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FORWARD LOOKING STATEMENTS
This annual report on Form 10-K, including “Management’s Discussion and Analysis of Financial Condition and
Results of Operations,” in Item 7, contains forward-looking statements, within the meaning of the Private Securities
Litigation Reform Act of 1995, that involve risks and uncertainties. Forward-looking statements provide current
expectations of future events based on certain assumptions and include any statement that does not directly relate to
any historical or current fact. Forward-looking statements can also be identified by words such as “future,” “anticipates,”
“believes,” “estimates,” “expects,” “intends,” “plans,” “predicts,” “will,” “would,” “could,” “can,” “may,” and similar terms. Forward-looking
statements are not guarantees of future performance and the Company’s actual results may differ significantly from the
results discussed in the forward-looking statements. Factors that might cause such differences include, but are not
limited to, those discussed in “Risk Factors” in Item 1A . The Company assumes no obligation to revise or update any
forward-looking statements for any reason, except as required by law.
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PART I

ITEM 1. BUSINESS
Company Overview
Air Transport Services Group, Inc. leases aircraft and provides airline operations, ground services, aircraft
modification and maintenance services, and other support services to the air transportation and logistics industries.
Through the Company's subsidiaries, we offer a range of complementary services to delivery businesses, freight
forwarders, airlines and government customers. (When the context requires, we may use the terms “Company” and
“ATSG” in this report to refer to the business of ATSG and its subsidiaries on a consolidated basis.) We offer standalone
services along with bundled, customized solutions, scalable to our customers' needs. Our services are summarized
below.
Aircraft leasing: We lease aircraft through the Company's leasing subsidiary, Cargo Aircraft Management, Inc.
(“CAM”). CAM's fleet consists of Boeing 737, 757 and 767 cargo aircraft, Boeing 767 and 777 passenger aircraft and
Boeing 757 "combi" aircraft which simultaneously carry passengers and cargo on the main deck. CAM services global
demand for cargo airlift by offering Boeing 767, 757 and 737 aircraft leases. CAM is able to provide competitive lease
rates by converting passenger aircraft into cargo freighters. CAM monitors the market for available passenger aircraft,
typically 15 to 20 years beyond their original manufacture date. After evaluation of an aircraft's condition and
technical specifications, CAM acquires passenger aircraft that meet its requirements for projected into-service costs
and rate of return targets. After conversion to freighter configuration, CAM's aircraft can be deployed into markets
more economically than newly built freighters. CAM's aircraft leases are typically under multi-year agreements.
Airline operations: We offer combinations of aircraft, crews, maintenance and insurance services to provide
customized transportation capacity to our customers. ATSG wholly owns three airlines, ABX Air, Inc. (“ABX”), Air
Transport International, Inc. (“ATI”), and Omni Air International, LLC ("OAI") which are each independently
certificated by the U.S. Department of Transportation and separately offer services to customers. ABX operates
Boeing 767 freighter aircraft, ATI operates Boeing 767 and 757 freighter and Boeing 757 combi aircraft and OAI
operates Boeing 767 and 777 passenger aircraft.
Support services:  We provide transportation related services such as aircraft maintenance, crew training and ground
handling to delivery companies, freight forwarders and other airlines. Customers who lease our aircraft often need
related support services. Offering support services provides us with a competitive advantage for diversification and
incremental revenues. Our businesses and subsidiaries providing support services are summarized below:

•
Ground services: We provide load transfer and sorting services, as well as related maintenance services for material
handling equipment, ground equipment and facilities through our LGSTX Services, Inc. (“LGSTX”) subsidiary.
LGSTX also rents ground equipment and sells aviation fuel in Ohio.

•

Aircraft maintenance and modification services: We provide airframe modification and maintenance, component
repairs, engineering services and aircraft line maintenance through our subsidiaries Airborne Maintenance and
Engineering Services, Inc. (“AMES”) and Pemco World Air Services, Inc. ("Pemco"). AMES Material Services, Inc.
("AMS") resells and brokers aircraft parts. We provide line maintenance services at certain airports.
•Flight support services: We also offer flight crew training.
The business development and marketing activities of our operating subsidiaries are supported by the Company's
Airborne Global Solutions, Inc. ("AGS") subsidiary. AGS markets the various services and products offered by our
subsidiaries by bundling solutions that leverage the entire portfolio of our subsidiaries' capabilities and experience in
global cargo operations. Our bundled services are flexible and scalable to complement our customers' own resources
and support our operational growth. Further, AGS assists our subsidiaries in achieving their sales and marketing plans
by identifying their customers' business and operational requirements while providing sales leads.
Business Development
The Company is incorporated in Delaware and its headquarters is in Wilmington, Ohio. The Company's common
shares are publicly traded on the NASDAQ Stock Market under the symbol ATSG. ATSG was formed in 2007 for the
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purpose of creating a holding company structure that resulted in its predecessor, ABX, which was incorporated in
1980, becoming a subsidiary of the Company.
We have had multi-year contracts with DHL Network Operations (USA), Inc. and its affiliates ("DHL") since August
2003. In 2010, we entered into commercial agreements with DHL under which DHL leased thirteen Boeing 767
freighter aircraft from CAM and ABX operates those aircraft under a separate crew, maintenance and insurance
agreement. The initial term of the operating agreement was five years, while the terms of the aircraft leases were
seven years. Effective April 1, 2015, the Company and DHL amended and restated the agreements (together, the
"CMI agreement") which extended the Boeing 767 aircraft lease terms and the operation of those aircraft through
March 2019. The expiring Boeing 767 aircraft leases and CMI agreement with DHL are expected to be renewed in
March 2019 under terms similar to the existing terms.
On November 9, 2018, we acquired OAI, a passenger airline, along with related entities Advanced Flight Services,
LLC; Omni Aviation Leasing, LLC; and T7 Aviation Leasing, LLC (referred to collectively herein as "Omni"). OAI is
a leading provider of contracted passenger airlift for the U.S. Department of Defense ("DoD") via the Civil Reserve
Air Fleet ("CRAF") program, and a provider of full-service passenger charter and ACMI services. OAI carries
passengers worldwide for a variety of private sector customers and other government services agencies.  The addition
of Omni expanded our customer solution offerings primarily through additional passenger transportation capabilities
and the authority to operate Boeing 777 aircraft. The acquisition increased the Company's revenues, cash flows and
customer diversification. (Additional information about the acquisition of Omni is presented in Note B to the
accompanying consolidated financial statements.)
In September 2015, we began to operate a trial air network for Amazon.com Services, Inc. ("ASI"), the successor to
Amazon Fulfillment Services, Inc., a subsidiary of Amazon.com, Inc. (“Amazon”). We provided cargo handling and
logistical support as the network grew to five dedicated Boeing 767 freighter aircraft during 2015. On March 8, 2016,
the Company and ASI entered into an Air Transportation Services Agreement (the “ATSA”) which became effective
April 1, 2016. Pursuant to the ATSA, CAM leases 20 Boeing 767 freighter aircraft to ASI, including 12 Boeing
767-200 freighter aircraft for a term of five years and eight Boeing 767-300 freighter aircraft for a term of seven years.
Under the ATSA, ABX and ATI operate those aircraft for an initial term of five years while our LGSTX subsidiary
provides gateway services for ASI at certain airports.
In conjunction with the execution of the original ATSA, the Company and Amazon entered into an Investment
Agreement and a Stockholders Agreement, each dated March 8, 2016. The Investment Agreement calls for the
Company to issue warrants in three tranches, which will result in Amazon having the right to acquire up to 19.9% of
the Company’s outstanding common shares measured as further described below. The first tranche of warrants, issued
upon execution of the Investment Agreement, grants Amazon the right to purchase approximately 12.81 million
ATSG common shares, all of which are now vested. The second tranche of warrants, which were issued and vested on
March 8, 2018, grants Amazon the right to purchase approximately 1.59 million ATSG common shares. The third
tranche of warrants will be issued on September 8, 2020 and will also vest immediately upon issuance. The third
tranche of warrants will grant Amazon the right to purchase such additional number of ATSG common shares as is
necessary to bring Amazon’s ownership to 19.9% of the Company’s pre-transaction outstanding common shares
measured on a GAAP-diluted basis, adjusted for share issuances and repurchases by the Company following the date
of the Investment Agreement, after giving effect to the issuance of the warrants. Each of the three tranches of warrants
will be exercisable in accordance with its terms through the fifth anniversary of the date of the Investment Agreement.
The exercise price of the warrants is $9.73 per share, which represents the closing price of ATSG’s common shares on
February 9, 2016.
On December 22, 2018 we announced amendments to the agreements with Amazon to 1) lease and operate ten
additional Boeing 767-300 aircraft for ASI, 2) extend the term of the 12 Boeing 767-200 aircraft currently leased to
ASI by two years to 2023, with an option for three additional years, 3) extend the term of the eight Boeing 767-300
aircraft currently leased to ASI by three years to 2026 and 2027, with an option for three additional years and 4)
extend the ATSA for five years through March 2026, with an option to extend for an additional three years. We plan
to deliver five of the 767-300 aircraft in 2019 and the remainder in 2020, each under a ten year lease.
In conjunction with the commitment for ten additional 767 aircraft leases, extensions of twenty existing Boeing 767
aircraft leases and the ATSA described above, Amazon will be issued warrants for 14.8 million common shares which

Edgar Filing: Air Transport Services Group, Inc. - Form 10-K

6



could expand its potential ownership in the Company to approximately 33.2%, including the warrants described above
for the 2016 agreements.  These new warrants will vest as existing leases are extended and additional aircraft
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leases are executed and added to the ATSA operations. These new warrants will expire if not exercised within seven
years from their issuance date. They have an exercise price of $21.53 per share, based on the volume-weighted
average price of the Company's shares over the 30 trading days' immediately preceding execution of a non-binding
term sheet by the parties on October 29, 2018.
Additionally, Amazon will be able to earn incremental warrant rights, increasing its potential ownership from 33.2%
up to approximately 39.9% of the Company, by leasing up to seventeen more cargo aircraft from the Company before
January 2026. Incremental warrants granted for Amazon’s commitment to any such future aircraft leases will have an
exercise price of the $21.53 referenced above, provided the parties reach binding agreements on future lease terms
before April 2019. Beginning in April 2019, the exercise price of incremental warrants related to future aircraft leases
will be based on the volume-weighted average price of ATSG’s shares during the 30 trading days immediately
preceding the contractual commitment for each lease.
The warrants potentially issuable under these new agreements with Amazon will require an increase in the number of
authorized common shares of ATSG. We intend to submit a proposal calling for an appropriate increase in the number
of authorized common shares for shareholder consideration at the Company’s next annual meeting of shareholders in
May 2019.
In December 2018, we entered into an agreement to acquire twenty Boeing 767-300 extended-range passenger aircraft
over the next three years. The aircraft covered by this agreement are currently operated by American Airlines. They
were manufactured between 1993 and 2003, and are powered by General Electric CF6-series engines. We will begin
to acquire the aircraft during 2019 and currently expect to begin freighter modification of six of the twenty Boeing
767-300 aircraft during 2019, up to nine during 2020, and no fewer than five in 2021.
In January 2014, we acquired a 25 percent equity interest in West Atlantic AB of Gothenburg, Sweden. West Atlantic
AB, through its two airlines, Atlantic Airlines Ltd. and West Atlantic Sweden AB, operates a fleet of approximately
40 cargo aircraft. West Atlantic AB operates its aircraft on behalf of European regional mail carriers and express
logistics providers. The airlines operate a combined fleet of British Aerospace ATPs, Bombardier CRJ-200-PFs, and
Boeing 767 and 737 aircraft. We account for our equity interest under the equity method of accounting.
In December 2016, we acquired Pemco. Pemco  provides aircraft maintenance, modification, and engineering
services. Pemco is based at the Tampa International Airport where it operates a two-hangar aircraft facility of 311,500
square feet and employs approximately 370 people. Pemco is a leading provider of passenger-to-freighter conversions
for Boeing 737-300 and 737-400 aircraft, having redelivered over 50 Boeing 737 converted aircraft to Chinese
operators over ten years. Pemco's aircraft conversion capabilities and aircraft hangar operations are marketed with our
other air transportation support services.
On August 3, 2017, we entered into a joint-venture agreement with Precision Aircraft Solutions, LLC, to develop a
passenger-to-freighter conversion program for Airbus A321-200 aircraft. We anticipate approval of a supplemental
type certificate in 2020. We expect to make contributions equal to our 49% ownership percentage of the program's
total costs over the next year. We account for our investment in the joint venture under the equity method of
accounting.
Revenue Information
The Company has three reportable segments, "CAM" which includes aircraft and engine leasing, “ACMI Services"
which includes the airlines' operations and "MRO Services." which includes the operations of AMES and Pemco. Our
other business operations, including load transfer and package sorting services as well as ground equipment leasing
and maintenance do not constitute reportable segments due to their size. Segment revenues for 2018 are summarized
below (in thousands):

CAM ACMI Services MRO Services Other Support Services

External revenues (in thousands) $156,516 $548,804 $117,832 $69,193
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Customer revenues for 2018 are summarized below.
DHL Amazon DoD Other

Percent of consolidated revenues 26% 27% 15% 32%
Revenues include the activities of Omni for periods since its acquisition by the Company on November 9, 2018.
Additional financial information about our segments and revenues is presented in Note O to the accompanying
consolidated financial statements.
Description of Business
CAM
CAM leases aircraft to ATSG's airlines and to external customers, including DHL and Amazon, usually under
multi-year contracts with a schedule of fixed monthly payments. Under a typical lease arrangement, the customer
maintains the aircraft in serviceable condition at its own cost. At the end of the lease term, the customer is typically
required to return the aircraft in approximately the same maintenance condition that existed at the inception of the
lease, as measured by airframe and engine time and cycles since the last scheduled maintenance event. CAM
examines the credit worthiness of potential customers, their short and long-term growth prospects, their financial
condition and backing, the experience of their management, and the impact of governmental regulation when
determining the lease rate that is offered to the customer. In addition, CAM monitors the customer’s business and
financial status throughout the term of the lease.
As of December 31, 2018, CAM’s fleet consisted of 91 serviceable Boeing 777, 767, 757 and 737 passenger and cargo
aircraft. A complete list of the Company's aircraft is included in Item 2, Properties. Through CAM and the acquisition
of Omni, we have expanded in recent years the Company's combined fleet of Boeing 777, 767, 757 and 737 aircraft.
Since the beginning of 2016, CAM has managed the modification of 23 Boeing 767-300 passenger aircraft to a
freighter configuration and two Boeing 737 passenger aircraft to a freighter configuration. CAM added two Boeing
767-200 passenger aircraft, six Boeing 767-300 passenger aircraft and three Boeing 777-200 passenger aircraft
through the Company's acquisition of Omni on November 9, 2018.
ACMI Services
ACMI Services consists of the operations of the Company's three airline subsidiaries. Through the airlines, we provide
airlift operations to DHL, Amazon, the DoD and other transportation customers. A typical operating agreement
requires our airline to supply, at a specific rate per block hour and/or per month, a combination of aircraft, crew,
maintenance and insurance for specified transportation operations. These services are commonly referred to as ACMI,
CMI or Charter services depending on the selection of services contracted by the customer. The customer bears the
responsibility for capacity utilization and unit pricing in all cases.
ACMI - The airline provides the aircraft, flight crews, aircraft maintenance and aircraft hull and liability insurance
while the customer is typically responsible for substantially all other aircraft operating expenses, including fuel,
landing fees, parking fees and ground and cargo handling expenses.
CMI -The customer is responsible for providing the aircraft, in addition to the fuel and other operating expenses. The
airline provides the flight crews, aircraft hull and liability insurance and typically aircraft line maintenance as needed
between network flights.
Charter - The airline is responsible for providing full service, including fuel, aircraft, flight crews, maintenance,
aircraft hull and liability insurance, landing fees, parking fees, ground and cargo handling expenses and other
operating expenses for an all-inclusive price.
Our airlines participate in the DoD CRAF Program which allows our airlines to bid for military charter operations for
passenger and cargo transportation. Our airlines provide charter operations to the Air Mobility Command ("AMC")
through contracts awarded by the U.S. Transportation Command ("USTC"), both of which are organized under the
DoD. The USTC secures airlift capacity through fixed awards, which are awarded annually, and through bids for
"expansion routes" which are awarded on a quarterly, monthly and as-needed basis. Under the contracts, we are
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responsible for all operating expenses including fuel, landing and ground handling expenses. We receive
reimbursements from the USTC each month if the price of fuel paid by us for the flights exceeds a previously set peg
price. If the price of fuel paid by us is less than the peg price, then we pay the difference to the USTC. Airlines may
participate in the CRAF program either independently, or through teaming arrangements with other airlines. Our
airlines are members of the Patriot Team of CRAF airlines. We pay a commission to the Patriot Team, based on
certain revenues we receive under USTC contracts.
ATI contracts with the USTC to operate its unique fleet of four Boeing 757 "combi" aircraft, which are capable of
simultaneously carrying passengers and cargo containers on the main flight deck. ATI has been operating combi
aircraft for the DoD since 1993. In January 2018, the USTC contracted with ATI to provide combi aircraft operations
through December 2021 and awarded ATI three international routes for combi aircraft for 2019. OAI has been
operating aircraft for the DoD since 1995. Contracts with the USTC are typically for a one-year period, however, the
current passenger international charter contract has a two year term with option periods through September 2024.
Approximately 8% of the Company's consolidated revenues for 2018 were derived from providing airline operations
for customers other than DHL, Amazon and the DoD. These ACMI and charter operations are typically provided to
delivery companies, freight forwarders, vacation businesses and other airlines.
We provide contracted transportation capacity to our customers. We do not sell passenger travel tickets, nor do we sell
individual package delivery services. Our airlines operate wide-body and medium wide-body aircraft usually on
intra-continental flights and medium and long range inter-continental flights. The airlines typically operate our
freighter aircraft in the customers' regional networks that connect to and from global cargo networks. The aircraft
types we operate have lower investment and ongoing maintenance costs and can operate cost efficiently with smaller
loads on shorter routes than the larger capacity aircraft, such as the Boeing 747 and Airbus A380.
Demand for air transportation services correlates closely with general economic conditions and the level of
commercial activity in a geographic area. Stronger general economic conditions and growth in a region typically
increase the need for air transportation. Historically, the cargo industry has experienced higher volumes during the
fourth calendar quarter of each year due to increased shipments during the holiday season. Generally, time-critical
delivery needs, such as just-in-time inventory management, increase the demand for air cargo delivery, while higher
costs of aviation fuel generally reduces the demand for air delivery services. When aviation fuel prices increase,
shippers will consider using ground transportation if the delivery time allows.
We have limited exposure to fluctuations in the price of aviation fuel under contracts with our customers. DHL and
Amazon, like most of our ACMI customers, procure the aircraft fuel and fueling services necessary for their flights.
Our charter agreements with the U.S. Military are based on a preset pegged fuel price and include a subsequent
true-up to the actual fuel prices.
Aircraft Maintenance and Modification Services
We provide aircraft maintenance and modification services to other air carriers through our ABX, AMES and Pemco
subsidiaries. These subsidiaries have technical expertise related to aircraft modifications through a long history in
aviation. They own many Supplemental Type Certificates (“STCs”). An STC is granted by the FAA and represents an
ownership right, similar to an intellectual property right, which authorizes the alteration of an airframe, engine or
component. We market our subsidiaries capabilities by identifying aviation-related maintenance and modification
opportunities and matching them to customer needs.
AMES operates in Wilmington, Ohio, a repair station certified by the Federal Aviation Administration (“FAA”) under
Part 145 of the Federal Aviation Regulations, including hangars, a component shop and engineering capabilities.
AMES is AS9100 quality certified for the aerospace industry. AMES’ marketable capabilities include the installation
of avionics systems and flat panel displays for Boeing 757 and 767 aircraft. The Wilmington facility is capable of
servicing airframes as large as the Boeing 747-400 and the Boeing 777 aircraft. AMES , through its Pemco subsidiary,
also operates an FAA certificated Part 145 repair station from a two hangar facility in Tampa, Florida. The Tampa
location has the capability to perform airframe maintenance on Boeing 767, 757, 737, McDonnell Douglas MD-80,
Airbus A320, A321 and various regional jet model aircraft. We have the ability to perform line maintenance and
airframe maintenance on McDonnell Douglas MD-80, Boeing 767, 757, 737, 777, 727 and Airbus A320 aircraft. We
also have the capability to refurbish airframe components, including approximately 60% of the components utilized
by Boeing
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767 aircraft. Through Pemco, we also perform aircraft modification and engineering services, including
passenger-to-freighter and passenger-to-combi conversions for Boeing 737-200, Boeing 737-300, Boeing 737-400,
and 737-700 series aircraft.
AMS is an Aviation Suppliers Association, ASA 100 Accredited reseller and broker of aircraft parts. AMS carries an
inventory of Boeing 767, 757 and 737 spare parts and also maintains inventory on consignment from original
equipment manufacturers, resellers, lessors and other airlines. AMS's customers include the commercial air cargo
industry, passenger airlines, aircraft manufacturers and contract maintenance companies serving the commercial
aviation industry, as well as other resellers.
Ground Services
Through the Company's LGSTX subsidiaries, we provide labor and management for load transfer and sorting services
at certain facilities inside or near airports in the U.S. LGSTX also arranges similar load transfer services to support
ASI at certain locations. ASI can terminate these services at one or any location after giving a brief notice period.
LGSTX also provides maintenance services for material handling and sorting equipment as well as ground support
equipment throughout the U.S. LGSTX has a large inventory of ground support equipment, such as power units,
airstarts, deicers and pushback vehicles that it rents to airports, ground handlers, airlines and other customers. LGSTX
is also licensed to resell aircraft fuel. Additionally, we provide international mail forwarding services through the John
F. Kennedy International Airport and the O'Hare International Airport.
We provided mail sorting services at various United States Postal Service ("USPS") locations between September
2004 and September 2018. The contracts for the five USPS facilities we serviced were not renewed with us after they
expired during September 2018.
Flight Support
ABX and OAI are FAA certificated to offer flight crew training to customers. ABX has three flight simulators which
can be rented for customer outside training programs. The Boeing 767 and DC-9 level C simulators allow ABX to
qualify flight crewmembers under FAA requirements without performing check flights in an aircraft.
Competitive Conditions
Our airline subsidiaries compete with other airlines to place aircraft under ACMI arrangements and charter contracts.
Other cargo airlines include Amerijet International, Inc., Atlas Air, Inc., Kalitta Air LLC, Northern Air Cargo, LLC,
National Air Cargo Group, Inc., Southern Air, Inc. and Western Global Airlines, LLC. Of these, Atlas Air, Inc. also
operates passenger aircraft. The primary competitive factors in the air transportation industry are operating costs, fuel
efficiency, geographic coverage, aircraft range, aircraft reliability and capacity. The cost of airline operations is
significantly impacted by the cost of flight crewmembers, which can vary among airlines depending on their collective
bargaining agreements. Cargo airlines also compete for cargo volumes with passenger airlines that have substantial
belly cargo capacity. The air transportation industry is capital intensive and highly competitive, especially during
periods of excess capacity of aircraft compared to commercial cargo volumes and DoD requirements.
The scheduled delivery industry is dominated by integrated door-to-door delivery companies including DHL, the
USPS, FedEx Corporation, United Parcel Service, Inc. and ASI. Although the volume of our business is impacted by
competition among these integrated carriers, we do not usually compete directly with them.
Competition for aircraft lease placements is generally affected by aircraft type, aircraft availability and lease rates. We
target our leases to cargo airlines and delivery companies seeking medium widebody airlift. The Airbus A300-600 and
A330 aircraft can provide capabilities similar to the Boeing 767 for medium wide-body airlift. Competitors in the
aircraft leasing markets include GE Capital Aviation Services and Altavair Aviation Leasing, among others.
The aircraft maintenance industry is labor intensive and typically competes based on cost, capabilities and reputation
for quality. U.S. airlines may contract for aircraft maintenance with maintenance and repair organizations ("MROs")
in other countries or geographies with a lower labor wage base, making the industry highly cost competitive. Other
aircraft MROs include AAR Corp and Hong Kong Aircraft Engineering Co.
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Airline Operations
Flight Operations and Control
The Company's airline operations are conducted pursuant to authority granted to each of them by the FAA and the
U.S. Department of Transportation ("DOT"). Airline flight operations, including aircraft dispatching, flight tracking,
crew training and crew scheduling are planned and controlled by personnel within each airline. The Company staffs
aircraft dispatching and flight tracking 24 hours per day, 7 days per week. The FAA prescribes the requirements,
methods and means by which air carrier flight operations are conducted, including but not limited to the qualifications
and training of flight crew members, the release of aircraft for flight, the tracking of flights, the time crew members
can be on duty, aircraft operating procedures, proper navigation of aircraft, compliance with air traffic control
instructions and other operational functions.
Aircraft Maintenance
Our airlines’ operations are regulated by the FAA for aircraft safety and maintenance. Each airline performs routine
inspections and airframe maintenance in accordance with applicable FAA-approved aircraft maintenance programs. In
addition, the airlines build into their maintenance programs FAA-mandated Airworthiness Directive and manufacturer
Service Bulletin compliance on all of their aircraft. The airlines’ maintenance and engineering personnel coordinate
routine and non-routine maintenance requirements. Each airline’s maintenance program includes tracking the
maintenance status of each aircraft, consulting with manufacturers and suppliers about procedures to correct
irregularities and training maintenance personnel on the requirements of its FAA-approved maintenance program. The
airlines contract with MROs, including AMES and Pemco, to perform heavy maintenance on airframes and engines.
Each airline owns and maintains an inventory of spare aircraft engines, auxiliary power units, aircraft parts and
consumable items. The quantity of spare items maintained is based on the fleet size, engine type operated and the
reliability history of the item types.
Security
The Transportation Security Administration (“TSA”) requires ABX and ATI to comply with security protocols as set out
in each carrier’s standard all-cargo aircraft operator security plan containing extensive security practices and
procedures that must be followed. The security plan provides for the conducting of background checks on those with
access to cargo and/or aircraft, the securing of the aircraft while on the ground, the acceptance and screening of cargo
to be moved by air, the handling of suspicious cargo and the securing of cargo ground facilities, among other
requirements. Comprehensive internal audit and evaluation programs are actively mandated and maintained. In the
case of OAI, a passenger carrier, additional requirements apply including passenger and baggage screening, airport
terminal security, assessment and distribution of intelligence including the TSA "no-fly" list, and threat response.
Customers are required to inform the airlines in writing of the nature and composition of any freight which is
classified as "Hazardous Materials" or “Dangerous Goods” by the DOT. Notwithstanding these procedures, our airline
subsidiaries could unknowingly transport contraband or undeclared hazardous materials for customers, or could
unknowingly transport an unauthorized passenger or one on possession of an unauthorized item, which could result in
fines and penalties and possible damage to the aircraft.
Insurance
Our airline subsidiaries are required by the DOT to carry a minimum amount of aircraft liability insurance. Their
aircraft leases, loan agreements and ACMI agreements also require them to carry such insurance. The Company
currently maintains public liability and property damage insurance, and our airline subsidiaries currently maintain
aircraft hull and liability insurance and war risk insurance for their respective aircraft fleets in amounts consistent with
industry standards. CAM’s customers are also required to maintain similar insurance coverage.
Employees
As of December 31, 2018, the Company had approximately 3,830 full-time and part-time employees. The Company
employed approximately 770 flight crewmembers, 350 flight attendants, 1,800 aircraft maintenance technicians and
flight support personnel, 560 employees for airport maintenance and logistics, 45 employees for sales and marketing
and 305 employees for administrative functions. In addition to full time and part time employees, the Company
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typically has approximately 300 temporary employees mainly serving the aircraft line maintenance operations. On
December 31, 2017, the Company had approximately 3,010 full-time and part-time employees.
Labor Agreements
The Company’s flight crewmembers are unionized employees. The table below summarizes the representation of the
Company’s flight crewmembers at December 31, 2018.

Airline Labor Agreement Unit
Contract
Amendable
Date

Percentage of
the Company’s
Employees

ABX International Brotherhood of Teamsters 12/31/2014 6.5%
ATI Air Line Pilots Association 11/14/2023 6.7%
Omni International Brotherhood of Teamsters 4/1/2021 6.9%
ATI Association of Flight Attendants 11/14/2023 1.0%
Omni Association of Flight Attendants 12/1/2021 8.2%
Under the Railway Labor Act (“RLA”), as amended, the crewmember labor agreements do not expire, so the existing
contract remains in effect throughout any negotiation process. If required, mediation under the RLA is conducted by
the National Mediation Board, which has the sole discretion as to how long mediation can last and when it will end. In
addition to direct negotiations and mediation, the RLA includes a provision for potential arbitration of unresolved
issues and a 30-day “cooling-off” period before either party can resort to self-help, including, but not limited to, a work
stoppage.

Training
The flight crewmembers are required to be licensed in accordance with Federal Aviation Regulations (“FARs”), with
specific ratings for the aircraft type to be flown, and to be medically certified as physically fit to operate aircraft.
Licenses and medical certifications are subject to recurrent requirements as set forth in the FARs, to include recurrent
training and minimum amounts of recent flying experience.
The FAA mandates initial and recurrent training for most flight, maintenance and engineering personnel. Mechanics
and quality control inspectors must also be licensed and qualified to perform maintenance on Company operated and
maintained aircraft. Our airline subsidiaries pay for all of the recurrent training required for their flight crewmembers
and provide training for their ground service and maintenance personnel. Their training programs have received all
required FAA approvals. Similarly, our flight dispatchers and flight followers receive FAA approved training on the
airlines' requirements and specific aircraft.
Intellectual Property
The Company owns many STCs issued by the FAA. The Company uses these STCs mainly in support of its own
fleets; however, AMES and Pemco have marketed certain STCs to other airlines.
Information Systems
We are dependent on technology to conduct our daily operations including data processing, communications and
regulatory compliance. We rely on critical computerized systems for aircraft maintenance records, flight planning,
crew scheduling, employee training, financial records and other processes. We utilize information systems to maintain
records about the maintenance status and history of each major aircraft component, as required by FAA regulations.
Using the systems, we track maintenance schedules and also control inventories and maintenance tasks, including the
work directives of personnel performing those tasks. We rely on information systems to track crewmember flight and
duty times, and crewmember training status. The Company’s flight operations systems coordinate flight schedules and
crew schedules.
We invest significant time and financial resources to acquire, develop and maintain information systems to facilitate
our operations. Our information technology infrastructure includes security measures, backup procedures and
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redundancy capabilities. We rely increasingly on third party applications and hosted technologies. To remain
competitive we must continue to deploy new technologies while controlling its costs and maintaining regulatory
compliance.
Regulation
Our subsidiaries’ airline operations are primarily regulated by the DOT, the FAA and the TSA. Those operations must
comply with numerous economic, safety, security and environmental laws, ordinances and regulations. In addition,
they must comply with various other federal, state, local and foreign laws and regulations.
Environment
          The U.S. Environmental Protection Agency ("EPA") is authorized to regulate aircraft emissions and has
historically implemented emissions control standards adopted by the International Civil Aviation Organization
("ICAO"). In 2016, however, the EPA issued a finding on greenhouse gas ("GHG") emissions from aircraft and its
relationship to air pollution. This finding is a regulatory prerequisite to the EPA’s adoption of a new certification
standard for aircraft emissions. Our subsidiaries’ aircraft currently meet all known requirements for engine emission
levels as applicable by engine design date. Under the Clean Air Act, individual states or the EPA may adopt
regulations requiring reductions in emissions for one or more localities based on the measured air quality at such
localities. These regulations may seek to limit or restrict emissions by restricting the use of emission-producing
ground service equipment or aircraft auxiliary power units. Further, the U.S. Congress has, in the past, considered
legislation that would regulate GHG emissions, and some form of federal climate change legislation is possible in the
future.
In addition, the European Commission has approved the extension of the European Union Emissions Trading Scheme
("ETS") for GHG emissions to the airline industry. Currently, under the European Union’s ETS, all ABX, ATI and
OAI flights that are wholly within the European Union are covered by the ETS requirements, and each year our
airlines are required to submit emission allowances in an amount equal to the carbon dioxide emissions from such
flights. If the airline's flight activity during the year produced carbon emissions exceeding the number of carbon
emissions allowances that it had been awarded, the airline must acquire allowances from other airlines in the open
market. Our airlines operate intra-EU flights from time to time and management believes that such flights are operated
in compliance with ETS requirements.
Similarly, in 2016, the ICAO passed a resolution adopting the Carbon Offsetting and Reduction Scheme for
International Aviation (“CORSIA”), which is a global, market-based emissions offset program to encourage
carbon-neutral growth beyond 2020. A pilot phase is scheduled to begin in 2021 in which countries may voluntarily
participate, and full mandatory participation is scheduled to begin in 2027. ICAO continues to develop details
regarding implementation, but compliance with CORSIA will increase our operating costs.
However, the U.S. recently withdrew from the Paris climate accord, an agreement among 196 countries to reduce
GHG emissions, and the effect of that withdrawal on future U.S. policy regarding GHG emissions, on CORSIA and
on other GHG regulation is uncertain.
The federal government generally regulates aircraft engine noise at its source. However, local airport operators may,
under certain circumstances, regulate airport operations based on aircraft noise considerations. The Airport Noise and
Capacity Act of 1990 provides that, in the case of Stage 3 aircraft (all of our operating aircraft satisfy Stage 3 noise
compliance requirements), an airport operator must obtain the carriers’ consent to, or the government’s approval of, the
rule prior to its adoption. We believe the operation of our airline subsidiaries’ aircraft either complies with or is exempt
from compliance with currently applicable local airport rules. However, some airport authorities have adopted local
noise regulations, and, to the extent more stringent aircraft operating regulations are adopted on a widespread basis,
our airline subsidiaries may be required to spend substantial funds, make schedule changes or take other actions to
comply with such local rules.
Department of Transportation
The DOT maintains authority over certain aspects of domestic and international air transportation serving the United
States, such as consumer protection, accommodation of passengers with disabilities, requiring a minimum level of
insurance and the requirement that a company be “fit” to hold a certificate to engage in air transportation. In addition,
the DOT continues to regulate many aspects of international aviation, including the award of certain international
routes.
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The DOT has issued to ABX a Domestic All-Cargo Air Service Certificate for air cargo transportation between all
points within the U.S., the District of Columbia, Puerto Rico, and the U.S. Virgin Islands. The DOT has issued ATI
certificate authority to engage in scheduled interstate air transportation, which is currently limited to all-cargo
operations. ATI's DOT certificate authority also authorizes it to engage in interstate and foreign charter air
transportation of persons, property and mail.  Additionally, the DOT has issued ABX and ATI Certificates of Public
Convenience and Necessity authorizing each of them to engage in scheduled foreign air transportation of cargo and
mail between the U.S. and all current and future U.S. open-skies partner countries, which currently consists of more
than 120 foreign countries.  ABX and ATI also hold exemption authorities issued by the DOT to conduct scheduled
all-cargo operations between the U.S. and certain foreign countries with which the U.S. does not have an open-skies
air transportation agreement. The DOT has issued to OAI a Certificate of Public Convenience and Necessity for
Interstate Charter Air Transportation and a Certificate of Public Convenience and Necessity for Foreign Charter Air
Transportation that authorizes it to engage in interstate and foreign charter air transportation of persons, property and
mail.
By maintaining these certificates, the Company, through ABX and ATI, can and currently does conduct all-cargo
charter operations worldwide subject to the receipt of any necessary foreign government approvals. Further, the
certificates issued to ATI and OAI authorize the air carriers to conduct passenger charter operations worldwide subject
to the receipt of any necessary foreign government approvals. Prior to issuing such certificates, and periodically
thereafter, the DOT examines a company’s managerial competence, financial resources and plans, compliance
disposition and citizenship in order to determine whether the carrier is fit, willing and able to engage in the
transportation services it has proposed to and does undertake.
The DOT has the authority to impose civil penalties, or to modify, suspend or revoke our certificates and exemption
authorities for cause, including failure to comply with federal laws or DOT regulations. A corporation or a limited
liability company structured like a corporation holding the above-referenced certificates and exemption authorities
must continuously qualify as a citizen of the United States, which, pursuant to federal law, requires that (1) it be
organized under the laws of the U.S. or a state, territory or possession thereof, (2) that its president and at least
two-thirds of its Board of Directors and other managing officers be U.S. citizens, (3) that no more than 25% of its
voting interest be owned or controlled by non-U.S. citizens, and (4) that it not otherwise be subject to foreign control.
We believe our airline subsidiaries possess all necessary DOT-issued certificates and authorities to conduct our
current operations and each continue to qualify as a citizen of the United States.
Federal Aviation Administration
The FAA regulates aircraft safety and flight operations generally, including equipment, ground facilities, maintenance,
flight dispatch, training, communications, the carriage of hazardous materials and other matters affecting air safety.
The FAA issues operating certificates and detailed "operations specifications" to carriers that possess the technical
competence to safely conduct air carrier operations. In addition, the FAA issues certificates of airworthiness to each
aircraft that meets the requirements for aircraft design and maintenance. ABX, ATI and OAI believe they hold all
airworthiness and other FAA certificates and authorities required for the conduct of their business and the operation of
their aircraft. The FAA has the power to suspend, modify or revoke such certificates for cause and to impose civil
penalties for any failure to comply with federal laws and FAA regulations.
The FAA has the authority to issue regulations, airworthiness directives and other mandatory orders relating to,
among other things, the inspection, maintenance and modification of aircraft and the replacement of aircraft structures,
components and parts, based on industry safety findings, the age of the aircraft and other factors. For example, the
FAA has required ABX to perform inspections of its Boeing 767 aircraft to determine if certain of the aircraft
structures and components meet all aircraft certification requirements. If the FAA were to determine that the aircraft
structures or components are not adequate, it could order operators to take certain actions, including but not limited to,
grounding aircraft, reducing cargo loads, strengthening any structure or component shown to be inadequate, or making
other modifications to the aircraft. New mandatory directives could also be issued requiring the Company’s airline
subsidiaries to inspect and replace aircraft components based on their age or condition. As a routine matter, the FAA
issues airworthiness directives applicable to the aircraft operated by our airline subsidiaries, and our airlines comply,
sometimes at considerable cost, as part of their aircraft maintenance program.
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In addition to the FAA practice of issuing regulations and airworthiness directives as conditions warrant, the FAA has
adopted new regulations to address issues involving aging, but still economically viable, aircraft on a more systematic
basis. FAA regulations mandate that aircraft manufacturers establish aircraft limits of validity and service action
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requirements based on the number of aircraft flight cycles (a cycle being one takeoff and one landing) and flight hours
before widespread fatigue damage might occur. Service action requirements include inspections and modifications to
preclude development of significant fatigue damage in specific aircraft structural areas. The Boeing Company has
provided its recommendations of the limits of validity to the FAA, and the FAA has now approved the limits for the
Boeing 757, 767 and 777 model aircraft. Consequently, after the limit of validity is reached for a particular model
aircraft, air carriers will be unable to continue to operate the aircraft without the FAA first granting an extension of
time to the operator. There can be no assurance that the FAA would extend the deadline, if an extension were to be
requested. For the oldest aircraft in our fleets, we estimate the limit of validity would not be reached for at least 20
years.  
The FAA requires each of our airline subsidiaries to implement a drug and alcohol testing program with respect to all
employees performing safety sensitive functions and, unless already subject to testing, contractor employees that
engage in safety sensitive functions. Each of the Company's airlines complies with these regulations.
Transportation Security Administration
The TSA, an administration within the Department of Homeland Security, is responsible for the screening of
passengers and their baggage. TSA rules also dictate the manner in which cargo must be screened prior to being
loaded on aircraft. Our airline subsidiaries comply with all applicable aircraft, passenger and cargo security
requirements. The TSA has adopted cargo security-related rules that have imposed additional burdens on our airlines
and our customers. The TSA also requires each airline to perform criminal history background checks on all
employees. In addition, we may be required to reimburse the TSA for the cost of security services it may provide to
the Company’s airline subsidiaries in the future. The TSA holds (and has exercised) authority to issue regulations,
including in cases of emergency the authority to do so without advance notice, including issuance of a grounding
order as occurred on September 11, 2001. TSA's enforcement powers are similar to the DOT's and FAA's described
above.
International Regulations
When operating in other countries, our airlines are subject to aviation agreements between the U.S. and the respective
countries or, in the absence of such an agreement, by principles of reciprocity. International aviation agreements are
periodically subject to renegotiation, and changes in U.S. or foreign governments could result in the alteration or
termination of the agreements affecting our international operations. Commercial arrangements such as ACMI
agreements between our airlines and our customers in other countries, may require the approval of foreign
governmental authorities. Foreign authorities may limit or restrict the use of our aircraft in certain countries. Also,
foreign government authorities often require licensing and business registration before beginning operations. Such
authorities have enforcement powers generally similar to those of the U.S. agencies described above.
Data Protection
There has recently been increased regulatory and enforcement focus on data protection in the U.S. (at both the state
and federal level) and in other countries. For example, the European Union ("E.U.") General Data Protection
Regulation ("GDPR"), which became effective in May 2018, greatly increases the jurisdictional reach of E.U. law and
increases the requirements related to personal data, including individual notice and opt-out preferences and public
disclosure of significant data breaches. Additionally, violations of the GDPR can result in significant fines. Other
governments have enacted or are enacting similar data protection laws, and are considering data localization laws that
would govern the use of data outside of their respective jurisdictions.
Other Regulations
Various regulatory authorities have jurisdiction over significant aspects of our business, and it is possible that new
laws or regulations or changes in existing laws or regulations or the interpretations thereof could have a material
adverse effect on our operations. In addition to the above, other laws and regulations to which we are subject, and the
agencies responsible for compliance with such laws and regulations, include the following:

•
The labor relations of our airline subsidiaries are generally regulated under the Railway Labor Act, which vests in the
National Mediation Board certain regulatory powers with respect to disputes between airlines and labor unions arising
under collective bargaining agreements; 
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•The Federal Communications Commission regulates our airline subsidiaries’ use of radio facilities pursuant to theFederal Communications Act of 1934, as amended; 

•
U.S. Customs and Border Protection issues landing rights, inspects passengers entering the United States, and inspects
cargo imported to the U.S. from our subsidiaries’ international operations, and those operations are subject to similar
regulatory requirements in foreign jurisdictions;

• The Company and its subsidiaries must comply with U.S. Citizenship and Immigration Services regulations
regarding the eligibility of our employees to work in the U.S., and the entry of passengers to the U.S.; 

•The Company and its subsidiaries must comply with wage, work conditions and other regulations of the Departmentof Labor regarding our employees.

•
The Office of Foreign Assets Control (OFAC) of the U.S. Department of the Treasury and other government agencies
administer and enforce economic and trade sanctions based on U.S. foreign policy, which may limit our business
activities in and for certain areas.  
Executive Officers of the Registrant
Information about executive officers of the Company is provided in Item 10. Directors, Executive Officers and
Corporate Governance, of this report, and is incorporated in this item by reference.
Available Information
Our filings with the Securities and Exchange Commission ("SEC"), including annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and amendments to these reports, are available free of charge from
our website at www.atsginc.com as soon as reasonably practicable after filing with the SEC. The SEC maintains an
Internet site that contains reports, proxy and information statements and other information regarding Air Transport
Services Group, Inc. at www.sec.gov.

ITEM 1A. RISK FACTORS
The risks described below could adversely affect our financial condition or results of operations. The risks below are
not the only risks that the Company faces. Additional risks that are currently unknown to us or that we currently
consider immaterial or unlikely could also adversely affect the Company.
A limited number of key customers are critical to our business and the loss of one or more of such customers could
materially adversely affect our business, results of operations and financial condition.
Our business is dependent on a limited number of key customers. There is a risk that any one of our key customers
may not renew their contracts with us on favorable terms or at all, perhaps due to reasons beyond our control. As
discussed below, certain key customers have the opportunity to terminate their agreements in advance of the
expiration date.
The economic conditions in the U.S. and in other markets may negatively impact the demand for the Company’s
aircraft and services.
Air transportation volumes are strongly correlated to general economic conditions, including the price of aviation fuel.
An economic downturn could reduce the demand for delivery services offered by DHL, Amazon and other delivery
businesses, in particular expedited shipping services utilizing aircraft, as well as the demand for the chartered
passenger flights OAI operates. Further, during an economic slowdown, cargo customers generally prefer to use
ground-based or marine transportation services instead of more expensive air transportation services. Accordingly, an
economic downturn could reduce the demand for airlift and aircraft leases. Additionally, if the price of aviation fuel
rises significantly, the demand for aircraft and air transportation services may decline. During periods of downward
economic trends and rising fuel costs, freight forwarders and integrated delivery businesses are more likely to defer
market expansion plans. When the cost of air transportation increases, the demand for passenger transportation may
decline. We may experience delays in the deployment of available aircraft with customers under lease, ACMI or
charter arrangements and our revenues may be adversely affected.
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Our costs incurred in providing airline services could be more than the contractual revenues generated.
Each airline develops business proposals for the performance of ACMI, CMI, charter and other services for its
customers, including DHL, ASI and the DoD, by projecting operating costs, crew productivity and maintenance
expenses. Projections contain key assumptions, including maintenance costs, flight hours, aircraft reliability,
crewmember productivity and crewmember compensation and benefits. We may overestimate revenues, the level of
crewmember productivity, and/or underestimate the actual costs of providing services when preparing business
proposals. If actual costs are higher than projected or aircraft reliability is less than expected, future operating results
may be negatively impacted. Lastly, because the majority of OAI's business currently consists of flights chartered by
the U.S. Department of Defense (DoD) for the transportation of DoD personnel, a downturn in DoD's need for such
services could adversely affect OAI's operating results.
The Company’s airlines rely on flight crews that are unionized. If collective bargaining agreements increase our costs
and we cannot recover such increases, our operating results would be negatively impacted. It may be necessary for us
to terminate customer contracts or curtail planned growth.
Our operating results could be adversely impacted by negotiations regarding collective bargaining agreements with
flight crewmember representatives.
The flight crewmembers for each of the Company's airlines are unionized. ABX and OAI's crewmembers are
represented by the International Brotherhood of Teamsters ("IBT") while ATI's crewmembers are represented by the
Air Line Pilots Association ("ALPA"). The collective bargaining agreement ("CBA") between ABX and the IBT is
currently amendable. The IBT and ABX management are in the process of renegotiating the terms of the CBA. The
airline and the union are each required to maintain the status quo during the renegotiation of the CBA; neither the
airline nor the union may engage in a lock-out, strike or other self-help until such time as they are released from
further negotiations by the mediator for the National Mediation Board ("NMB"), and after the conclusion of a
mandatory 30-day “cooling off” period. It is rare for mediators to declare an impasse and release the parties. Instead, the
NMB prefers to require the parties to remain in negotiations until such time as they come to an agreement. Despite
this process, it's possible for disruptions in customer service to occur from time to time, resulting in increased costs for
the airline and monetary penalties under certain customer agreements if monthly reliability thresholds are not
achieved. Further, if we do not maintain minimum reliability thresholds over an extended period of time, we could be
found in default of one or more customer agreements.
Contract negotiations with the union could result in reduced flexibility for scheduling crewmembers and higher
operating costs for the airlines, making the Company's airlines less competitive than other airlines.
During 2017, the NMB ruled that ABX and ATI do not constitute a single transportation system for the purposes of
collective bargaining. The NMB could reconsider whether the airlines constitute a single transportation system and
require that the ABX and ATI crewmembers, or that the ABX, ATI and Omni crewmembers, be represented by the
same union. A single transportation system determination by the NMB could give rise to complex contractual issues,
including integrating the airlines' seniority lists, and materially impact the dynamics with respect to future CBA
negotiations. While it is unlikely that the NMB would reconsider or find that ABX and ATI, or that ABX, ATI and
Omni, constitute a single transportation system, the case-by-case analysis used by the NMB makes such predictions
uncertain.
The rate of aircraft deployments may impact the Company’s operating results and financial condition.
The Company's future operating results and financial condition will depend in part on our subsidiaries’ ability to
successfully deploy aircraft in support of customers' operations while generating a positive return on investment. Our
success will depend, in part, on our customers' ability to secure additional cargo volumes, in both U.S. and
international markets. Deploying aircraft in international markets can pose additional risks, costs and regulatory
requirements which could result in periods of delayed deployments. Deploying an aircraft into service typically
requires various approvals from the FAA. Aircraft deployments could be delayed if FAA approval is delayed.
The actual demand for Boeing 777, 767, 757 and 737 aircraft may be less than we anticipate. The actual lease rates for
aircraft available for lease may be less than we projected, or new leases may start later than we expect. Further, other
airlines and lessors may be willing to offer aircraft to the market under terms more favorable to lessees.
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We may fail to meet the scheduled delivery date for aircraft required by customer agreements.
If CAM cannot meet the agreed delivery schedule for an aircraft lease, the customer may have the right to cancel the
aircraft lease, thus delaying revenues until the aircraft can be completed and re-marketed successfully and exposing
CAM to potential liability to the original customer.
Our airline operating agreements include on-time reliability requirements which can impact the Company's operating
results and financial condition.
Certain of our airline operating agreements contain monthly incentive payments for reaching specific on-time
reliability thresholds. Additionally, such airline operating agreements contain monetary penalties for aircraft reliability
below certain thresholds. As a result, our operating revenues may vary from period to period depending on the
achievement of monthly incentives or the imposition of penalties. Further, an airline could be found in default of an
agreement if it does not maintain minimum thresholds over an extended period of time. If our airlines are placed in
default due to the failure to maintain reliability thresholds, the customer may elect to terminate all or part of the
services we provide under certain customer agreements after a cure period.
If ABX fails to maintain aircraft reliability above a minimum threshold under the restated CMI agreement with DHL
for two consecutive calendar months or three months in a rolling twelve month period, we would be in default of the
restated CMI agreement with DHL. In that event, DHL may elect to terminate the restated CMI agreement, unless we
maintain the minimum reliability threshold during a 60-day cure period.  If DHL terminates the CMI agreement due to
an ABX event of default, we would be subject to a monetary penalty payable to DHL.
If our airlines fail to maintain aircraft reliability above a minimum threshold under the ATSA with ASI for either a
specified number of consecutive calendar months or a specified number of calendar months (whether or not
consecutive) in a specified trailing period, we could be held in default. In that event, ASI may elect to terminate the
ATSA and pursue those rights and remedies available to it at law or in equity. 
If OAI fails to maintain reliability above a minimum threshold under its contract with the DoD with respect to the
flight segments flown during a given month, we could be held in default. In that event, the DoD may elect to terminate
the contract. In addition, missions that experience carrier controllable delays are subject to monetary penalties.
Depending on the delay interval, the compensation paid to OAI for the performance of the services can be reduced by
a specified percentage amount.
Under the provisions of airline operating and aircraft lease agreements with customers, customers may be able to
terminate the operating agreements or aircraft lease agreements, subject to early termination provisions.
Customers can typically terminate one or more of the aircraft from their related airline operating agreement for
convenience at any time during the term, subject to a 60 day notice period and paying the Company a fee.
Additionally, the lease agreements may contain provisions for terminating an aircraft lease for convenience, including
a notice period and paying a lump sum amount to the Company.
Amazon may terminate the ATSA in its entirety after providing 180 days of advance notice and paying to the
Company a termination fee which reduces over the term of the agreement.
DHL may terminate the restated CMI agreement in its entirety after providing 180 days of advance notice and paying
a significant termination fee which amortizes down during the term of the agreement.
The DoD may not renew our contracts or may reduce the number of routes that we operate.
Our contracts with the DoD are typically for one year and are not required to be renewed. The DoD may terminate the
contracts for convenience or in the event we were to fail to satisfy reliability requirements or for other reasons. The
number and frequency of routes is sensitive to changes in military priorities and U.S. defense budgets.
The anticipated strategic and financial benefits of our relationship with Amazon may not be realized.
We entered into the agreements with Amazon with the expectation that the transactions would result in various
benefits including, among others, growth in revenues, improved cash flows and operating efficiencies. Achieving the
anticipated benefits from the agreements is subject to a number of challenges and uncertainties, such as unforeseen
costs and less flying than expected. If we are unable to achieve our objectives the expected benefits may be only
partially realized or not at all, or may take longer to realize than expected, which could adversely impact our financial
condition and results of operations.

14

Edgar Filing: Air Transport Services Group, Inc. - Form 10-K

24



Edgar Filing: Air Transport Services Group, Inc. - Form 10-K

25



The Company's future earnings and earnings per share, as reported under generally accepted accounting principles,
will be impacted by the Amazon stock warrants.
We expect that the warrants issuable to Amazon will increase the number of diluted shares reported. The warrants are
subject to fair value measurements during periods that they are outstanding. Accordingly, future fluctuations in the
fair value of the warrants may adversely impact the Company's reported earnings measures. See Note D in the
accompanying consolidated financial statements for further information about warrants.
If Amazon exercises its right to acquire shares of our common stock pursuant to the warrants, it will dilute the
owenership interests of our then-existing stockholders and could adversely affect the market price of our common
stock.
If Amazon exercises its right to acquire shares of our common stock pursuant to the warrants, it will dilute the
ownership interests of our then-existing stockholders and reduce our earnings per share. In addition, any sales in the
public market of any common stock issuable upon the exercise of the warrants by Amazon could adversely affect
prevailing market prices of our common stock.
Changes in the fair value of certain financial instruments could impact the financial results of the Company.
Certain financial instruments are subject to fair value measurements at the end of each reporting period. Accordingly,
future fluctuations in their fair value may adversely impact the Company's reported earnings. See Note E in the
accompanying consolidated financial statements for further information about the fair value of our financial
instruments.
The convertible note hedge transactions and the warrant transactions that we entered into in September 2017 may
affect the value of our common stock.
In connection with the pricing of our 1.125% senior convertible notes due 2024 (the "Notes") and the exercise by the
initial purchasers of their option to purchase additional Notes, we entered into privately-negotiated convertible note
hedge transactions with the hedge counterparties. The convertible note hedge transactions cover, subject to customary
anti-dilution adjustments, the number of shares of common stock that initially underlie the Notes. We also entered into
separate, privately-negotiated warrant transactions with the hedge counterparties relating to the same number of shares
of our common stock that initially underlie the Notes, subject to customary anti-dilution adjustments.
The hedge counterparties and/or their affiliates may modify their hedge positions with respect to the convertible note
hedge transactions and the warrant transactions from time to time. They may do so by purchasing and/or selling shares
of our common stock and/or other securities of ours, including the Notes in privately-negotiated transactions and/or
open-market transactions or by entering into and/or unwinding various over-the-counter derivative transactions with
respect to our common stock. The hedge counterparties are likely to modify their hedge positions during any
observation period for the Notes.
The effect, if any, of these activities on the market price of our common stock will depend on a variety of factors,
including market conditions, and cannot be determined at this time. Any of these activities could, however, adversely
affect the market price of our common stock. In addition, the hedge counterparties and/or their affiliates may choose
to engage in, or to discontinue engaging in, any of these transactions with or without notice at any time, and their
decisions will be at their sole discretion and not within our control.
We are subject to counterparty risk with respect to the convertible note hedge transactions. The hedge counterparties
are financial institutions, and we will be subject to the risk that they might default under the convertible note hedge
transactions. Our exposure to the credit risk of the hedge counterparties is unsecured by any collateral. Global
economic conditions have from time to time resulted in failure or financial difficulties for many financial institutions.
If a hedge counterparty becomes subject to insolvency proceedings, we will become an unsecured creditor in those
proceedings with a claim equal to our exposure at that time under our transactions with that hedge counterparty. Our
exposure will depend on many factors but, generally, the increase in our exposure will be correlated to the increase in
the market price and volatility of our common stock. In addition, upon a default by a hedge counterparty, we may
suffer adverse tax consequences and more dilution than we currently anticipate with respect to our common stock. We
can provide no assurances as to the financial stability or viability of any hedge counterparty.
Conversion of the Notes or exercise of the warrants may dilute the ownership interest of stockholders. Any sales in the
public market of the common stock issuable upon such conversion of the Notes or such exercise of the warrants could
adversely affect prevailing market prices of our common stock. In addition, the existence of the Notes may

Edgar Filing: Air Transport Services Group, Inc. - Form 10-K

26



15

Edgar Filing: Air Transport Services Group, Inc. - Form 10-K

27



encourage short selling by market participants because the conversion of the Notes could depress the price of our
common stock.
Our business could be negatively impacted by adverse audit findings by the U.S. Government.
Our DoD contracts are subject to audit by government agencies, including with respect to performance, costs, internal
controls and compliance with applicable laws and regulations. If an audit uncovers improprieties, we may be subject
to civil or criminal penalties, including termination of such contracts, forfeiture of profits, fines and suspension from
doing business with the DoD. In addition, the DOT, FAA and TSA can initiate announced or unannounced
investigations of our subsidiary air carriers and repair stations to determine if they are continuously conducting their
operations in accordance with all applicable laws, rules and regulations.
Our participation in the CRAF Program could adversely restrict our commercial business in times of national
emergency.
All three of our airlines participate in the CRAF Program, which permits the DoD to utilize participants’ aircraft during
national emergencies when the need for military airlift exceeds the capability of military aircraft.
Proposed rules from the DOT, FAA and TSA could increase the Company's operating costs and reduce customer
utilization of airfreight.
FAA rules for Flightcrew Member Duty and Rest Requirements (FMDRR) for passenger airline operations became
effective in January 2014. The rules apply to our operation of passenger and combi aircraft for the DoD and other
customers and impact the required amount and timing of rest periods for pilots between work assignments and
modified duty and rest requirements based on the time of day, number of scheduled segments, flight types, time zones
and other factors. Failure to remain in compliance with these rules may subject us to fines or other enforcement action.
There are separate crew rest requirements applicable to all-cargo aircraft of the type operated by the Company. The
FAA has rejected, as have the Courts, an attempt to apply the passenger airline crew rest rules to all-cargo operations.
If such rest requirements and restrictions were imposed on our cargo operations, these rules could have a significant
impact on the costs incurred by our airlines. The airlines would attempt to pass such additional costs through to their
customers in the form of price increases. Customers, as a result, may seek to reduce their utilization of aircraft in favor
of less expensive transportation alternatives.
The concentration of aircraft types and engines in the Company's airlines could adversely affect our operating and
financial results.
The combined aircraft fleet is concentrated in three aircraft types. If any of these aircraft types encounter technical
difficulties that resulted in significant FAA airworthiness directives or grounding, our ability to lease the aircraft
would be adversely impacted, as would our airlines' operations. The market growth in demand for the Boeing 777, 767
and 757 aircraft types and configurations may be less than we anticipate. Customers may develop preferences for the
Airbus A300-600 and A330 aircraft or other mid-size aircraft types, instead of the Boeing 777, 767 and 757 aircraft.
The cost of aircraft repairs and unexpected delays in the time required to complete aircraft maintenance could
negatively affect our operating results.
Our airlines provide flight services throughout the world, sometimes operating in remote regions. Our aircraft may
experience maintenance events in locations that do not have the necessary repair capabilities or are difficult to reach.
As a result, we may incur additional expenses and lose billable revenues that we would have otherwise earned. Under
certain customer agreements, we are required to provide a spare aircraft while scheduled maintenance is completed. If
delays occur in the completion of aircraft maintenance, we may incur additional expense to provide airlift capacity and
forgo revenues.
Lessees of our aircraft may fail to make contractual payments or fail to maintain the aircraft as required.
Our financial results depend in part on our lease customers' ability to make lease payments and maintain the related
aircraft. Our customers' ability to make payments could be adversely impacted by changes to their financial liquidity,
competitiveness, economic conditions and other factors. A default of an aircraft lease by a customer could negatively
impact our operating results and cash flows and result in the repossession of the aircraft.
While we often require leasing customers to pay monthly maintenance deposits, customers are normally responsible
for maintaining our aircraft during the lease term. Failure of a customer to perform required maintenance and maintain
the appropriate records during the lease term could result in higher maintenance costs, a decrease in the value of the
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aircraft, a lengthy delay in or even our inability to place the aircraft in a subsequent lease, any of which could have an
adverse effect on our results of operations and financial condition.
We rely on third parties to modify aircraft and provide aircraft and engine maintenance.
We rely on certain third party aircraft modification service providers and aircraft and engine maintenance service
providers that have expertise or resources that we do not have. Third party service providers may seek to impose price
increases that could negatively affect our competitiveness in the airline markets. An unexpected termination or delay
involving service providers could have a material adverse effect on our operations and financial results. A delay in an
aircraft modification could adversely impact our revenues and our ability to place the aircraft in the market. We must
manage third party service providers to meet schedules and turn-times and to control costs in order to remain
competitive to our customers.
Delta TechOps, a division of Delta Airlines, Inc., is the primary engine maintenance provider for the Company's
General Electric CF6 engines that power our fleet of Boeing 767 aircraft. If Delta TechOps does not complete the
refurbishment of our engines within the contractual turn-times or if we must replace Delta TechOps as the
maintenance provider for some or all of the Company's CF6 engines, our operations and financial results may be
adversely impacted.
The Company's operating results could be negatively impacted by disruptions of its information technology and
communication systems and data breaches.
Our businesses depend heavily on information technology and computerized systems to communicate and operate
effectively. The Company's systems and technologies, or those of third parties on which we rely, could fail or become
unreliable due to equipment failures, software viruses, cyberattacks, natural disasters, power failures,
telecommunication outages, or other causes. Certain disruptions could prevent our airlines from flying as scheduled,
possibly for an extended period of time, which could have a negative impact on our financial results and operating
reliability. We continually monitor the risks of disruption, take preventative measures, develop backup plans and
maintain redundancy capabilities. The measures we use may not prevent the causes of disruptions we could
experience or help us recover failed systems quickly.
The costs of maintaining safeguards, recovery capabilities and preventive measures may continue to rise. Further, the
costs of recovering or replacing a failed system could be very expensive.
In addition, the provision of service to our customers and the operation of our networks and systems involve the
storage and transmission of significant amounts of proprietary information and sensitive or confidential data,
including personal information of customers, employees and others. To conduct our operations, we regularly move
data across national borders, and consequently we are subject to a variety of continuously evolving and developing
laws and regulations in the United States and abroad regarding privacy, data protection and date security. The scope of
the laws that may be applicable to us is often uncertain and may be conflicting, particularly with respect to foreign
laws. For example, the European Union's General Data Protection Regulation ("GDPR"), which greatly increases the
jurisdictional reach of European Union law and adds a broad array of requirements for handling personal data,
including the public disclosure of significant data breaches, became effective in May 2018. Other countries have
enacted or are enacting data localization laws that require data to stay within their borders. All of these evolving
compliance and operational requirements impose significant costs that are likely to increase over time.
The costs of our aircraft maintenance facilities could negatively impact our financial results.
We lease and operate a 310,000 square foot aircraft maintenance facility and a 100,000 square foot component repair
shop in Wilmington, Ohio. Additionally, we lease and operate a 311,500 square foot, two-hangar aircraft maintenance
complex in Tampa, Florida. Accordingly, a large portion of the operating costs for our aircraft maintenance and
conversion business are fixed. As a result, we need to retain existing aircraft maintenance business levels to maintain a
profitable operation. The actual level of revenues may not be sufficient to cover our operating costs. Additionally,
revenues from aircraft maintenance can vary among periods due to the timing of scheduled maintenance events and
the completion level of work during a period.
The Company could violate debt covenants.
The Senior Credit Agreement contains covenants including, among other requirements, limitations on certain
additional indebtedness and guarantees of indebtedness. The Senior Credit Agreement is collateralized by certain of
the Company's Boeing 777, 767 and 757 aircraft. Under the terms of the Senior Credit Agreement, the Company is
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required to maintain aircraft collateral coverage equal to 110% of the outstanding balance of the term loan and the
total funded revolving credit facility. The Senior Credit Agreement stipulates events of default, including unspecified
events that may have material adverse effects on the Company. If an event of default occurs, the Company may be
forced to repay, renegotiate or replace the Senior Credit Agreement and loans. In such an event, the Company’s cost of
borrowings could increase, and our ability to modify and deploy aircraft could be limited as a result.
Operating results may be affected by fluctuations in interest rates.
The Company enters into interest rate derivative instruments from time to time in conjunction with its debt levels. The
Company's Senior Credit Agreement requires the Company to maintain derivative instruments for fluctuating interest
rates for at least 50% of the outstanding balance of the unsubordinated term loans. We typically do not designate the
derivative instruments as hedges for accounting purposes. Future fluctuations in LIBOR interest rates will result in the
recording of gains and losses on interest rate derivatives that the Company holds.
Under the Senior Credit Agreement, interest rates are adjusted quarterly based on the prevailing LIBOR or prime rates
and a ratio of the Company's outstanding debt level to earnings before interest, taxes, depreciation and amortization
expenses ("EBITDA"). At the Company's current debt-to-EBITDA ratio, the unsubordinated term loans and the
revolving credit facility both bear a variable interest rate of 4.78%, 4.64% and 4.78%, respectively. Additional debt or
lower EBITDA may result in higher interest rates on the variable rate portion of the Company's debt.
The Company sponsors defined benefit pension plans and post-retirement healthcare plans for certain eligible
employees. The Company's related pension expense, the plans' funded status and funding requirements are sensitive to
changes in interest rates. The plans' funded status and annual pension expense are recalculated at the beginning of
each calendar year using the fair value of plan assets and market-based interest rates at that point in time, as well as
assumptions for asset returns and other actuarial assumptions. Future fluctuations in interest rates, including the
impact on asset returns, could result in the recording of additional expense for pension and other post-retirement
healthcare plans.
The costs of insurance coverage or changes to our reserves for self-insured claims could affect our operating results
and cash flows.
The Company is self-insured for certain claims related to workers’ compensation, aircraft, automobile, general liability
and employee healthcare. We record a liability for reported claims and an estimate for incurred claims that have not
yet been reported. Accruals for these claims are estimated utilizing historical paid claims data and recent claims
trends. Changes in claim severity and frequency could impact our results of operations and cash flows.
The ability to use net operating loss carryforwards to offset future taxable income for U.S. federal income tax
purposes may be further limited.
Limitations imposed on the ability to use net operating losses (“NOLs”) to offset future taxable income could cause U.S.
federal income taxes to be paid earlier than otherwise would be paid if such limitations were not in effect and could
cause such NOLs to expire unused, in each case reducing or eliminating the benefit of those NOLs. Similar rules and
limitations may apply for state income tax purposes.
Changes in the ownership of the Company on the part of significant shareholders could limit our ability to use NOLs
to offset future taxable income. In general, under Section 382 of the Internal Revenue Code of 1986, as amended (the
“Code”), a corporation that undergoes an “ownership change” is subject to limitations on its ability to utilize its pre-change
NOLs to offset future taxable income. In general, an ownership change occurs if the aggregate stock ownership of
significant stockholders increases by more than 50 percentage points over such stockholders’ lowest percentage
ownership during the testing period (generally three years).
Strategic investments in other businesses may not result in the desired benefits.
We enter into joint venture and other business ownership agreements with the expectation that such investment will
result in various benefits including revenue growth through geographic diversification and product diversification,
improved cash flows and better operating efficiencies. Achieving the anticipated benefits from such agreements is
subject to a number of challenges and uncertainties. The expected benefits may be only partially realized or not at all,
or may take longer to realize than expected, which could adversely impact our financial condition and results of
operations. We may make additional capital contributions to these businesses.
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We may need to reduce the carrying value of the Company’s assets.
The Company owns a significant amount of aircraft, aircraft parts and related equipment. Additionally, the balance
sheet reflects assets for income tax carryforwards and other deferred tax assets. The removal of aircraft from service
or continual losses from aircraft operations could require us to evaluate the recoverability of the carrying value of
those aircraft, related parts and equipment and record an impairment charge through earnings to reduce the carrying
value.
We have recorded goodwill and other intangible assets related to acquisitions and equity investments. If we are unable
to achieve the projected levels of operating results, it may be necessary to record an impairment charge to reduce the
carrying value of goodwill, equity investments and related intangible assets. Similarly, if we were to lose a key
customer or one of our airlines were to lose its authority to operate, it could be necessary to record an impairment
charge.
If the Company incurs operating losses or our estimates of expected future earnings indicate a decline, it may be
necessary to reassess the need for a valuation allowance for some or all of the Company’s net deferred tax assets.
We may be impacted by government requirements associated with transacting business in foreign jurisdictions.
The U.S and other governments have imposed trade and economic sanctions in certain geopolitical areas. The U.S.
Departments of Justice, Commerce and Treasury, as well as other government agencies have a broad range of civil
and criminal penalties they may seek to impose for violations of the Foreign Corrupt Practices Act (“FCPA”), sanctions
administered by the Office of Foreign Assets Control (“OFAC”) and other regulations. In addition, the DOT, FAA and
TSA may at times limit the ability of our airline subsidiaries to conduct flight operations in certain areas of the world.
Under such laws and regulations, we may be obliged to limit our business activities, we may incur costs for
compliance programs and we may be subject to enforcement actions or penalties for noncompliance. In recent years,
the U.S. government has increased their oversight and enforcement activities with respect to these laws and the
relevant agencies may continue to increase these activities.
Penalties, fines and sanctions levied by governmental agencies or the costs of complying with government regulations
and trade policies could negatively affect our results of operations.
The operations of the Company’s subsidiaries are subject to complex aviation, transportation, security, environmental,
labor, employment and other laws and regulations. These laws and regulations generally require our subsidiaries to
maintain and comply with terms of a wide variety of certificates, permits, licenses and other approvals. Their inability
to maintain required certificates, permits or licenses, or to comply with applicable laws, ordinances or regulations
could result in substantial fines or, in the case of DOT and FAA requirements, possible suspension or revocation of
their authority to conduct operations.
Recently, trade discussions between the U.S. and some of its trading partners have been fluid and any trade
agreements that may be entered into are subject to a number of uncertainties, including the imposition of new tariffs or
adjustments and changes to the products covered by existing tariffs. The impact of new laws, regulations and policies
that affect global trade cannot be predicted.
The costs of maintaining our aircraft in compliance with government regulations could negatively affect our results of
operations and require further investment in our aircraft fleet.
Manufacturer Service Bulletins and FAA regulations and FAA airworthiness directives issued under its “Aging
Aircraft” program cause operators of older aircraft to be subject to additional inspections and modifications to address
problems of corrosion and structural fatigue at specified times. The FAA may issue airworthiness directives that could
require significant costly inspections and major modifications to such aircraft. The FAA may issue airworthiness
directives that could limit the usability of certain aircraft types. In 2012, the FAA issued an airworthiness directive
that requires the replacement of the aft pressure bulkhead on Boeing 767-200 aircraft based on a certain number of
takeoff-and-landing cycles. As a result, some of the Company's Boeing 767-200 aircraft have been affected. The cost
of compliance is estimated to be approximately $1.0 million per aircraft.
In addition, FAA regulations require that aircraft manufacturers establish limits on aircraft flight cycles to address
issues involving aging, but still economically viable, aircraft, as described in Item 1 of this report, under "Federal
Aviation Administration." These regulations may increase our maintenance costs and eventually limit the use of our
aircraft. See Item 2. Properties, for a description of the company's aircraft, including year of manufacture.
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The FAA and ICAO are in the process of developing programs to modernize air traffic control and management
systems. The FAA's program, Next Generation Air Transportation Systems, is an integrated system that requires
updating aircraft navigation and communication equipment. The FAA has mandated the replacement of current
ground based radar systems with more accurate satellite based systems on our aircraft by 2020. The ICAO began
phasing in similar requirements for aircraft operating in Europe during 2015. These programs may increase our costs
and limit the use of our aircraft. Aircraft not equipped with advanced communication systems may be restricted to
certain airspace.
Failure to maintain the operating certificates and authorities of our airlines would adversely affect our business.
The airline subsidiaries have the necessary authority to conduct flight operations pursuant to the economic authority
issued by the DOT and the safety based authority issued by the FAA. The continued effectiveness of such authority is
subject to their compliance with applicable statutes and DOT, FAA and TSA rules and regulations, including any new
rules and regulations that may be adopted in the future. The loss of such authority by an airline subsidiary could cause
a default of covenants within the Senior Credit Agreement and would materially and adversely affect its airline
operations, effectively eliminating the airline's ability to continue to provide air transportation services.
The Company may be affected by global climate change or by legal, regulatory or market responses to such potential
climate change.
The Company is subject to the regulations of the U.S. Environmental Protection Agency ("EPA") and state and local
governments regarding air quality and other matters. In part, because of the highly industrialized nature of many of the
locations where the Company operates, there can be no assurance that we have discovered all environmental
contamination or other matters for which the Company may be responsible.
Concern over climate change, including the impact of global warming, has led to significant federal, state and
international legislative and regulatory efforts to limit greenhouse gas ("GHG") emissions. The European Commission
has mandated the extension of the European Union Emissions Trading Scheme ("ETS") for GHG emissions to the
airline industry. Under the European Union ETS, all ABX, ATI and OAI flights that are wholly within the European
Union are now covered by the ETS requirements, and each year we are required to submit emission allowances in an
amount equal to the carbon dioxide emissions from such flights. Exceedance of the airlines' emission allowances
would require the airlines to purchase additional emission allowances on the open market.
Similarly, in 2016, the International Civil Aviation Organization (“ICAO”) passed a resolution adopting the Carbon
Offsetting and Reduction Scheme for International Aviation (“CORSIA”), which is a global, market-based emissions
offset program to encourage carbon-neutral growth beyond 2020. A pilot phase is scheduled to begin in 2021 in which
countries may voluntarily participate, and full mandatory participation is scheduled to begin in 2027. ICAO continues
to develop details regarding implementation, but compliance with CORSIA will increase our operating costs.
The U.S. Congress and certain states have also considered legislation regulating GHG emissions. In addition, even in
the absence of such legislation, the EPA could regulate greenhouse GHG emissions, especially aircraft engine
emissions. In July 2016, the EPA, issued a finding that aircraft engine emissions cause or contribute to air pollution
that may reasonably be anticipated to endanger public health. This finding is a regulatory prerequisite to the EPA’s
adoption of a new certificate standard for aircraft emissions. However, the U.S. recently withdrew from the Paris
climate accord, an agreement among 196 countries to reduce GHG emissions, and the effect of that withdrawal on
future U.S. policy regarding GHG emissions, on CORSIA and on other GHG regulations is uncertain.
The cost to comply with potential new laws and regulations could be substantial for the Company. These costs could
include an increase in the cost of fuel and capital costs associated with updating aircraft. Until the timing, scope and
extent of any future regulation becomes known, we cannot predict its effect on the Company’s cost structure or
operating results. Further, even without such legislation or regulation, increased awareness and adverse publicity in
the global marketplace about greenhouse gas emitted by companies in the airline and transportation industries could
harm our reputation and reduce demand for our services.
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Severe weather or other natural or manmade disasters could adversely affect our business.
Severe weather conditions and other natural or manmade disasters, including storms, floods, fires or earthquakes,
epidemics or pandemics, conflicts or unrest, or terrorist attacks, may result in decreased revenues, as our customers
reduce their transportation needs, or increased costs to operate our business, which could have a material adverse
effect on our results or operations for a quarter or year. Any such event affecting one of our major facilities could
result in a significant interruption in or disruption of our business.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES
The Company leases portions of the air park in Wilmington, Ohio, under lease agreements with a regional port
authority, the terms of which expire in May of 2019 and June 2036 with options to extend. The leases include
corporate offices, 310,000 square feet of maintenance hangars and a 100,000 square foot component repair shop at the
air park. We also have the non-exclusive right to use the Wilmington airport, which includes one active runway,
taxiways and ramp space. We also lease and operate a 311,500 square foot, two hangar aircraft maintenance complex
at the Tampa International Airport in Florida. We lease approximately 82,500 square feet of office and warehouse
space at the Tulsa International Airport in Oklahoma. In addition, we lease smaller maintenance stations, offices and
ramp space at certain airport and regional locations typically on a short-term basis. Further, we lease warehousing
space inside or near certain U.S. airports to support our customers' parcel handling requirements.
As of December 31, 2018, the Company and its subsidiaries' in-service aircraft fleet consisted of 88 owned aircraft
and two aircraft leased from external companies. The majority of the aircraft were formerly passenger aircraft that
have been modified for cargo operations. These cargo aircraft are generally described as being mid-size or having
medium wide-body cargo capabilities. The cargo aircraft carry gross payloads ranging from approximately 47,900 to
129,000 pounds. These cargo aircraft are well suited for intra-continental flights and medium range inter-continental
flights.
The table below shows the combined fleet of aircraft in service condition.

 In-service Aircraft as of
December 31, 2018

Aircraft Type Total Owned Operating Lease Year of
Manufacture

Gross Payload
(Lbs.)

Still Air Range
(Nautical Miles)

767-200 SF (1) 34 34 — 1982 - 1987 85,000 - 100,000 1,700 - 5,300
767-200 Passenger 3 2 1 2001 63,000 - 73,000 6,500 - 7,600
767-300 SF (1) 33 33 — 1988 - 1997 121,000 - 129,000 3,200 - 7,100
767-300 Passenger 7 6 1 1993 - 2002 85,000 - 99,700 6,300 - 7,200
777-200 Passenger 3 3 — 2004 - 2007 119,500 - 123,900 8,700 - 9,500
757-200 PCF (1) 4 4 — 1984 - 1991 68,000 2,100 - 4,800
757-200 Combi (2) 4 4 — 1989 - 1992 58,000 2,600 - 4,300
737-400 SF (1) 2 2 — 1991 47,900 2,200 - 2,800
Total in-service 90 88 2
____________________
(1)These aircraft are configured for standard cargo containers loaded through large standard main deck cargo doors.

(2)These aircraft are configured as “combi” aircraft capable of simultaneously carrying passengers and cargo containerson the main flight deck.
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In addition, as of December 31, 2018, CAM had one Boeing 767-200 passenger aircraft that is not reflected in the
table above. The Boeing 767-200 aircraft discontinued passenger service when a customer's operation ended. CAM
also owns five Boeing 767-300 aircraft which were undergoing or preparing to undergo modification to a standard
freighter configuration and are expected to be completed in 2019. Additionally, CAM has one Boeing 767-200 cargo
aircraft being prepped for future leasing.
We believe that our existing facilities and aircraft fleet are appropriate for our current operations. As described in Note
I to the accompanying financial statements, we plan to invest in additional aircraft to meet our growth plans. We may
make additional investments in aircraft and facilities if we identify favorable opportunities in the markets that we
serve.

ITEM 3. LEGAL PROCEEDINGS
We are currently a party to legal proceedings in various federal and state jurisdictions arising out of the operation of
the Company's business. The amount of alleged liability, if any, from these proceedings cannot be determined with
certainty; however, we believe that the Company's ultimate liability, if any, arising from the pending legal
proceedings, as well as from asserted legal claims and known potential legal claims which are probable of assertion,
taking into account established accruals for estimated liabilities, should not be material to our financial condition or
results of operations.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable

PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND
ISSUER PURCHASES OF EQUITY SECURITIES
Market Information
The Company's common stock is publicly traded on the NASDAQ Global Select Market under the symbol ATSG.
The closing price of ATSG’s common stock was $23.27 on February 28, 2019.
Holders
On February 28, 2019, there were 1,434 stockholders of record of ATSG’s common stock.
Dividends
We are restricted from paying dividends on ATSG's common stock in excess of $100.0 million during any calendar
year under the provisions of the Senior Credit Agreement. No cash dividends have been paid or declared.
Securities authorized for issuance under equity compensation plans
For the response to this Item, see Item 12
Purchases of equity securities by the issuer and affiliated purchasers
On August 5, 2014, the Board of Directors authorized the Company to repurchase up to $50.0 million of outstanding
common stock. In May 2016, the Board amended the Company's common stock repurchase program increasing the
amount that management may repurchase from $50.0 million to $100.0 million of outstanding common stock. In
February 2018, the Board increased the authorization from $100.0 million to $150.0 million (less amounts previously
repurchased). The Board's authorization does not require the Company to repurchase a specific number of shares or
establish a time frame for any repurchase and the Board may terminate the repurchase program at any time.
Repurchases may be made from time to time in the open market or in privately negotiated transactions. There is no
expiration date for the repurchase program. There were no repurchases made during the fourth quarter of 2018. As of
December 31, 2018, the Company had repurchased 6,592,349 shares and the maximum dollar value of shares that
could then be purchased under the program was $61.3 million.
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Performance Graph
The graph below compares the cumulative total stockholder return on a $100 investment in ATSG’s common stock
with the cumulative total return of a $100 investment in the NASDAQ Composite Index and the cumulative total
return of a $100 investment in the NASDAQ Transportation Index for the period beginning on December 31, 2013
and ending on December 31, 2018.

12/31/2013 12/31/2014 12/31/2015 12/31/2016 12/31/2017 12/31/2018
Air Transport Services Group, Inc.  100.00 105.81 124.60 197.28 286.03 281.95
NASDAQ Composite Index 100.00 114.62 122.81 133.19 172.11 165.84
NASDAQ Transportation Index 100.00 144.06 124.46 149.57 185.07 169.26
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA
The following selected consolidated financial data should be read in conjunction with the consolidated financial
statements and the notes thereto and the information contained in Item 7 “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.” The selected consolidated financial data and the consolidated
operations data below are derived from the Company’s audited consolidated financial statements.

As of and for the Years Ended December 31
2018 2017 2016 2015 2014
(In thousands, except per share data)

OPERATING RESULTS:
Revenues from continuing operations (1) $892,345 $1,068,200 $768,870 $619,264 $589,592
Operating expenses (3) 781,327 968,800 698,307 547,514 526,519
Net interest expense and other non operating charges 30,836 26,147 18,002 10,107 12,393
Financial instrument (gain) loss (2) (7,296 ) 79,789 18,107 (920 ) (1,096 )
Earnings (loss) from continuing operations before income
taxes 87,478 (6,536 ) 34,454 62,563 51,776

Income tax gain (expense) (4) (19,595 ) 28,276 (13,394 ) (23,408 ) (19,702 )
Earnings (loss) from continuing operations 67,883 21,740 21,060 39,155 32,074
Earnings (loss) from discontinued operations, net of taxes
(3) 1,402 (3,245 ) 2,428 2,067 (2,214 )

Consolidated net earnings (loss) $69,285 $18,495 $23,488 $41,222 $29,860
EARNINGS (LOSS) PER SHARE FROM CONTINUING
OPERATIONS:
Basic $1.16 $0.37 $0.34 $0.61 $0.50
Diluted $0.89 $0.36 $0.33 $0.60 $0.49
FINANCIAL DATA:
Cash and cash equivalents $59,322 $32,699 $16,358 $17,697 $30,560
Property and equipment, net 1,555,005 1,159,962 1,000,992 875,401 847,268
Goodwill and intangible assets (5) 535,359 44,577 45,586 38,729 39,010
Total assets 2,470,585 1,548,844 1,259,330 1,041,721 1,011,203
Post-retirement liabilities (3) 68,907 63,266 79,528 110,166 94,368
Long term debt and current maturities, other than leases 1,401,252 515,758 458,721 318,200 344,094
Deferred income tax liability (4) 113,243 99,444 122,532 96,858 83,223
Stockholders’ equity 436,438 395,279 311,902 364,157 347,489
____________________ 

(1)

Revenues reflect the adoption of Financial Accounting Standards Board's Accounting Standards Update No.
2014-09, “Revenue from Contracts with Customers (Topic 606)” using a modified retrospective approach, under
which financial statements are prepared under the revised guidance for the year of adoption, but not for prior years.
(See Note O to the accompanying consolidated financial statements.)

(2)
During 2018, 2017, and 2016 the re-measurement of financial instrument fair values, primarily for warrants
granted to a customer resulted in gains of $7.3 million and losses of $79.8 million and $18.1 million, respectively,
before income taxes. (See Note D to the accompanying consolidated financial statements.)

(3)

During 2014, ABX settled $98.7 million of pension obligation from the pension plans assets. The settlement
resulted in pre-tax charges of $6.7 million to continued operations and $5.0 million to discontinued operations for
2014. Effective December 31, 2016, ABX modified its unfunded, non-pilot retiree medical plan to terminate
benefits to all participants. As a result, ABX settled $0.6 million of retiree medical obligations and recorded a
pre-tax gain of $2.0 million to continued operations. On August 30, 2017, the ABX transferred investment assets
from the pension plan trust to purchase a group annuity contract. As a result, ABX recorded pre-tax settlement
charges of $5.3 million to continued operations and $7.6 million to discontinued operations. As a result of
fluctuating interest rates and investment returns, the funded status of the Company's defined benefit pension and
retiree medical plans vary from year to year. (See Note J to the accompanying consolidated financial statements.)
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(4)
Earnings from continuing operations for 2017 was impacted by a $59.9 million reduction in deferred income taxes
related to the Tax Cuts and Jobs Act legislation enacted in December 2017. (See Note K to the accompanying
consolidated financial statements.)

(5)On November 9, 2018, the Company acquired Omni. (see Note B and Note C to the accompanying consolidatedfinancial statements.)
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
The following Management’s Discussion and Analysis has been prepared with reference to the historical financial
condition and results of operations of Air Transport Services Group, Inc., and its subsidiaries. It should be read in
conjunction with the accompany consolidated financial statements and related notes included in Item 8 of this report
as well as business development described in Item 1 and risk factors in Item 1A of this report.

OVERVIEW
We lease aircraft and provide airline operations, aircraft modification and maintenance services, ground services, and
other support services to the air transportation and logistics industries. Through the Company's subsidiaries, we offer a
range of complementary services to delivery companies, freight forwarders, e-commerce operators, airlines and
government customers. Our principal subsidiaries include three independently certificated airlines, (ABX, ATI and
OAI) and an aircraft leasing company, (CAM ). CAM provides competitive aircraft lease rates by converting
passenger aircraft into cargo freighters and offering them to customers under long-term leases.
We have three reportable segments: CAM, which leases Boeing 777, 767, 757 and 737 aircraft and aircraft engines;
ACMI Services, which includes the cargo and passenger transportation operations of the three airlines; and MRO
Services, which provides aircraft maintenance and modification services to customers. Our other business operations,
which primarily provide support services to the transportation industry, include load transfer and sorting services as
well as related equipment maintenance services. These operations do not constitute reportable segments due to their
size. On November 9, 2018, the Company acquired OAI, a passenger airline, along with related entities (referred to
collectively as Omni). Revenues and operating expenses include the activities of Omni for periods since their
acquisition by the Company on November 9, 2018.
At December 31, 2018, CAM owned 88 aircraft that were in revenue service. This fleets consists of 34 Boeing
767-200 freighter aircraft, two Boeing 767-200 passenger aircraft, 33 Boeing 767-300 freighter aircraft, six Boeing
767-300 passenger aircraft, three Boeing 777-200 passenger aircraft, four Boeing 757-200 freighter aircraft, four
Boeing 757 "combi" aircraft and two Boeing 737-400 freighter aircraft. At December 31, 2018, CAM also owned five
Boeing 767-300 aircraft either already undergoing, or awaiting induction into the freighter conversion process and one
Boeing 767-200 aircraft being staged for redeployment. Our largest customers are DHL Network Operations (USA),
Inc. and its affiliates, ASI, which is a subsidiary of Amazon, and the U.S. Department of Defense.
We have had long-term contracts with DHL since August 2003. DHL accounted for 26%, 30% and 37% of the
Company's consolidated revenues excluding directly reimbursed revenues during the years ended December 31, 2018,
2017 and 2016, respectively. Under a 2015 CMI agreement with DHL, ABX operates and maintains aircraft based on
pre-defined fees scaled for the number of aircraft hours flown, aircraft scheduled and flight crews provided to DHL
for its network. Under the pricing structure of the CMI agreement, ABX is responsible for complying with FAA
airworthiness directives, the cost of Boeing 767 airframe maintenance and certain engine maintenance events for the
DHL-leased aircraft that it operates. As of December 31, 2018, the Company, through CAM, leased 16 Boeing 767
aircraft to DHL comprised of nine Boeing 767-200 aircraft through March 2019 and seven Boeing 767-300 aircraft
expiring between 2019 and 2024. Ten of the 16 Boeing 767 were being operated by the Company's airlines for DHL.
We also operate four CAM-owned Boeing 757 aircraft under other operating arrangements with DHL. All but two of
the expiring Boeing 767 aircraft leases and CMI agreement with DHL are expected to be renewed in March 2019
under terms similar to the existing terms.
We have been providing freighter aircraft and services for cargo handling and logistical support for Amazon's ASI
since September 2015. Revenues from our commercial arrangements with ASI comprised approximately 27%, 27%
and 18% of our consolidated revenues excluding directly reimbursed revenues during the years ended December 31,
2018, 2017 and 2016, respectively. On March 8, 2016, we entered into an Air Transportation Services Agreement (the
“ATSA”) with ASI pursuant to which CAM leased 20 Boeing 767 freighter aircraft to ASI, including 12 Boeing
767-200 freighter aircraft for a term of five years and eight Boeing 767-300 freighter aircraft for a term of seven years.
The ATSA also provides for the operation of those aircraft by our airline subsidiaries, for a term of five years, and the
performance of ground handling services by our subsidiary, LGSTX. In December 2018, the Company announced
agreements with Amazon to 1) lease and operate ten additional Boeing 767-300 aircraft for ASI, 2) extend the term of
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the 12 Boeing 767-200 aircraft currently leased to ASI by two years to 2023 with an option for three more years, 3)
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extend the term of the eight Boeing 767-300 aircraft currently leased to ASI by three years to 2026 and 2027 with an
option for three more years and 4) extend the ATSA by five years through March 2026, with an option to extend for
an additional three years. During January, 2019, amendments to extend the terms of aircraft leases were executed. We
plan to deliver five of the 767-300 aircraft in 2019 and the remainder in 2020 for lease. All ten of these aircraft leases
will be for ten years. Under the ATSA, we operate the aircraft based on pre-defined fees scaled for the number of
aircraft hours flown, aircraft scheduled and flight crews provided to ASI for its network.
In conjunction with the execution of the ATSA, the Company and Amazon entered into an Investment Agreement and
a Stockholders Agreement on March 8, 2016. The Investment Agreement calls for the Company to issue warrants in
three tranches which grant Amazon the right to acquire up to 19.9% of the Company’s pre-transaction outstanding
common shares measured on a GAAP-diluted basis, adjusted for share issuances and repurchases by the Company
following the date of the Investment Agreement and after giving effect to the warrants granted. In conjunction with
the commitment for the ten additional 767 aircraft leases, extensions of twenty existing Boeing 767 aircraft leases and
additional aircraft operations under the ATSA, Amazon will be issued warrants for 14.8 million common shares which
could expand its potential ownership in the Company to approximately 33.2%, including the warrants described above
for the 2016 agreements. These new warrants will vest as existing leases are extended and additional aircraft leases are
executed and added to the ATSA operations. Additionally, Amazon can earn incremental warrant rights, increasing its
potential ownership from 33.2% up to approximately 39.9% of the Company, by leasing up to seventeen more cargo
aircraft from the Company before January 2026. For additional information about the warrants see Note D to the
accompanying consolidated financial statements.
Our accounting for the warrants issued to Amazon has been determined in accordance with the financial reporting
guidance for equity-based payments to non-employees and for financial instruments. The fair value of the warrants
issued or issuable to Amazon are recorded as a lease incentive asset and are amortized against revenues over the
duration of the aircraft leases. The warrants are accounted for as financial instruments, and accordingly, the fair value
of the outstanding warrants are measured and classified in liabilities at the end of each reporting period. As of
December 31, 2018, our liabilities reflected 14.83 million outstanding warrants having a fair value of $13.76 per
share. During 2018, the re-measurements of the warrants to fair value resulted in a non-operating gain of $7.4 million
before the effect of income taxes compared to a $81.8 million loss for the year ended December 31, 2017.
The DoD comprised 15%, 10% and 14% of the Company's consolidated revenues excluding directly reimbursed
revenues during the years ended December 31, 2018, 2017 and 2016, respectively. The Company's airlines provide
passenger airlift services to the U.S. DoD as participants in the CRAF program. Due to the acquisition of OAI, we
expect the DoD to comprise 35% of our 2019 consolidated revenues.

RESULTS OF OPERATIONS
Aircraft Fleet Summary
Our fleet of cargo and passenger aircraft is summarized in the following table as of December 31, 2018, 2017 and
2016. Our CAM-owned operating aircraft fleet has increased by 29 aircraft since the end of 2016, driven by customer
demand for the Boeing 767-300 converted freighter as well as the purchase of 11 passenger aircraft operated by OAI.
Our freighters, converted from passenger aircraft, utilize standard shipping containers and can be deployed into
regional cargo markets more economically than larger capacity aircraft, newly built freighters or other competing
alternatives. At December 31, 2018, the Company owned five Boeing 767-300 aircraft that were either already
undergoing, or awaiting induction into the freighter conversion process.
Aircraft fleet activity during 2018 is summarized below:
- CAM completed the modification of nine Boeing 767-300 freighter aircraft, six purchased in the previous year and
three purchased in 2018. CAM began to lease seven of those aircraft under multi-year leases to external customers.
CAM began to lease the other two aircraft to ATI.
- CAM completed the modification of one Boeing 737-400 freighter aircraft purchased in the previous year and
entered into a multi-year lease with an external customer.
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- With the Company's acquisition of Omni, CAM added two Boeing 767-200 passenger aircraft, six Boeing 767-300
passenger aircraft and three Boeing 777-200 passenger aircraft. All eleven of these passenger aircraft are being leased
to OAI. Additionally, OAI leases two other Boeing 767 aircraft from third party lessors.
- ABX returned one Boeing 767-300 and two Boeing 767-200 freighter aircraft to CAM. The 767-300 aircraft was
then leased to an external customer under a multi-year lease and is being operated by ABX while the two 767-200
aircraft were leased to different external customers under multi-year leases.
- CAM sold one Boeing 767-300 freighter aircraft, which was under lease to an external customer.
- CAM purchased eight Boeing 767-300 passenger aircraft for the purpose of converting the aircraft into a standard
freighter configuration.
- External lessees returned two Boeing 767-200 freighter aircraft to CAM. One of these aircraft is being prepped for
redeployment to another lessee while the other aircraft was removed from service.
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