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Customers are
accustomed to having
access to free Wi-Fi
during nearly every
other aspect of their
journey, and Delta
believes it should be
free when flying, too.

Ekrem Dimbiloglu,
Director of Onboard Product, Delta

(www.businesstraveller.com)
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WHERE WE ARE TODAY

Inflight connectivity (IFC) on aircraft has become a hygiene
factor. Airlines that don’t invest in IFC — when all else is equal
(ticket prices, schedules, corporate agreements, loyalty
schemes) — put themselves at risk of considerable competitive
disadvantage. Passenger demand is now well proven. What's
more, our experience and research with airlines that provide
free Wi-Fi can see take-up rates of 30%-40%. This often
compares to less than 10% when passengers are charged for
access.

Most airlines that provide IFC services today offer a basic palette of access and pricing features.
These options enable passengers to use the service through a range of paths and at differentiated
price points and plans, such as:

Automatic direction to the portal (AutoCapture)

Portal UX design and connectivity portal latency optimisation
Airline loyalty points

Voucher functionality

Easy payment flow (credit cards, e-wallet)

User accounts / subscriptions

Dynamic pricing and upsell

Ongoing retail price planning

Marketing and communications

Ticket purchase flow

Integrating the IFC portal and IFC sales into the airline app

If take-up rates are to reach the 30%-40% mark, however, these features alone may not suffice. Over
the last 15 years, the market has consistently suggested that passenger access should be instant,
seamless and above all free in order to hit that 30% take-up threshold.

Lower bandwidth and equipment costs are the key to making Wi-Fi more
readily available and sustainable for airlines. Costs have been trending
down for years and this has enabled dozens of airlines to begin offering
Wi-Fi across their fleets.

Jason Rabinowitz, Analyst, Routehappy

https://www.phocuswire.com/10-years-on-airlines-begin-to-see-the-benefits-of-inflight-wifi
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We have surveyed approximately 30 airlines that offer free IFC
access and found a clear trend: over the last two years, the use
of free-of-charge IFC has accelerated steeply.

e More than 80% of passengers in advanced economies have a smartphone and are used to
being always connected on the ground via cellular networks, at no incremental cost (over and above
their monthly cellular subscription fee).

e Competitive pressure between airlines is mounting. Industry analysts estimate that the number
of aircraft offering IFC will more than double over the next 10 years - from 7,400 aircraft in 2017
to 23,000 in 20272. Offering IFC will no longer be a differentiator in itself. Rather, airlines will need
to useitin a way that differentiates their offer from the rest of the market, and free-of-charge IFC
access is often at the top of passenger expectations.

e Bandwidth available to the passenger is growing rapidly with overall VSAT bandwidth growth
expected toreach 120 Gbps in 20253, thereby increasing the bandwidth available per aircraft.
Higher bandwidth enables a richer and more compelling IFC ‘as-at-home” experience.

e HTS capacity price is decreasing and the sponsorship of IFC is becoming more affordable for
airlines and their partners. Analysts have noticed a consistent reduction in airtime wholesale pricing
over recent years. This trend is predicted to continue towards 2027.

"https://www.oberlo.co.uk/statistics/how-many-people-have-smartphones
2 http://satellitemarkets.com/innovations-flight-connectivity
*http://www.euroconsult-ec.com/4_February_2016

| don’t know of anywhere else
besides in an airplane that
you can’t get free Wi-Fi.

Ed Bastian, CEOQ, Delta
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While some airlines have moved into offering limited free IFC or free messaging on flights,
JetBlue is currently the only US airline that offers free unlimited IFC to all its customers.
Delta’s intention is to offer it too, with their CEQ, Ed Bastian, recently quoted as saying “I
don’t know of anywhere else besides in an airplane that you can’t get free Wi-Fi”.

However, it’s JetBlue's innovative partnership with Amazon — JetBlue’s TrueBlue reward
members earn points for shopping on Amazon and in turn receive free Wi-Fi — that
enabled JetBlue to lead the way in free sponsored IFC across the industry.

Japan Airlines (JAL) is also a pioneer is this field. Since 2017, it has offered free Wi-Fi
onboard its domestic flights, allowing it to increase customer satisfaction and stand out
from airline competitors and public transportation. Having recognised that free Wi-Fi was
an expectation of its passengers, JAL has also replicated this approach on international
flights, where First Class passengers are now entitled to complimentary internet access
onboard. In addition, it has partnered with Wire and Wireless Co Ltd. (Wi2) to offer

free Wi-Fi access throughout Japan to their overseas passengers visiting the country,
ensuring seamless connectivity in the air and on the ground during their trips.

Our [JetBlue’s] partnership with Amazon has been very successful. We
started with content streaming and extended into shopping. | think it’s
a great opportunity. It’s not so much about charging but about finding

a way to fund [Wi-Fi] but keep it as part of the passenger experience.

Eash Sundaram,
Cl0, JetBlue

https://www.phocuswire.com/10-years-on-airlines-begin-to-see-the-benefits-of-inflight-wifi
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HOW AIRLINES CAN MONETISE

FREE-OF-CHARGE IFC

Providing free-of-charge IFC to
passengers does not mean that
airlines cannot monetise IFC. The
simplest way to monetise IFC is
indirectly through sponsorships.

Since passengers’ choice of airline will be somewhat
influenced by the availability of free-of-charge

IFC, airlines will see an upside from sponsored IFC
through overall improved retention and acquisition
rates of passengers. The financial upside will be
captured through increased revenues generated
from improved ticket sales and load factors as well as
improved Net Promoter Scores (NPS).

Today, most connected domestic flights within the
US offer some degree of sponsored IFC, mostly
free-of-charge messaging, and the trajectory is
towards airlines offering more free connectivity and
bandwidth for free.

It should be noted that a growing number of airlines
across the world pursue this business model. JetBlue,
JAL, Norwegian, Air New Zealand, Emirates and Virgin
Australia all offer comprehensive free-of-charge

IFC plans to all of their passengers. Some airlines,
such as Finnair and SAS, choose a variation of this
model, offering free Wi-Fi to a select number of their
passengers such as high-value customers.

There are also new free-of-charge business models
that offer the promise of generating ancillary
revenues. These business models are more complex
though and largely rely on which enabling retail
features and services are offered by the IFC provider.

They are based on the fundamental premise that
capacity costis dropping, bandwidth is increasing,
and new in-cabin features are making IFC both
more affordable and attractive to sponsors, affiliate
partners, advertisers, and roaming partners. These
new ancillary revenue models may be outlined
around a hierarchy of IFC needs and monetisation
opportunities, see Figure 2.
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Qur customers expect to

be connected everywhere,
whether that be from the
comfort of their sofa or
35,000 feet above it. That's
why we're so proud that
JetBlue is now the only airline
[in the US] to offer free,
high-speed Wi-Fi, live TV and
movies for all customers on
every plane.

Jamie Perry,
VP of marketing, JetBlue
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CONNECTIVITY HIERARCHY OF NEEDS

Attracts advertisers and partners

|

«  Onboard products to enhance the journey
Online shopping for ground delivery
Affiliate partnerships

Advertising

PORTAL
MONETISATION

o Drive higher take up of Wi-Fi

30-40% «  Sponsorships to pay for bandwidth

TAKE-UP «  Roaming for a frictionless connection

o Hygiene factor for
customers
ENABLE AIRCRAFT WITH CONNECTIVITY « Reliable, fast Wi-Fi

. Stayconnected at all
journey points

FIGURE 2 - HEIRARCHY OF IFC NEEDS

Another model is offered by those mobile network operators that wish to
‘extend’ their mobile coverage into the aircraft cabin through a roaming
distribution agreement. Under this agreement the airline sells IFC airtime
on a wholesale basis to the mobile network operator, which then in turn
provides the IFC to its subscriber base.

Until recently, airtime pricing was too high to persuade roaming partners to include inflight roaming in
their retail subscription plans. This has changed, however, and airtime pricing can now be sold to roaming
partners at mass market wholesale rates and still allow for a margin for the airline.

Just as importantly, a new Wi-Firoaming technology — Passpoint — is now being pioneered by Inmarsat,
which will allow passengers seamless roaming access to IFC, in a manner similar to what users experience
through reqgular terrestrial roaming services. Passpoint roaming is already being offered to mobile users at
many Wi-Fi hotspots, such as the London Underground.
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Other IFC sponsor prospects are the existing affiliate network partners
of airlines — credit card providers, car rentals, tour operators, etc. — as
well as consumer-oriented businesses in the digital space.

These already deliver most digital advertising and affiliate partner revenues on regular internet sites.
They will have a high propensity to sponsor IFC and deliver other IFC revenues through advertising and
affiliate partner agreements in return for engaging with passengers.

For the past year or so,
we've been working towards
a goal to get the system

to a high enough level of
reliability and bandwidth
that we can make Wi-Fi free
for our customers. We're
excited at the progress we're
making towards that goal.

Scott Kirby
President, United Airlines

We're delighted with the
uptake of our free inflight
Wi-Fi and have had great

customer interest since its
introduction with travellers
from around the world finding
it a fantastic way to be able

..industry experts expect
Delta will continue down the
full-time free Wi-Fi path ...

and that other airlines will

have no choice but to follow.

https://cnb.cx/2MPPNGI

to stay connected with their
friends and family.

Mike Tod.
Chief Marketing and Customer Officer,
Air New Zealand
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Inmarsat recommends an enhanced media
portal with agency, billing and back-

end integration features to drive portal
monetisation. This provides sponsors,
affiliates and advertisers with the targeting,
reporting and media inventory that is
required to provide them with a positive
return on investment.

»

inmarsat
aviation inmarsataviation.com




)

inmarsat
aviation

Our Global representatives are ready to help. For further information on
Inmarsat’s innovation, please visit our website or get in touch with our team.

aviationsales@inmarsat.com
inmarsataviation.com

While the information in this document has been prepared in good faith, no representation, warranty, assurance or undertaking (express or implied) is or will be
made, and no responsibility or liability (howsoever arising) is or will be accepted by the Inmarsat group or any of its officers, employees or agents in relation to

the adequacy,accuracy, completeness, reasonableness or fitness for purpose of the information in this document. All and any such responsibility and liability
is.expressly disclaimed and excluded to the maximum extent permitted by applicable law. INMARSAT is a trademark owned by the International Mobile Satellite
Organisation, the Inmarsat LOGO is a trademark owned by Inmarsat (IP) Company Limited. Both trademarks are licensed to Inmarsat Global Limited. All other
Inmarsat trademarks in this document are owned by Inmarsat Global Limited. ©lnmarsat Global Limited 2020. All rights reserved. Commercial Aviation, March 2020.



