Airlines for America’

May 29, 2024

Peter Schiefke, M.P.

Chair

Committee on Transport, Infrastructure, and Communities
House of Commons

Ottawa, Ontario

Canada

K1A OA6

Re: State of Airline Competition in Canada

Dear Mr. Schiefke,

Airlines for America (A4A)," on behalf of its members, would like to take this opportunity to
comment on the Standing Committee on Transport, Infrastructure, and Communities’ study on
the State of Airline Competition in Canada.

Our passenger members, including Alaska Airlines, American Airlines, Delta Air Lines, JetBlue
Airways, United Airlines and associate member Air Canada, have an extensive footprint in
Canada and have a strong vested interest in the work of your committee.

A4A members transported over 21.5 million passengers in 2023 between the United States and
Canada, with U.S. and Canadian transborder routes supporting approximately 82,000 jobs in
Canada and contributing over $6 billion to the Canadian gross domestic product.?

In 2019, Canada was the largest international air travel market for the United States.?
Unfortunately, this is no longer the case. In fact, whereas A4A passenger members have
increased seat capacity considerably to markets such as Africa, Australasia and Europe, and
are back to 2019 levels in the U.S. domestic market, our capacity to Canada, especially to tier
two airports outside Canada’s four largest cities, remains below 2019 levels.

! A4A is the principal trade and service organization of the U.S. scheduled airline industry. Members of the
association are Alaska Airlines, Inc.; American Airlines Group, Inc.; Atlas Air, Inc.; Delta Air Lines, Inc., Federal
Express Corporation; Hawaiian Airlines; JetBlue Airways Corp.; Southwest Airlines Co.; United Holdings, Inc.; and
United Parcel Service Co. Air Canada is an associate member.

2 Based on share of revenues of Canadian and U.S. based airlines from the transborder market. IATA 2019

3 U.S. International Air Passenger and Freight Statistics, U.S. DOT December 2019 vs December 2023
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Certain routes that have previously been operated by our U.S. members to cities such as
Victoria, Edmonton, Ottawa, Saskatoon and Halifax are no longer operating. While the
downward trend can be linked to multiple factors, costs and regulations implemented in Canada
can be considered a driver of these retractions.

The U.S. and Canada are parties to an Open Skies Agreement which allows carriers the
freedom to choose where to fly in the market. There are no restrictions on a U.S. carrier’s ability
to operate from the U.S. to any Canadian airport, and therefore, Canadian cities compete with
U.S. cities for service. Commercial airlines have and will continue to choose the most
competitively advantageous routes in a market. Factors such as high taxes and charges are a
consideration in those decisions.

The Canadian fee structure includes the Airport Improvement Fee that can reach $46 CAD per
flight, as well as security fees that can now exceed $34 CAD per passenger for an international
flight. These fees are materially higher than fees in the United States. Moreover, these costs are
further compounded by navigation fees. A4A believes costs comparisons such as these
demonstrate that the cost for passengers and airlines is significantly higher in Canada.

Further compounding the competitive disadvantage of small market Canadian airports is the
expected enhancements that will be proposed in Canada’s Air Passenger Protection
Regulations (APPR) — which already exceeds requirements in other jurisdictions — can further
disincentivize service to Canadian markets, particularly smaller regional markets. At some point,
compounding the impacts of fees and regulatory costs, the economics do not make sense.
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We also have concerns that the Canadian government is inadequately fostering growth in air
travel. For example, in the U.S., through the Bipartisan Infrastructure Law®, an additional $20
billion USD has been earmarked for airport infrastructure funding, in addition to the $20 billion
USD in airport grants during the pandemic, totaling more than $40 billion USD. Unfortunately,
similar investments in aviation infrastructure are not being made in Canada, despite the high

fees levied against passengers and airlines.

In sum, we recommend the committee vigorously reassess and reconsider the high fee
structure and regulatory regime currently in place, based on international comparisons and the
reality of the Canadian market.

We thank you for your kind attention to our submission and hope it is considered while you
deliberate on the final report. Please do not hesitate to contact me if you have any questions or
require further information.

Sincerely,

A

Keith Glatz
Senior Vice President, International Affairs

5 https://www.faa.gov/bil/airport-infrastructure



