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‘amnually. However, with the lower fuc costs, aifnes may becom mor profiable s a group.
1 o, Amcrican A ssmingsper s s up 25 percntfrom Q3 2013t Q3 2014, ko
$1.28, oran il ime ecord.

Spiit s Inc. (SAVE)
Headguartcedin Miramar, Flrid, Spirit s he atons decpest. discountaiine, offrin cus-
lomers numerous for-pay opions, icluding begs scal asigament. and efesbments. Spit
v nety 0 porentof s revemue rom nonicet product purhases. To maximize ol
ciney, Spin has Sl A, single-sisle lans, perting mors han 325 iy (ghs 0 57
estinasonsinth Usited Staks, Latin Americ, nd he Cartean. The naion’s “Ult-Low.
(Cos Carri” Spii Aifics ecived  espectd, independent endorsement ecel i thal
i Transpors Word named Spit s the Valoe Aiine ofthe Yese” s s 41 Annas ndasry
‘Achicvement Awards ceremony:

Virgin America (V)

cadguareed in Burlingarme, Califrna, Vigin Amria is 3 low-cot s that provides e
v srvces i the Unod Sics and Mesic, Founded i 2004, Virein Americaha  lct
1 53 Aibs singl sl airrall. he company pesored excescingly well n (e ioal quare
1 2014, rporin Peiran-cxpected camings and s n th quinr Virgin Amcrica s
adin ights mobly,stiving 1 kcp cots low by Ming  single airal type (A AS20
famly) s otsurcing any activiis such s bggag deivery, maiienanc,and resevaions

Southwest Airines (V)
Headguareed in Dalles, Texas, Southwest in 2015 began Tying nonsto 1o cigh new cies
outof s mal b, Dllas Love Fik, with 180 deparurcs  day from Dallas Love Fild o
50 dstinations i th Unitd St s s irnatiosl market. AL yar <nd 2014, St
operaed 665 Bocing 737 irraf nd had 12 Bocing 717 scral. Southacst s 003 dosim-
tins in 40 sate,the Disric of Columbia, and Pt Rice a wel 5 Mexico,Jamaie,the
Babams, A, nd he Domisican Repubic

United ontinentalHolding,Ic (UAL)

cadquarteed in Cricago, o, Usica Afincs, th wholy owned subiday of Uiled
Contnenal Hodins, provides st ansportaton scrvices al ove the planc. UAL ranspors
both pople and car, sing 2 et of 1,260 siral and havig more than $4000 ul ime
cployes.

External Issues

According 1o SITA,  spcials in ai ranspor. communicaions an information echlogy
Soluons,theaiflin indusey wil o sce 2 maor ranslomatio . the way psscngers racl
‘wilhaiflncs. SITA says therear fous o rends hat wil sape th fare ofglobal i vl
02015 and eyond, s llows:

1. Pssengers will xpct mors personal serviee and ailins will defive,pimarly using
smanphoncsand apps much mor. o cxampie, Alska Ains aleady has a ravel a0
i et Ters o s sl o e homelws nd o cis whee e ricads

2. Nealy everyaifne will oifer mobilecheckinup from 50 percnt oday Psscngers will
s 2-Gicnsional boardin pases o contaces chnology o e phoncs, T,
Sapes o i ouncy, such 25 a ouring gals o 1t sk scury 70ns

3. Cusomer services wil come more ol and scil Nesly verysitine snd it
will rovide ight updates using sarphone pps. Th indussy s cxplosing 4ps 0
improve the customer sxpercnce

4 Almostcvery siport s s wiloffrbusiness nelience soltons simod t impro-
ing customer seviceand satsfcton fcn rough prsonalized sevics For cxample,
Fuopean s, Vg, escarchs cstomers viasocal media i orler 1o bt ey
sand Ui behavio and h nlgrte i informaton o e o itcligence pro-
a1 mproe customer oyly
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Market Segmentation
“The s cater 103 variey of customers bt seerall cistomers e calgoried 2 coach,
it cass, usiess s, an fght. Coach isinger Fevenue cnds 0 account for 0 prcent
Fall evenu pcncratedbyairsrvies companie This revenue fcldes xra b ecs,food and
@ink, and i ter e asociatod wilhcoach class asngers. Bsincs clas an frt class
passcagersaccoun or 10,2 5 perent of ol reveaue,rspecively, with (right accouning
Tor 3 percnt o il industrywide revenucs.

Airines Hosrding Cash
esing comomic downtrns, s scnersly eep substanal cash on tei bl rpre-
scns. For cxample Dol feporicd 55 billion n 2014 cash and shor erm ivesmcns 0 2013
revenues of $37 bilon or 14 percnt of rvenue. American Alincs eporied 2014 cash and
cquivaleis o 5 illon, about 30 perecn of rvenue. JlBe, o cxampie, rom 2012 10 2014
incrasediscash posiion by 57 percent o $341 ilfon. Dela increasd i csh balane by
25 percen ver he same e frame. Overall, e sy’ 2014 evene passnger i were
2.5 percnt, withpasenger revenucsrisin S pescen. Another arca drivin up cash Palances
and sevemus o sirics e ancllaryfcs. Carely 16 U, ailins chare bagage Fecs,al
ing 3.4 il n 2013, Reservaton chanse fcssenratd another 2.5 illo n 2013 s
for e v industy. Gencrlly met wih gt dsasteand rsistance among pascngees,alce
eing costomary n 1 industry o numbe of ycars o, moet customrs a1 ow accustomed
1ot ancilay e charged by airiocs.

Airine Pollution Concerns
Airines fo yeas have fought the poception ey e s msjor source o Srscahaus s
Mostaflnes routney s the ways in whic ey have reduced e ol usae and 5 3 sl
renbousgass Manyof e ways s, howerer ar oflen rough ighr s on customers.
Baggase fes, esvy b suchures, ack of e drnks and ood,Ughicrscatin srangements,
and smallermor fclcicicn plan all ve hlped 10 redce weight a e et expense of
cusomer comfor. So the jury renaes ou 0 the e mkives of ifcs i the bl agains
enbouss gascrisions. Anher neresting development n (e ndusty i he s of iofucs
fosteadof radiional jt e Seveeal s, suh asContncnal and KL M Royal Dutch Aiies,
have cxperimentd with ol ince 2000 bl thr does Bl apper 10 b RAUSEYWidS
accepanceof a by o swith n e foresecable Fture

hirine Toxes
ilines pay High s, Do, Spir, JetBluc, and Southwest all puid taxes etween 35 and
585 porcntin 2014 However, AmeicanAriacspid wxes of 1 pereen and Uned Contncnial
rccived o creitn 2014 President Obama el proposed rising s on s 0 lp.
reduc the federaldficl, improve mmigration, improw apots, and rduce he wal e for
procesing forign vistors. Oban's new s L plan would a4 beween $2.50 nd 59 per
fcket onc vay. T cost of any i Lcsiscapecid 0 b passd n 10t consumee. Tax
incrssesmay ot s ke much in s erme, ot o anlys suggestad  $300 domesic
ke’ s tat s curedy S61 would ncreas o 75, amountin 10 staggcring 23 percent
tax increas. To compar wha a 23 percnt L high s o, e aflation e n the Unitod
St drin 2014 was around 15 pereen.

Mergers Dominate the Industry
‘Two noabe recent mergers incude Uil and Contnenal and US Arways and American
Aietines. Whilepossly trscive,a lsst U sor e for e s, e mergers ame
e cxpense of subsantal goodill o the balnce shects. American,for cvample eporcd
20 soodwill in 2012, et aftcr e merger wilh US A, the e fm rportd over 4 il in
004wl Uniled Concetal rpors aver 4 il i soodwill o s alance sheet. Thekely
enchi for these ks s with ecuced compeion wil come he by o mor casily s
e ikt prics. n addion 1o bigher prices fcing s passcngers, afine CEOS rs also
llring teir market share-grabbing sy by focusing o the most roiable ra rouics,
rducing redundant rotcs, o longes srving crai rule,and being abe Lo chare e o
ancillry foes.
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Future

orthefull ycar 2015, JtBlu projcs s s oeraing capacty wilnrese by apeoximatcly
 pereent over 2014, withheadionof 12 Aifbus A321 ieraf ot oprating et Thecom
pany projcts hat s cot pr avallble sa il cxcoding feland prof shain, will ncreasc
Tperceatover 201

“The aidine industry s inencly competive, and is bcoming mere and mor ke 3
commaity.JtBlu s backing avay Fom s amcnies n oder o compel andsay roiable,
3ot customers ar cxpeting more personalied srvees nd amenites. JeBlue ncds 2 clar
Srtcgicpan Help e company prepar s document.|
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JetBlue Airways Corporation, 2015

www jetblue.com, JBLU

cadquaricrd in Losg Itand Cit, New York, JtBle s  pasengeraifine caricr company

operating a e of I3 Afbus A3 irras, 130 Aibus AS20 airralts nd 60 FMBRA 190

aleals el scrvs 00 destinatons i 27 saes, e Distict o Colambia, Pucrto Rico, h
U Vign dands, and 17 counrics inthe Caribbean and Latin Amcrica, tBluc i someimes

callod Now Yorks Hometown Aiine, and i he keading cair n Boston, Fort | auderdle
Hollwood, 1o Ansccs(1ang Beach, Orlando, and S Jan.

el roporid 1. perce decrase i il per pssenger per il s e company's -
crag i deceased 10 S166.1 n 4Q 2014 Fom 168941 4Q 2013 For 4Q 2014, JeuBlac's
v passcngr s (o RPM) increased 8.5 ercen 10 0,392 million ks Capacty, o
vl st mies (or ASM, and load facor (o capacity ifzaion) drive RPM growth for
an sivine. For 4Q 2014, JeBlucs capacity ncrased 7 prcen 1o 11436 millon, and sca
ccupancy inceased o 2. percen rom 809 pereent 1 4Q 2013

Tower fuc prices have helpe aiines” performance metis, bt JelBle competes with
many aggrsiv, growing fval companic, ncluding Spist Aiics, Soulwes. Amercan
Nilnes, Dela Ae Lines, United Conlnctal, and cven rpidy growing Vigin America. On
AP 22,2014, JeBla’s it voted o unioniz,for e st e sine he ailin was oundod
in 1999, wilh 7 percent of the i’ it votin in (vor of ining the Air Line Pilts
Asociation (ALPA).

For Q2 2015, JetBluc's numiber of revenue passngers row by § prcent yea-over year,
indicatng srowing demand fo th i’ srvices. JelBlu's rfie rew by . percent yr-
overyea fo e it balf o 2015. The s improved s oadfclor, o airrafl ilzation, by
1 perecnL 15,6 prcent o Q2 2015 JetBlu ls ncreased s capcity 1n Q2 2015 - meastred
by availabe sca mils(or ASM)—by 7.5 percen year veryear. This was th sccond-ighes.
Capacty incrase mon e ix major s In 20 2015, elBlu's competorsnoched e
ollowing capacty ncreases:

1. Alska Al Group (ALK: 1075
2 Southwest A (LUV): 75
3 Dol A Lines (DAL): 6%

< Unted Conicnal (VALY 23%
5. Amcrican s (AL 1.5%

el oods 2 cea siragic plan o the e
Copyright by Fred David Books LLC. wwwstaisycltcom (Wrien by Fed . David)

History
Vormr St A oy, vl Kk, incoporad “New i s Deavar
Augd 199 btk shand . el s b Fllowing Sobwest' sy of
rin oot e, wih i cocpion il would fr e, s - TTght
CortamcntTor msanc, ATV 3 cvry et 1 s sl i, Neceman's vion o
St was o Prin bmaity bk b s e

T Septcmbr 199, wa vt 7 il ke o ading s s FK et
Aipor i New Yok Cy. he sk s oertions o Febary 11 200, i srvie 0
Bulto snd 1. L.

I 2012, o e ighh e o, B was e “ighsn oo Susaction
Amon 1w Cost s North Amrica” by J ). Power 1 Aseias T 213, o
inradicsd Mink. a promim st i ol (g, The i P 2011,
i e At AJE1200 sl o by JBle. Thos s ar s i il
S well 3 i 1 st d sl partions ht can et sl s splns.
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Called “Mint” by JeBluc, hse planes e configared wih 16 busines-clas s and 143 ccon-
omy sas,inscad of n alcconomy confgurationof 190 s

On Stember 15, 2014, e’ CEO, Dave ger, amnounced s rsignstion from
e company clective Fbraary 16, 2015, fllowing repons that invesonsand he board were
unbappy with bispeformance. Ms_Barse was repace 0 the boad, and 2 O, by Robin
Hayes

Tl Juy 2015, JtBlc reporied Q2 operaing income of $262 o, compared 1o
$141 millon in G2 the prio ycar. The company’s 2015 Q2 et income was $152 milon,com-
pared 161 millon theprior v JtBlue's 2015 2 persting evcnuss wee 1.6 billion. i
evenue pasenger miles for Q2 ncrased 8.7 pereat 1 10-5 billon on a capaciy ncesseof
7.5 perceat,reslin ina Q2 o facto of §5.6 percent—an nceas of 10 poins year over-
year. The company' ie per psscnge ik in Q2 als icreased 02 percent 1o 1428 ccs,
‘Whilepasscnger rovente per il sca mile (PRASM) for Q2 of 2015 nreasd 14 percent
year over.year 1o 12.22cts, 2nd operating revenue per avalble sat mike (RASM) ncreascd
.4 percen year aver-year o 13.17 cents. Givn all e ncrases, and with ofprics Flling
Augos 2015, etBe cems o ave  brght faare.

Internal Issues.
VisonMission

el s combind vision/msiontht reds: il Ainways cists o provid superior
Service i cery spect of o customer’ i ravel caperience” The company ks hss 3 s
Lomer il fihts onthe corpora website

Organizatonal Structure
el s i topcxccuives on s comporc websie. The company ppears 0 cpere wing
2 foncionaldesign, 2+ st i i |

Segments
el s o reporable sgment: (1) v fom passengers il sats and (2) v
from ancllary amcnityofings JolBhc's ncllary ancaityrevenue, the Higher margn soure.
incrased 3 pereent 125 per casomer n4Q 2014 The i’ ol ancillay evenue ncreasod
10745 millo n 2014, year-over yearncrase of 1 percent.

Adding to s sncllary revenae, JtBle i 2015 began sding baggage o, To icrese
e company passncr revense,Jin n 2015 cu the g room i some of s plancs. These
changes come cve hough JtBla has ong bec one of e moet caviabe brands arund, win-
in el et with e sacks nd olerameniles ey foundon rval s, Pty
because providing smenties vas he founder’ il vison for (e compsny, 3 rcea poll

EXHIBIT 1 JetBluc's Organizational Structure
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revealed that the porceatage of poope polkd who say they are postive about the JetBluc brand.
el almos  poias 1o 56.2 from 3. percen (asd om formation at YouGor, rescarch fim
ha urveys consumerssbou brand pereptons).

Passenger Load
JeBluc’ evenac pascnger miles inreasd by 143 percent yar overyear 1o 3,183 milion
in January 2015, compared Lo 2,75 million he prioryear The company’s evente. pascagers
incrased by 3.4 percent a s mmber fdepanaes o 025107 in Jaary 2015 rom 2198
in January 2014, e’ passcnger revemue er avalable st mile (or PRASM) for Jamary
2015 creased by 3 percnt. The company's availale sat s creased by 153 pereent
monih, ot s load factr deceased by 0.9 percnt 0 1.9 prcent.

S’ alic snd capcity erowt ncrssed durin sy 2015 o econd te ighest.
rowih amons s pes. Alaska A Group (ALK, o cxample,ecordd he scond Highest -
i ad capacitygrowth of 1.9 percentand 104 prcen, ollowed by Souwes Atnes' (LUV)
.6 prcen nd 10.2 pesent,respecincy. Followin those posions e el A Lins” (DAL
3. percent and 6.2 perent and Unied Continenal Holdings”(UAL) 1.1 perceat s 14 percent.
Only American Ariocs (AAL) ecorded cgativ aic and capciy growh of 2. percentand

02 prcen repectively.

‘Capacity ttzation
JeBluc ha 203 airratl t the cnd of 2014, icluding 135 A3205 G0 1908, and 13 A1,
T company cxpecs o take delivery of a addiional 12 A321s in 2015, JtBlo's ol capia
expenditur o 2015 s planned o range rom SS10 million 0 S860 millin. However, o ncreasc.
s cash low, Bl deferd 15 i avcal dlveris, whic wil b delveredsbout 2022
2023, intcad of i 2016 2018

el overal capacity ncreased about 12 percent n 1Q 2015 and s expectd o crease
about  ercent fo the [l year 2015 A bigh 16 percen growth s cxpcied n iBlucs
raascontncntal Mights, which comprisc 30 percnt of the company's ol capaciy. Anthce
50 perctof e capacey is cxpected 1 b deployed n th Carbbean ad Lt America, with
anothr 29 ereent deployed n Herida

Fuel
fcal fel i JetBlu’s Irstcspense catgory, reprscnin 36 percen o otl perating
xpenses in 2014, compard 38 percent i 2013, The company’s average price paid for fel
ecreased S perct in 2014 1 52.99 p glln, bt the company consumed 35 mllion more
alons of e fue in 2014 compare 1o 2013, Tn 2014, JetBe ecordd fclhedge loscs.
O $30 million compared o 510 milon i el hedge o i 2013 Howeer, fue and s
xpetscs were down .5 pecen rom Q3 Q4 thanks 103 30 erccn drop i ofpics ave .
lat quanirof 2014

Salries Wages, and Benefits
‘Salarics, wagcs, and beneis ar JetBla'ssecond largest. xpense, eprsening 24 percentof
\oal oprain cxpenscs in 2014, compared o 23 percen e prio ear During 2014, JtBlc's
number of cmploycs nreasd 7 perceat and L sYras enurs of o members incrssed 1o
62 yeas, b o which coiribied 10 $150 millon, or 141 pereet, nccas compared (0
2013 Jelue ecemly areed o provide s ilos 2 20 percnt pay ncrase i e hase e
over 3 yearssain i 2014. oo b2

On Time Performance
12012, JeBlac'son-ime performanceimproved by 4 perentyear oer year. s measure
e on e perfomance by he mamber ofMights arivingwilhin 14 minucsof e schedulod
arival e, a wel st systcn's avl performance. JAUBIC' - deparurcs in 2014
improved by 2.7 percent 1o 635 percet, and he syst's vl prformance improved by
25 percent o 711 pereen. Howeve, compared 1o al afios. JeuBlue undeperormed o
s mtric.Forexampe, Hawaian Airines hd te ighest 2014 on e riva e of 2.3
pescat, followed by Alasks i 8. D' 85, America's 6.4, and Unitod's 7.1 percet,
respecivly, ranked sighly bete tan JeBiue.
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EXHIBIT 2 Notable Expenses for letBlue

EXHIBIT 3 JetBlue'sIncome Statement (n millons of USD)

RepertDate Decomber 31,2014 Decomber 31,2015
[ s ssaan
e e 26m
Opeating cpencs e 220

Finance
Jeb portd s ighest nt ncome ver n 2014 —S401 million- i ncess of 23 o
over 2013, bt he 401 miionmumber ncudesan afcr-a.ga o he sl oaJtBlc subsid.
fry. LveT. of $169 mllicn, LiveTV was JetBlucs leading providr of nflight cokcrsioment
and conneciviy sysems for s plancs. In 2014, el epored ver 53 bilon n operal.
ing revenue, Ied by rapid ancillary rvenue growih. Abot 30 pereet of JuBlc’s opertons
come fom h norheasten cordor of (e Unied Sae, which n 2014 and 2015 expericnced
very s wines, ladin o 4,100 (ight csncslatons n 201 son, comparsd 1 aout 2100
cancelations in 2013,

S’ rocen income ststement snd blsncs shect sre provided in Exhbits 3 snd
rspeciely.

Competitors
For 2014, JtBlue ad el i Lies (DAL epore e ighst v grom o . e,
Tllowed by Sothwest A’ 5.1 peren, Ak A Groups (LK) &1 pren 4 Uned
Coninctl g 1 pores XD provies some compartve mitics o Jaloc nd
ol s Notke it JBlo's evcous P crploe s Ured Cotnnal,
and s P s owest g th sampe i i

e domesicaiine s i ighly compeive, ld b Do, A, and Unicd
Coninl, with et e aging o 201 13 prnt, speciney. SunsCs US.
ke s spproximaly 11 erent. wih Bl snd S oy and 1 e
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EXHIBIT 4 JetBlue's Balance Sheet (in millions of USD)

Report Date ecember 31, 2014 ecember 31,2013
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EXHIBIT 5 JetBlue versus Rival Airines on Key Metrics

setblue  Amerian  Southwest _United Continental

S Roene o n won wn
s e sk ax sk
SR peclioos TS0 TAX0 A0 w0
$ Nt ncome om sn 128 120
sirs 10 s05 16 205
SMuiCopistnion 541 150 »n =0

ke shres,respecivey. Theaitine sty gencris bout $150 iion in sanual revenacs
wilhhe i 4 s (bown n FxhbiL ) accouning o over S0 perecat ofall evenue. ol
{bers ar over 300 s busincses i he Ui S,

s Faily casy o besin a anline usiess: there ars low baies 10 cary becauss many
aipancs ar e ot wnod by the cariers. Howewer, ronicaly, i s ol expenive o cxi
e industy 2 sifines have ong-erm s agrcmenls i place. As ar nolorious for
low margins. The oulook movin forward i for the aflin indusy 1 grow about 2 percent




