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ORLANDQO, Fla. - At the U.S. National Business Awsgit Association trade show, the
world's largest showcase for corporate-aircrafesgl hundreds of wealthy Americans
are checking out a cabin mock-up of a shiny newpsissenger jet rotating on a raised,
underlit platform. The onlookers, including someeti managers for Fortune 500
companies, are snapping pictures with their celglscand lining up for a peek into the
cabin.

The object of their attention is the US$3.65-millidondaJet, Honda Motor Co.'s first
airplane and the latest launch of what has conre tkkthown as a "very light jet" -- the
VLJ. Despite being four years from production, Haréd more than 100 orders after
just three days at the trade show this week.

"We feel this has the potential to really grow istamething, a few hundred million
dollars' worth of business," said Takeo Fukui, thkecutive of the Japanese auto giant,
which has been eyeing the aviation industry for lgoades. "We don't see it as
something small at all."

Honda, by far the highest-profile entrant into YHe) category, has a lot of company.
Last month, Eclipse Aviation Corp., pioneer of ¥ieJ, and Cessna Aircraft Co. became
the first two firms to have their jets certified the U.S. Federal Aviation Administration.
Next week, Albuquerque, N.M.-based Eclipse -- lgdhigh-tech entrepreneur Vern
Raburn and financed partly by his friend Bill Gatess to deliver its first jet. Eclipse
plans to churn out 500 more of the US$1.5-milliets joy the end of 2007, part of a
2,500-jet backlog. Another startup, Adam Aircraitiistries Inc., is seeking certification
of its distinctive A700 jet, while Brazil's Embra8A -- a newcomer to private jets after
making its name with airliners -- expects to rt8lS$2.85-million Phenom 100 off the
line in 2008. In total, about 12 VLJs have beenailed.

Forecasters predict demand of 200 to 500 VLJs g ged the impact is rippling through
the sector. Pratt & Whitney Canada, the enginelgapp Eclipse, Cessna and Embraer,
has changed the way it makes the product, assegrdnti@ngine in eight hours on a 60-
foot assembly line at its Montreal-area plant.

The VLJs have also stimulated the creation oft&aii” and other new charter services. If
their cocksure founders, mostly industry outsidars,right, they could change the way
people travel -- and their quality of life.



"This is the most significant change in aviatiorRhyears," said Jim Burns, a former top
technology consultant and investment banker, wisoondered 50 Phenoms and 50
A700s, with backing from National Bank of Canadé&é MagnumJet, based in Stamford,
Conn., will offer air-limo services in the U.S. Sbwest next spring.

VLJs weigh less than 10,000 pounds, generallyge#b six people and are powered by
a new class of engines that are barely larger @haarrel of beer. Other advances in
avionics and composite materials have been incatpdito make the jets light, cheap to
buy and operate, but also sophisticated. Most,@Xoe Honda's, cost less than US$3-
million, compared with US$4-million for Cessna'sypus entry-level corporate jet.

Mr. Burns and other operators have ordered hundrette small jets and plan to use
them to serve thousands of small public airpom®igd by major airlines.

"If you live in the lower 48 [states], we will be@ming to [an airport] near you in the next
four years," Ed lacobucci, a software entrepreménwose DayJet Corp. of Florida is
taking delivery of 310 Eclipses over 24 monthsj @lpacked audience at a VLJ
presentation Wednesday.

Former American Airlines boss Robert Crandall, W€ads Pogo Jet Inc., which has
raised US$18-million and is launching a charteviserin the Northeast. He plans to
order 50 jets by year-end. "Our perception is ge\aviation can and will appeal to a
much broader market when you do two things: maks ttonvenient as renting a car, and
make it cheap,” Mr. Crandall said.

Linear Air, a charter based in Lexington, Massd headed by 43-year-old e-commerce
entrepreneur Bill Herp, will fly people in its 3Ckpse jets from Washington, New York
and Boston, and eventually 12 other cities, to sdapy markets they can only reach via
connecting flights. He now has 600 customers, u€iegsna turboprop planes, and
expects the number to rise to 5,000 when he ojé¢rservice, charging less than existing
charters.

The draw for the air taxis is the opportunity téeothassle-free point-to-point regional
travel to business travellers, who now drive huddref miles rather than deal with the
ever-growing inconveniences of hub-and-spoke tradh direct air links, the thinking
goes, customers would happily pay to turn busitigss into day trips, and be home for
dinner. At a cost of US$5 or US$6 per mile, a Vul) 6f executives would cost as much
as first-class fare for all, while saving a lottiofie.

Richard Aboulafia of Teal Group, a Fairfax, Va.aion consultancy, said the air taxi
model is speculative and "we still have zero evigethat it will [succeed].”

Cessna boss Jack Pelton also has doubts.

"It's a tough model; it assumes some extremelydoect operating costs,"” he told
reporters this week. "They need a lot of planemattime for their model to work."



In addition, most of the air-taxi firms don't yetve financing in place to pay for their
orders; their startup funds barely cover the depoéis well, U.S. airlines have warned
the thousands of VLJs could put a strain on théraffic control system, something VLJ
makers and the FAA deny.

NAV Canada, which monitors the flow of air trafiwer Canada, says there could be an
impact in Canada if VLJs are flown to and from nnawports, such as Vancouver,
Calgary, Toronto and Montreal. But "it's more likéhat these aircraft will be primarily
used to access smaller satellite airports in udmghrecreational areas, where landing
fees are less,"” said Ross Bowie, director of Aivijation System Service Design for
NAV Canada. "For example, St. Andrews Airport, néannipeg, might be frequented
by VLJs instead of Winnipeg International Airpast, Buttonville, near Toronto, instead
of Pearson International."

Meanwhile, some air-taxi operators are alreadynakiwipes at each other's business
models (particularly DayJet's, for selling eacht sea jet separately), and many industry
watchers continue to second-guess Mr. Raburn'gyatailramp up production from zero
to 500 jets per year.

Pierre Beaudoin, president of Bombardier Inc.'ssgace unit, which makes large
corporate jets and is watching the VLJ revolutimnf the margins, said this week he
doubts "this will be a highly profitable market hec"

Still, the explosion of VLJs is a vindication forrMRaburn, who was dismissed as an
interloper when the founder of Symantec Corp. (dedpre that, Microsoft's 18th
employee) unveiled the Eclipse in 2000. "The expsaid there was no VLJ market; this
was all just fantasy," he said.

Even without air-taxi orders, VLJ makers say therenough demand from owner-
operators for 200 jets yearly. "We have more preglbeing introduced into this category
than any other category in aviation," said Mr. Rabtl'm glad | said this is an
opportunity, and guess what? I'm right."

Mr. Raburn may be the pioneer of the VLJ era, tsugodfather is a civil servant. Bruce
Holmes, director of the National Aeronatics and®&padministration (NASA)
advanced-planning office, played a key role inngyihe foundation for the age of small-
jet commuter travel.

In the late 1980s, as the aviation industry reéi@ah a vicious downturn, Mr. Holmes
began pushing the idea within NASA that technoladyances could revitalize the U.S.
general-aviation industry. He believed the govemina@d corporate-jet makers should
work together to help bring small-jet travel to thasses.

To get there, "everything to do with producing &craft had to change," Mr. Holmes
said.



That meant shrinking the size of engines and aggymanufacturing more efficiently
and using cheap, light materials. That would helgesa chronic inefficiency in the
nation's air-transport infrastructure: There af#8,airports within a 20-minute drive of
98% of Americans, Mr. Holmes said, yet the airliflgdo fewer than 500 airports. Most
airports are underused, and people underserved.

Mr. Holmes' own experience highlighted his point1D98, he began collecting data on
every trip he took, 250 in all. He calculated howaim time he could have saved by
flying directly between the closest airports to Inisne and destination, "On average, |
travel 7,200 miles out of my way per year and armayafkom home two weeks more than
| have to be, if | flew direct,” he said. "We arasting enormous periods of time."

In the mid-1990s, Mr. Holmes convinced NASA to coind®9-million to a program
with industry to study ways to improve engines, eniats and safety. NASA also
launched a US$45-million competition to developreal, low-cost, high-performance
engine that could demonstrate to industry the giatieof a compact power plant.

The winner, Williams International Co. of Michigamsed its design on an engine it
made for cruise missiles. The engine flew on a destrator plane at an air show in
Wisconsin in 1996.

As it passed overhead, Mr. Holmes was talking toRé&burn, the owner of vintage
planes and member of the board overseeing the shlowat the time was also
considering a career change out of the tech wtvlen saw this plane in the sky and
said, 'This is it. This is what | need to do,' ".Miolmes said.

Mr. Raburn said he was struck by the potentialdapa the dynamics of the IT industry,
in which capacity rises as prices fall, to the gesind building of small jets in a way that
changed "the value proposition.”

With his vision unfolding, Mr. Holmes looked contexs he milled about the trade show
this week. VLJs might still be jets for the welldied, but "fashion flows downhill," he
said. If the air-taxi business takes hold, jet makell drive down costs, make VLJs
cheaper to buy and operate, and herald an eraecgdpalized, democratized air
mobility," he said.

SWARM OF NEW JETS:

ECLIPSE 500

Price $1.5-million

No. passengers 4

Range 2,084 km



Max. cruise speed 685 km/h

Status In production. First delivery next week.

The skinny The first VLJ, launched by software epteneur Vern Raburn.
CESSNA CITATION MUSTANG

Price US$2.5-million

No. passengers 4

Range 2,130 km

Max. cruise speed 630 km/h

Status Certified and in production.

The skinny The lone VLJ from an established busigesmanufacturer.
EMBRAER PHENOM 100

Price US$2.85-million

No. passengers 6

Range 2,148 km

Max. cruise speed 704 km/h

Status In development. Expected to enter into

service in mid-2008.

The skinny Key product for Brazil aerospace firmvrie business-jet sector.
ADAM A700

Price US$2.25-million

No. passengers 6

Range 2,037 km

Max. cruise speed 630 km/h



Status Expects to be third VLJ certified.

The skinny Innovative design and many orders, baryrdelays in program.
HONDAJET

Price US$3.6-million

No. passengers 5 or 6

Range 2,185 km/h

Max. cruise speed 778 km/h

Status In development. Expected to go into prodaati 2010.

The skinny Realization of auto giant's 20-year diobito get into aviation.
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