aircraft for its regional fleet. With the twelve mod-
ern CRJ 900 jets manufactured by Bombardier 
Lufthansa is continuing to invest in environmen-
tally compatible and fuel-efficient aircraft. 

• In 2006 Lufthansa and the Star Alliance are look-
ing forward to SWISS and South African Airways 
joining the alliance. Meanwhile, the World Cup, 
which is being held in Germany for the first time in 
32 years, will form a major highlight. Lufthansa 
aircraft will act as global ambassadors for the 
sport, bringing thousands of football fans from all 
over the world to Germany, the host country, to 
support their teams. 

• Wolfgang Mayrhuber, company Chairman & CEO, 
was elected AEA Chairman 2006. 

Alliances

• Member of Star Alliance. 

• Member of WOW cargo alliance with JAL Cargo, SAS 
Cargo and Singapore Airlines Cargo.  

• Franchisee: LH Regional (Air Dolomiti, Augsburg Airways, 
CityLine, Contact Air and Eurowings). 

• Various code-share agreements, including with Aegean Airlines, Air 
China, Shanghai Airlines, Air India, Air One, Luxair, SAA, Air Malta, 
SWISS and Jade Cargo International. 

Owned by... 
100% Free float 

Fleet (at 31 Dec 2005)

Airbus A300-600 12  Boeing 737-300 33  
Airbus A319 18  Boeing 737-500 29  

Airbus A320 36  Boeing 737-700 BBJ 1  

Airbus A321 26  Boeing 747-400 29  

Airbus A330-200 2  Boeing (Douglas) MD-11 19  

Airbus A330-300 10  British Aerospace 146 18  

Airbus A340-300 29  Canadair CRJ 200 59  

Airbus A340-600 10 7 Canadair CRJ 700 20  

Airbus A380  15 Canadair CRJ 900  12 

ATR 42 14  De Havilland DHC-8-300 6  

ATR 72 15  De Havilland DHC-8-400 5  

Avro RJ85 18   43 904 latoT

      
      

100% Lufthansa Cargo 49% Eurowings 10% Condor 
100% Lufthansa City Line 30% bmi   

  %52 itimoloD riA %001

49% SWISS 14.4% Luxair   

Jade Cargo International  

Owner of... 

3002  2004 2005

Employees (at 31 Dec)1 93,246 90,673 92,303 

Scheduled RPK [million] 96,617 109,471 112,794 

 0.3 3.31 2.5 ]htworg %[ KPR

Revenues [EUR mill]1 15,957 16,965 18,065 

EBIT [EUR mill]1  821,1 278 )374( 
1 Refers to Group figures.
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Luxair 

Highlights 2005 

Adrien Ney 
President & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Luxembourg Airport 
2987 Luxembourg 
www.luxair.lu

• After a difficult 2004, Luxair proceeded to a deep 
analysis of the company in 2005, and launched, 
end of 2005, the project ‘Building a new Airline’. 

• The new management (Mr. Adrien Ney, took over 
as CEO on 1 June 2005, Mr. Martin Isler was 
nominated Executive Vice President Airline in July 
2005) first restructured the Luxair Group into three 
Business Lines which are Airline, Tour Operating 
and Handling Services. Each Business Line forms 
an autonomous but not legally separated entity in 
the group. 

• In 2005, the Business Lines Handling Services 
and Tour Operating were profitable, the latter 
having generated profit for the first time in several 
years. In order to regain profitability, the loss mak-
ing Business Line Airline is for the moment at the 
core of the project ‘Building a new Airline’. 

• The aim of this project is to run several programs 
– i.e. cost-cutting, commercial effectiveness, re-
structuring of fleet and network – to guarantee the 
viability of the Airline. 

• In 2006, Luxair will thus introduce a new fleet by 
reducing the number of aircraft from 15 to 12. The 
three Boeing 737-700 will exclusively operate for 
the Business Line Tour Operating. As for the re-
maining fleet, which will include 70-90 seater 
aircraft, the decision should be taken before sum-
mer 2006. 

• Luxair Airline aims to position itself as a safety-
oriented passenger airline, serving Luxembourg 
and the Grande Region communities by providing 
value for money services, customer-proximity and 
an eye for detail to ensure its sustainable exis-
tence as a profitable and socially responsible 
business. 

Alliances

• Various code-share agreements, including with Air France, Alitalia, 
Austrian and Lufthansa.  

Owned by... 

Fleet (at 31 Dec 2005)

     2 005-737 gnieoB

     3 007-737 gnieoB

     2 531JR rearbmE

     8 541JR rearbmE

 0 51 latoT    

      

      

      

      

      

      

      

      

34.88% Cargolux     
      
      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 2,191 2,239 2,295 

Scheduled RPK [million] 548 573 566 

 )2.1( 4.4 )0.5( ]htworg %[ KPR

Revenues [EUR mill]1  289.1 306.0 325.6 

EBIT [EUR mill]1  2.3 9.3 )1.4( 
1 Refers to Group figures.

23.1% State ownership 

13.4% State-owned bank 

13.2% Luxair Group and others 

13.0% Lufthansa 

12.1% Panalpina World Transport 

25.2% Banks 

1%

99%

Passenger
Cargo

100%

Europe

in fleet on order 
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Malev 

Highlights 2005 

Péter Hónig 
Chairman 

Dr. János Gönci 
CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Könyves Kálmán krt. 12-14 
1097 Budapest, Hungary  
www.malev.hu

• Malev, founded in 1946, is one of the leading 
airlines of the region. With a fleet of mostly Boeing 
737 new-generation aircraft, one of the youngest 
in Europe, it carries passengers into 61 destina-
tions in 35 countries. The Hungarian national 
airline is a majority state owned company. 

• In Malev’s history the most significant event of the 
year 2005 was the OneWorld invitation into the 
alliance. The formal invitation to join the alliance 
was subject to a number of conditions. The airline 
will officially become a member of the alliance in 
early 2007. 

• Since then, the Hungarian airline has satisfied 
audits by the alliance of its quality and safety 
standards and a review to ensure it can deliver 
OneWorld’s full range of customer services and 
benefits. The airline must also conclude bilateral 
agreements with interested existing partners 
which began right after the singing ceremony. 

• In 2005 Malev launched nine new flights to desti-
nations like Oslo, Gothenburg, Malaga, Con-
stanca, Bourgas, Balaton and Bangkok, also Dub-
lin-Athens and Helsinki-Athens 7th freedom. These 
flights were very popular in 2005 and will continue 
to be offered in 2006 in both summer and winter 
time-tables. 

• Malev’s fleet modernisation came to an end in 
2005 with the last 18th Boeing 737 new-generation 
aircraft arriving from the factory in April. 

• Malev strengthened its market position despite 
strong competition and increased its commerce 
and load factor of its flights. Malev is expecting a 
further improvement in 2006. 

Alliances

• Member of OneWorld alliance, from 2007. 

• Various code-share agreements, including with Aeroflot, 
Aerosvit Airlines, Air Europa, Air France, Alitalia, Bulgaria 
Air, Carpatair, City Airline, CSA, Finnair, Hainan Airlines, 
KLM, LOT, Moldavian Airlines, SN Brussels Airlines, 
SWISS, TAP Portugal and TAROM. 

Owned by... 
97.9% State privatisation and assets handling company 

1.1% Municipalities 

0.9% Private shareholders and other organisations 

Fleet (at 31 Dec 2005)

     6 006-737 gnieoB
     7 007-737 gnieoB

     5 008-737 gnieoB

     2 002-767 gnieoB

     4 002-JRC riadanaC

     5 07 rekkoF

 0 92 latoT    

      

      

      

      

      

      

      

100% Malev Express     
      

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 3,087 3,050 1,787 

Scheduled RPK [million] 3,316 3,584 3,806 

 2.6 0.8 8.7 ]htworg %[ KPR

Revenues [HUF bn] 114 124 121 

EBIT [HUF bn] (4.3) (2.9) (8.6) 
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Olympic Airlines 

Highlights 2005 

Ilias Karantzalis 
Chairman 

Leonard Odysseas Vlamis 
CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Athens International Airport, Bldg 97 
5th km Spata-Loutsa Avenue, Spata 19019, Greece 
www.olympicairlines.com

• In late 2005 the Greek government put forward its 
strategic proposal for the national carrier Olympic 
Airlines for consideration by the Parliament. This 
latest attempt to salvage the Greek airline in-
volves the creation of a new privately-owned car-
rier. Olympic Airlines was itself born out of former 
Olympic Airways in December 2003, following a 
series of unsuccessful attempts to restructure and 
privatise the airline. 

• In 2005 Olympic Airlines, carried over 5.8 million 
passengers, to 66 domestic, international and 
intercontinental destinations. 

• The Olympic fleet, is composed of 40 aircraft, a 
mix of Airbus, Boeing, ATR and Dash-8. 

• In early 2006 the Greek government appointed 
Ilias Karantzalis, replacing Petros Papageorgiou, 
as Chairman of Olympic Airlines. 

Alliances

• Various code-share agreements, including with Air Malta, CSA, Cyprus 
Airways, Aerosvit Airlines, Egyptair, Gulf Air and Kuwait Airlines.  

Owned by... 
100% State ownership 

Fleet (at 31 Dec 2005)

     1 006-003A subriA
     4 003-043A subriA

     6 003-24 RTA

     7 002-27 RTA

     3 002-717 gnieoB

     1 003-737 gnieoB

     41 004-737 gnieoB

     4 001-8-CHD dnallivaH eD
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-      
      

      

      

Owner of... 

3002  2004 2005

Employees (at 31 Dec)  187,1 997,1 - 

Scheduled RPK [million] 6,378 6,788 7,340 

 1.8 4.6 )5.51( ]htworg %[ KPR

 8.56 ]llim RUE[ seuneveR 643.8

  )1.78( )4.71( ]llim RUE[ TIBE
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Photo: SAS Group 

SAS

Highlights 2005 

Jørgen Lindegaard 
President & CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Frösundaviks Allé 1 
19587 Stockholm, Sweden  
www.scandinavian.net

• On 15 February John S. Dueholm took over re-
sponsibility for Scandinavian Airline Businesses. 
The latter encompasses Scandinavian Airlines 
Danmark, SAS Braathens, Scandinavian Airlines 
Sverige and Scandinavian International, and to-
gether with the division known as ‘Subsidiary & 
Affiliated Airlines’ represent the airline operations 
branch of the SAS Group. Scandinavian Airlines is 
a founding member of AEA, established in 1954. 

• In 2005 Scandinavian Airlines introduced a new 
ticket concept, based on one-way fares and sim-
plified rules at reduced cost. After successful 
testing in Sweden and Norway, the new fare 
structure was extended to the European network. 
In Sweden the new pricing regime replaces the 
Snowflake brand, which SAS introduced in 2002 
as a low-cost response to competition in the local 
market. 

• By year-end Scandinavian Airlines phased out the 
Boeing MD-90s in the fleet, of which there were 
eight. Some of the aircraft will be retained to lease 
out to other airlines in the SAS Group. 

• An outstanding order for four Airbus A321s was 
also changed to smaller A319s. The aircraft are 
due for delivery in 2006. 

• In May 2006, Jørgen Lindegaard, SAS Group 
President & CEO since 2001, announced he will 
be leaving the company towards the end of the 
year. 

Alliances

• Member of Star Alliance. 

• Member of WOW cargo alliance with Lufthansa Cargo, JAL 
Cargo and Singapore Airlines Cargo. 

• Various code-share agreements, including with air Baltic, 
Air Canada, Air China, Blue1, bmi, Estonian Air, Lufthansa, 
Skyways, Spanair, United Airlines, Wideroe, Varig and with Star Alli-
ance partners.  

Owned by... 

21.4% Swedish State 
14.3% Danish State 

14.3% Norwegian State 

50% Private interests 

SAS AB, parent company of Scandinavian Airlines, is owned by: 

Fleet (at 31 Dec 2005)

Airbus A319-100  4 Boeing 737-800 13 2 
Airbus A321-200 8  Boeing (Douglas) MD-81 8  

Airbus A330-300 4  Boeing (Douglas) MD-82 28  

Airbus A340-300 7  Boeing (Douglas) MD-87 15  

Boeing 737-400 4  De Havilland Q400 24  

Boeing 737-500 13  Fokker 50 6  

Boeing 737-600 26   6 171 latoT

     51 007-737 gnieoB

      

      

      

      

      

      

SAS AB, parent company of Scandinavian Airlines, is owner of:    
100% Scandinavian Airlines Danmark   100% Blue1 (Finland) 
100% Braathens   95% Spanair (Spain) 

100% Scandinavian Airlines Sverige  95% Aerolineas Baleares 

100% Scandinavian Airlines International  49% Estonian Air 

100% Wideroe (Norway)     

3002  2004 2005

Employees (at 31 Dec) 11,170 9,254 8,242 

Scheduled RPK [million] 23,020 24,050 27,724 

 3.51 5.4 )8.4( ]htworg %[ KPR

Revenues [SEK mill] 37,826 35,673 36,695 

EBIT [SEK mill] (988) (763) 610 

Owner of... 

in fleet on order 
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SN Brussels Airlines 

Highlights 2005 

Neil Burrows 
CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Delta Air Transport nv/sa trading as SN Brussels Airlines 
The Corporate Village, Da Vinci laan 9, 1930 Zaventem, Belgium 
www.flysn.com

• In April 2005 the last conditions to the agreement  
to bring SN Brussels Airlines and Belgian low-cost 
carrier Virgin Express together under the common 
ownership of SN Air Holding, announced in Octo-
ber 2004, were met. These were principally finan-
cial arrangements with respect to shareholdings 
and clearance from competition authorities. The 
two companies continued to operate as distinct 
airlines. By early 2006 the Board of SN Air Hold-
ing endorsed the strategic plan for the future of 
the Belgian aviation group. The two companies 
will gradually proceed to a single brand with a new 
group name and corporate identity, offering two 
distinct products with network, distribution and 
management rationalisation and optimisation. 
Most aspects of the transformation are expected 
to be completed within 6-12 months. 

• In December 2005 Neil Burrows was appointed as 
Chief Executive of SN Brussels Airlines and Virgin 
Express for a period of one year. 

• New commercial agreements sealed in 2005 in-
cluding code-share operations with Middle East-
ern carrier Etihad Airways on flights from Abu 
Dhabi to Toronto (Canada) via Brussels on ser-
vices operated by Etihad; with El Al on Brussels-
Tel Aviv and Air Senegal on Brussels-Dakar with 
SNBA operating.  

Alliances

• Various code-share agreements, including with Alitalia, American Air-
lines, Air Malta, Air Senegal, British Airways, Bulgaria Air, Croatia Air-
lines, CSA, Cyprus Airways, El Al, Etihad Airways, Finnair, Iberia, 
Lithuanian Airlines, LOT, Malev, Malmo Aviation, Pulkovo Airlines, 
Royal Air Maroc, Sun Air, SWISS, TAP Portugal, TAROM and Ukraine 
International Airlines.   

Owned by... 
100% SN Air Holding 

Fleet (at 31 Dec 2005)
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3002  2004 2005

Employees (at 31 Dec) 1,995 2,133 2,170 
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Spanair 

Highlights 2005 

Gonzalo Pascual Arias 
Executive President & 
Chairman of the Board 

Lars Nygaard 
CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Edificio Spanair, Apdo Correos 50086 
07611 Palma de Mallorca, Spain 
www.spanair.com

• In 2005 Lars Nygaard was named as CEO of 
Spanair, succeeding Enrique Melia. Mr. Nygaard 
had been at Spanair for 14 years prior to his ap-
pointment, and most recently held the post of 
chief financial and chief commercial officer. 

• The company drew up a strategic focus plan 
based on four pillars: growth, professionalism, 
innovation and flexibility. The company’s aim is to 
enhance its market share in the local market, 
offering high standard of quality and productivity 
with strict cost control. ‘Innovation’ entails tailoring 
products to specific customer requirements, whilst 
‘flexibility’ refers to an efficient and transparent 
management culture. 

• In 2005 a code-share agreement was signed with 
Air Baltic, for operations between Barcelona and 
Riga. Both carriers are SAS ‘subsidiary & affiliated 
airlines’, with Spanair 95% owned by the parent 
company. A further agreement was launched with 
TAP Portugal for code-share on selected destina-
tions beyond Madrid and Barcelona, with Spanair 
operating. 

• In the network Spanair launched two new services 
in 2005, between La Coruna, Jerez de la Frontera 
and Gran Canaria, enhancing the carrier’s offer 
connecting the island and mainland Spain. 

Alliances

• Member of Star Alliance. 

• Various agreements, including with air Baltic, Air Canada, 
Air New Zealand, ANA, Asiana Airlines, Austrian, bmi, Esto-
nian Air, LOT, Lufthansa, Scandinavian Airlines, Singapore 
Airlines, South African Airways, SWISS, TAP Portugal, Thai 
Airways, United Airlines, US Airways and Varig. 

Owned by... 
94.9% SAS Group 

5.1% Teinver 

Fleet (at 31 Dec 2005)
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3002  2004 2005

Employees (at 31 Dec) 2,901 2,941 3,250 

Scheduled RPK [million] 4,551 5,107 6,225 
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1 Refers to Group figures.
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SWISS 

Highlights 2005 

Rolf Jetzer 
Chairman of the Board 

Christoph Franz 
CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

4002 Basel 
Switzerland 
www.swiss.com

• In March 2005 the takeover and integration of 
SWISS into the Lufthansa Group was announced 
with the support of the Lufthansa supervisory 
board, the SWISS board of directors and the prin-
ciple SWISS shareholders. Christoph Franz, 
President and CEO of SWISS: ‘As a member of 
the Lufthansa Group, SWISS will be able to per-
manently fulfil its task even better of connecting 
Switzerland with the world. SWISS will become 
even more attractive for its customers with ex-
panded services through integration into this lead-
ing network, coordinated flight plans, and access 
to the lounges of Lufthansa and its partners.’ Ac-
cording to the business model ‘SWISS is to re-
main a mostly independent airline with its man-
agement and seat in Switzerland, its own fleet and 
crew, managed within the Lufthansa system as a 
profit centre. SWISS will keep its own brand ap-
pearance, continue to develop its strengths, and 
expand its locational advantage on the Swiss 
market. This includes a demand-driven interna-
tional network of routes as well as an interconti-
nental hub at its base in Zurich, which is to be 
developed on an equitable basis with the Luf-
thansa hubs in Frankfurt and Munich.’ 

• In June 2005 SWISS was accepted into Star Alli-
ance, being the 17th member of this global airline 
alliance, effective from April 2006. 

Alliances

• Member of Star Alliance. 

• Various code-share agreements, including with Adria Air-
ways, Air Canada, ANA, Austrian, Blue1, Croatia Airlines, 
LOT, Lufthansa, SAS, Singapore Airlines, Spanair, TAP 
Portugal, Thai Airways, United Airlines and US Airways.  

Owned by... 
100% Swiss-based AirTrust AG company, which is: 

49% Lufthansa 

51% Swiss-based Almea Foundation 

Fleet (at 31 Dec 2005)
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Swiss European Air Lines   

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 8,072 6,625 6,094 

Scheduled RPK [million] 24,208 20,598 20,473 

 )6.0( 9.41- 1.11 ]htworg %[ KPR

Revenues [CHF mill]1 4,007 3,519 3,580 

EBIT [CHF mill]1 (703) (122) (55) 
1 Refers to Group figures.

Photo: SWISS 
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TAP Portugal 

Highlights 2005 

Manuel Pinto Barbosa 
Chairman 

Fernando Pinto 
CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Apartado 50194 
1704-801 Lisbon, Portugal  
www.tap.pt

• In 2005, TAP celebrated its 60th anniversary year, 
and completed the business turn-around process 
of recent years.  

• In this anniversary year company CEO Fernando 
Pinto was elected AEA Chairman. 

• On 1 February TAP launched its new corporate 
image, with a new logo and designation: TAP 
Portugal. 

• On 14 March, the same date of its 60th celebra-
tion, TAP took up its full membership in Star Alli-
ance. 

• In March, TAP was accredited as an IOSA com-
pany by IATA and became a member of the first 
Airbus MRO Network (maintenance, repair & 
overhaul).  

• The SPdH, Serviços Portugueses de Handling 
(company constituted from the former TAP Han-
dling Unit) was re-branded and launched a new 
commercial designation as GroundForce. 

• TAP established a MOU (Memorandum of Under-
standing) with the FRB (Fundação Ruben Berta), 
owner of Varig, aimed at carrying on negotiations 
leading to the capitalisation, either direct or indi-
rect, of companies within the Varig Group.  

• During the year TAP entered into several new 
partnerships, including with Air One, ANA, Aus-
trian, Spanair, SWISS and United Airlines. 

• In November the company announced its long 
haul fleet renewal with an order for 10 Airbus 
A350 aircraft, with a further five aircraft on option. 

Alliances

• Member of Star Alliance. 

• Various code-share agreements, including with Air One, 
Austrian, bmi, LAM, Lufthansa, LOT, Malev, PGA Portugalia 
Airlines, SATA, SN Brussels Airlines, Spanair, SWISS, 
TACV, United Airlines, Varig and Ukraine International Air-
lines. 

Owned by... 
100% State ownership 

Fleet (at 31 Dec 2005)
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40% Air Sao Tome e Principe     

15% Air Macau1     
1  Indirect participation through a 20% stake held by SEAP holding company, in which TAP holds 75%. 

Owner of... 

3002  2004 2005

Employees (at 31 Dec) 5,750 5,683 5,664 

Scheduled RPK [million] 11,644 13,198 14,394 
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Revenues [EUR mill] 1,144 1,237 1,359 
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TAROM 

Highlights 2005 

Gabriel Dumitrescu 
Managing Director 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

224F Calea Bucurestilor,Town of Otopeni 
Ilfov County, Romania 
www.tarom.ro

• In November 2005 Cristian Becerescu’s tenure as 
interim manager period ended. Mr. Gabriel Dumi-
trescu was appointed as TAROM President & 
CEO.  

• TAROM is predominantly expanding on existing 
European routes with the objective of achieving a 
frequency of more flights per week on all main 
European destinations within the next few years. 
Starting with the summer season of 2005, 
TAROM introduced a second daily flight to Istan-
bul and a daily flight to Milan. 

• In the fleet TAROM placed an order for four new 
100-seater Airbus A318 for use on medium haul 
routes. The first two aircraft are for delivery in 
2006 with the remaining two scheduled for 2007. 
Currently, the carrier’s fleet is composed of Boe-
ing 737-700s and -300s and ATR 42-500. 

Alliances

• Associate member of SkyTeam, from 2006. 

• Various code-share agreement, including with Aeroflot, Air 
France, Air Moldova, Alitalia, Austrian, CSA, Iberia, LOT, 
Malev, SN Brussels Airlines and Syrian Arab Airlines. 

Owned by... 
95% State ownership 

2.58% Henri Coanda International Airport  

2.18% Romanian Air Traffic Services 

0.15% Muntenia (private financial investment fund)  

0.09% Romanian Civil Aviation Authority 

Fleet (at 31 Dec 2005)
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3002  2004 2005

Employees (at 31 Dec) 2,609 2,323 2,326 
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Turkish Airlines 

Highlights 2005 

Candan Karlitekin 
Chairman of the Board

Temel Kotil 
CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

Genel Müdürlük Binasi, Atatürk Havalimani 
34830 Yesilköy, Istanbul, Turkey  
www.turkishairlines.com

• In April 2005 Turkish Airlines’ Technic VP Temel 
Kotil was appointed General Manager, replacing 
Abdurrahman Gundogdu. 

• In November the Board of Executives decided to 
restructured the units working in Turkish Airlines 
into companies that provide internationally stan-
dardised service, such as; THY Habom Co. , THY 
Technical Co. and THY Training Co. Turkish Air-
lines will own 100% shares of the companies and 
the foundation process will be according to law 
4046. New companies will start serving with Gov-
ernment Privatisation Directory’s decision. 

• In late 2005 Turkish Airlines revealed plans to 
launch a budget carrier to be known as Turkish 
Express. The new carrier could be flying by late 
2006, with flights to France, Germany and the 
Netherlands, operated with B737-400s and 737-
800s transferred from the mother company. 

• New commercial agreements launched in 2005 
included with Kuwait Airways, on TK services from 
Istanbul to Kuwait City and with Royal Air Maroc 
on Casablanca-Istanbul. 

• In the fleet Turkish Airlines converted an option for 
eight Boeing 737-800s to firm order, adding to the 
order for 15 aircraft of this type placed in 2004. 
The aircraft are for delivery from 2008. 

• In early 2006 Turkish Airlines launched the third 
stage of its privatisation, with the float of another 
25% shareholding, reducing the government’s 
stake to 46.43%. 

Alliances

• Various code-share agreements, including with Air China, Air India, Air 
Astana, American Airlines, Asiana Airlines, Croatia Airlines, CSA, Egyp-
tair, Kuwait Airlines, Japan Airlines, LOT and SunExpress.  

Owned by... 
46.43% State-owned Privatisation Administration 

53.57% Private shareholders 

Fleet (at 31 Dec 2005)
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Virgin Atlantic Airways 

Highlights 2005 

Sir Richard Branson 
Chairman 

Steve Ridgway 
CEO 

Key Figures 

Scheduled RTK by Business (2005) Scheduled RTK per Region (2005) 

Routes 

Management 

The Office, Manor Royal 
Crawley, West Sussex RH10 9NU, Great Britain  
www.virgin-atlantic.com

• In March 2005, Virgin Atlantic Airways launched 
its first scheduled services between Heathrow and 
Mumbai. The airline now operates a daily service 
to Mumbai. In July 2005, the airline also launched 
direct services between Gatwick and Havana 
(twice a week) and Gatwick and Nassau (once a 
week.)  Virgin Atlantic has also recently launched 
services to Dubai, its first Middle Eastern route 
and the airline’s 26th route worldwide. The airline 
will be launching direct services between Gatwick 
and Jamaica in July 2006. 

• Virgin Atlantic recently unveiled a new three-year 
growth plan aimed at capturing greater business 
market share, with products tailored towards pre-
mium passengers, and is targeting an increase of 
at least 10% in the number of business travellers 
over the next year. The three-year growth plan, 
aimed at further boosting operating margins and 
building continuing profitability, also includes ex-
citing changes for travellers using Premium Econ-
omy and Economy. 

• Virgin Nigeria, 49% owned by Virgin Atlantic, 
started operations in June 2005, with its maiden 
international flight from Lagos to London Heath-
row. The airline now also operates services be-
tween Lagos and Accra, Abuja, Dakar, Johannes-
burg, Douala and Port Harcourt. 

• Virgin Atlantic operates one of the world’s young-
est fleets of aircraft. Currently the fleet comprises 
33 aircraft, thirteen 747-400s and seven A340-
300s and thirteen A340-600s. The six A380-800 
on order will be integrated into the fleet between 
2008 and 2010. 

• Virgin Atlantic announced code-share agreements 
with Air China in March 2006. The airline has 
code-sharing agreements with Singapore Airlines, 
Continental Airlines, bmi, South African Airways, 
America West and Virgin Blue. 

Alliances

• Various code-share agreements, including with Air China, bmi, Conti-
nental Airlines, Singapore Airlines, South African Airways and Virgin 
Blue. 

Owned by... 
51% Virgin Atlantic 

49% Singapore Airlines 

Fleet (at 31 Dec 2005)
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3002  2004 2005

Employees (at 31 Dec) 6,912 7,479 8,500 

Scheduled RPK [million] 26,931 30,223 32,103 
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40/3002  2004/05 2005/06

Revenues [GBP mill]1 1,272 1,630  

EBIT [GBP mill]1 20.9 68  
1 Refers to Group figures. FY end February. 
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Glossary 

AAPA. Association of Asia Pacific 
Airlines, with headquarters in Kuala 
Lumpur. 

Air Freedom Rights. The liberalisa-
tion of European air transport, started 
in 1988 and completed in 1997 with 
the so-called ‘Third Package’ of meas-
ures included rights of market access, 
which are defined as follows. First 
freedom: to overfly one country en-
route to another; Second freedom: to 
make a technical stop in another coun-
try; Third freedom: to carry passengers 
from the home country to another 
country; Fourth freedom: to carry pas-
sengers to the home country from an-
other country; Fifth freedom: to carry 
passengers between two countries by 
an airline of a third on a route with 
origin/destination in its home country; 
Sixth freedom: to carry passengers 
between two countries by an airline of 
a third on two routes connecting in its 
home country; Seventh freedom: to 
carry passengers between two coun-
tries by an airline of a third on a route 
outside its home country; Eighth free-
dom or cabotage: to carry passengers 
within a country by an airline of an-
other country on a route with origin/
destination in its home country; Ninth 
freedom or Stand-Alone cabotage: to 
carry passengers within a country by 
an airline of another country; True 
domestic: to carry passengers by an 
airline in its home country. 

Association of European Airlines 
(AEA). A non-profit association for the 
European airline industry with follow-
ing members: Adria Airways (JP), Aer 
Lingus (EI), Air France (AF), Air Malta 
(KM), Alitalia (AZ), Austrian (OS), bmi 
(BD), British Airways (BA), Cargolux 
Airlines International (CV), Croatia 
Airlines (OU), CSA Czech Airlines 
(OK), Cyprus Airways (CY), Finnair 
(AY), Iberia (IB), Icelandair (FI), JAT 
Airways (JU),  KLM (KL), LOT Polish 
Airlines (LO), Lufthansa (LH), Luxair 
(LG), Malev Hungarian Airlines (MA), 
Olympic Airlines (OA), SAS (SK), SN 
Brussles Airlines (SN), Spanair (JK), 
SWISS (LX), TAP Portugal (TP), 

TAROM (RO), Turkish Airlines (TK), 
Virgin Atlantic Airways (VS). 

ATC. Air Traffic Control. 

Available Seat-Kilometres (ASK). 
The total number of seats available for 
the transportation of revenue passen-
gers multiplied by the number of kilo-
metres which those seats are flown. 

Available Tonne-Kilometres (ATK). 
The total number of metric tonnes 
available for the transportation of pas-
sengers, freight and mail multiplied by 
the number of kilometres which this 
capacity is flown. 

Breakeven Load Factor (%). The 
load factor at which operating reve-
nues will cover operating costs.  Unit 
cost divided by yield. 

CAA. Civil Aviation Authority. 

CFMU. Central Flow Management 
Unit, of Eurocontrol. 

CODA. Central Office for Delay Analy-
sis. 

Code-sharing. A marketing practice 
by which several airlines put their two-
letter code on one flight. 

Computer Reservation System 
(CRS). A system for reserving seats 
on commercial flights electronically by 
a travel agent. 

DGCA. Directorate General of Civil 
Aviation. 

Distances. Airport-to-Airport great 
circle distances are used. 

ECAC. European Civil Aviation Con-
ference, with headquarters in Paris. 

ECOFIN. Directorate General for Eco-
nomic and Financial Affairs of the 
European Union. 

EU. European Union. The following 
countries joined, in 1958 Belgium, 
France, Germany (west), Italy, Luxem-

bourg, Netherlands; in 1973 Denmark, 
Ireland, United Kingdom, (from 1981), 
Greece; in 1986 Portugal, Spain; in 
1995 Austria, Finland and Sweden and 
in 2004 Cyprus, the Czech Republic, 
Estonia, Hungary, Latvia, Lithuania, 
Malta, Poland, the Slovak Republic 
and Slovenia. Membership of Bulgaria 
and Romania is expected in 2007. 

Eurocontrol. European Organisation 
for the Safety of Air Navigation. 

Geographical Regions. For reporting 
related to the air transport operations 
of member airlines the following re-
gions are identified: 1) Domestic: 
within a country which is the main 
place of business of the reporting car-
rier. In the case of SAS, which covers 
three countries, domestic refers to 
services within each of the three coun-
tries, but not services between those 
countries; 2) Geographical Europe: 
cross-border services within the geo-
graphic area Europe, including Russia 
up to 550E; 3) Middle East: to/from the 
Middle East; 4) North Africa: services 
to/from Algeria, Egypt, Libya, Morocco, 
Sudan and Tunisia; 5) Sub-Saharan 
Africa: services to/from African coun-
tries not included in North Africa; 6) 
North Atlantic: services to/from USA 
and Canada; 7) Mid Atlantic, services 
to/from Central America; 8) South At-
lantic: services to/from South Amer-
ica.; 9) Far East/Australia: services to/
from points East of the Middle East. All 
of the above relate to scheduled ser-
vices only. Aggregate non-scheduled 
or charter services are reported sepa-
rately. Calculated regions include: a) 
Europe Total: 1+2; b) International 
Short/Medium Haul: 2+3+4; c) Total 
Longhaul: 5 to 9; d) Total International: 
2-9; e) Total Scheduled: 1-9. 

IACA. International Air Carrier Asso-
ciation: worldwide membership of lei-
sure (non-scheduled) air carriers. 

IATA. International Air Transport As-
sociation, with headquarters in Ge-
neva and Montreal. 
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ICAO. International Civil Aviation Or-
ganisation, with headquarters in Mont-
real, Canada. 

OAG. Official Airline Guide, includes 
scheduled timetables for most airlines. 

OECD. Organisation for Economic Co-
Operation  & Development  

Operating Ratio. The relationship 
between operating revenues and oper-
ating expenses. The latter may be 
inclusive or exclusive of net interest. 

Overall Load Factor %. The percent-
age of total capacity available for pas-
sengers, freight and mail which is ac-
tually sold and utilised. Computed by 
dividing total revenue tonne-kilometres 
actually flown by total available tonne-
kilometres. 

Passenger Load Factor (PLF %). 
The percentage of seating capacity 
which is actually sold and utilised. 
Computed by dividing revenue pas-
senger-kilometres flown by available 
seat-kilometres flown on revenue pas-
senger services. 

Non-scheduled services. Are defined 
as ‘Non-scheduled services’: charter 
flights and special flights performed for 
remuneration on an irregular basis, 
including empty flights and blocked-off 
charters, other than those reported 
under scheduled services. Blocked-off 
charters: when the whole capacity of 
an aircraft is reserved for charter sale 
on flights published as scheduled but 
carried out as charter flights on the 
same or similar routing and timetable. 

Revenue Freight. All freight counted 
on a point-to-point basis (in metric 
tonnes) covered by air waybills for 
which remuneration is received.  
Freight carried on trucking services is 
not included. 

Revenue Passengers Carried. A 
passenger for whose transportation an 
air carrier receives commercial remu-
neration. This includes, for example, (i) 

passengers travelling under publicly 
available promotional offers (for exam-
ple “two-for-one”) or loyalty pro-
grammes (for example redemption of 
frequent flyer points); (ii) passengers 
travelling as compensation for denied 
boarding; (iii) passengers travelling at 
corporate discounts; (iv) passengers 
travelling on preferential fares 
(government, seamen, military, youth, 
student etc). Are excluded, for exam-
ple, (i) persons travelling free; (ii) per-
sons travelling at a fare or discount 
available only to employees of air car-
riers or their agents or only for travel 
on the business of the carriers; (iii) 
infants who do not occupy a seat. 

Revenue Passenger-Kilometres 
(RPK). One fare-paying passenger 
transported one kilometre. RPK's are 
computed by multiplying the number of 
revenue passengers by the kilometres 
they are flown. 

Revenue Tonne-Kilometres (RTK). 
One tonne of revenue traffic trans-
ported one kilometre. Revenue tonne-
kilometres are computed by multiply-
ing metric tonnes of revenue traffic 
(passenger, freight and mail) by the 
kilometres which this traffic is flown.  
Passenger tonne-kilometres are calcu-
lated using standard weights (including 
baggage) which may differ between 
airlines and between domestic/short/
long-haul. 

Scheduled Services. Flights sched-
uled and performed for remuneration 
according to a published timetable, or 
so regular or frequent as to constitute 
a recognisably systematic series, 
which are open to direct booking by 
members of the public. Extra flights 
occasioned by overflow traffic from 
scheduled flights and preparatory 
revenue flights on planned air services 
are also considered to be scheduled 
services. 

Unit Cost. The average operating cost 
incurred per available tonne-kilometre. 

Yield. The average amount of revenue 
received per revenue tonne-kilometre.  
Passenger yield: passenger revenue 
per RPK. 
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The Association of European Airlines is 
an industry organisation representing 
30 major European airlines, with a 
collective turnover of € 75bn, carrying 
more than 320 million passengers and 
6 million tonnes of cargo in 2005. AEA 
airlines operate 10,720 flights daily with 
a fleet of more than 2,400 aircraft, 
serving 620 destinations worldwide, 
with a combined staff of just over 
378,000. The membership of AEA 
includes European scheduled and 
charter, passenger and all-cargo 
carriers, operating domestic, European 
and international services.

AEA is a non-profit making association. 
It operates for, and is represented 
jointly by all its members, expressing 
the common interests of its members at 
international and governmental level. 
The Secretary General acts as the 
Association's spokesman.

The AEA is governed by the full 
Assembly of Presidents of its member 
airlines. The Presidents elect a 
Chairman to represent and support the 
AEA for a period of one year, assisted 
by the so-called Presidents' Committee, 
which is composed of the past and 
present Chairmen and seven other 
Presidents elected by the Assembly, 
with a total of nine representatives.

The AEA Secretariat, with at its head 
the Secretary General, is located in 
Brussels and has a staff of twenty-two.
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