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The agenda for this session.

® About me

m Jerry Maguire and show me the money

m | et’s start with a manifesto

m A |a carte features you really should consider
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About me

" Part of the Midwest Express
start-up team, was Director of  E8S
Marketing, threw bags, cleaned EiREEE,
aircraft, and was an early :
believer in ancillary revenue.

®m  Started IdeaWorks in 1996 to
“Build Revenue through 5, | it
Innovation.” Volnteeri ap

" When my kids complete school, National Historic Park in Kentucky.
my family will have visited every
major national park in the USA.
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Let’s begin with the 1996 romantic comedy
about Jerry Maguire and his manifesto.

I[ronically, he writes his mission statement while on a
business trip to Miami . . .

“. .. the great ones all do one thing at the time of
their greatest success. They change the game. They
make it harder for themselves. They raise the bar.
They work not just harder, but they work smarter.

That is why the great ones all got stronger instead of
more weary.”
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But the movie’s main message is about
“The things we think and do not say.”

®m Jerry’'s father told him, “Get the bad news over
with first. You be the one to say the tough stuff.”

" “Well, here goes. There is a cruel wind blowing
through our business. We all feel it, and if we
don't, perhaps we've forgotten how to feel.”

= “Every time you allow a problem in your life, you
are actually at a point of transformation. Crisis is
a powerful point of transformation.”
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“Let us be honest with ourselves . ..
Let us be honest with them.”

Who is them?

= Qur front line employees
B Qur customers

®  Qurinvestors

How is this done?

®  Brand
B Honesty

B Ethics _
Q@?&Wks



Let’s consider this
ancillary revenue manifesto.

®  Define your airline brand first and use this to
steer your ancillary revenue customer strategy.

®  (Create a sales-oriented culture that respects
your front line employees.

®m  Base your a la carte sales on principles that
support your brand, respect your culture, honor
customer choice, and provide a good return for
Investors.

v Look for cautions in the presentation regarding
alignment with this manifesto.
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Enough about romantic comedy.

What you should consider this year:

®  Charging fees for checked baggage.

B Offering premium seat choices for a price.
B Providing early boarding benefits.

What you should consider for the future:

B Frequent flier program, co-branded credit card.
® Selling upgraded meal options.
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Checked baggage has become the
million dollar decision.

Per passenger annual revenue estimates by IdeaWorks:

$3.64 Northwest (US domestic passengers)
$4.75 easylet

$5.41 Frontier

$5.81 United (US domestic passengers)

Based upon financial disclosures by carriers and an estimate of applicable traffic and
revenue activity.
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Baggage fees are crossing borders.

B Delta expects to bring in $100 million annually from
a new $50 fee for checking a second bag on
international flights effective 01 July 2009.*

B Recent history suggests other US carriers will be
Inclined to match.

®  Alliance partners, such as Lufthansa, Scandinavian,
and Japan Airlines will be affected through
codeshare relationships.

v Manifesto - Prepare other airline employees to
collect your fees.

* Delta Air Lines, Inc. Q1 2009 Earnings Call
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Pre-reserved seating is
simple and profitable.

Per passenger annual revenue estimates by IdeaWorks:

m  $0.08 US Airways - Choice Seats program for
seating with more legroom such as exit rows.

" $0.37 Air Berlin - Fee varies by distance.

" $0.49 Westlet - Flat fee, higher for exit rows.

Based upon financial disclosures by carriers and an estimate of applicable traffic and
revenue activity.
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Vueling makes every seat precious.

B | ® DuoSeat €30
s . empty middle seat
-t = XLSeat €13
4 e i exit rows
TQ @ '@ O B Seat Optimum €5
':-:::-:: ahead of wing exit rows
99 00 m  SeatBasic €3
:::::: behind wing exit rows
4t 4 v Manifesto - Consider
000000 waiving fees for children.
000 ‘000
000 000
000000 '
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Early boarding option provides
premium service and revenue.

Per passenger annual revenue estimates by ldeaWorks:

" $0.67 easylet- Typically 11 passengers per flight
select Speedy Boarding.

®m $0.91 Southwest - Business Select includes 1)
Priority boarding, 2) Free alcoholic drink, 3) 25% FFP
bonus, and 4) priority security lane access.

Based upon financial disclosures by carriers and an estimate of applicable traffic and
revenue activity.
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easylet harms brand integrity with
fine print for Speedy Boarding.

“Where passengers are bused to
the plane, we cannot guarantee
that Speedy Boarders will be first
off the bus. Where busing is
frequent on a route, this is
reflected in the Speedy Boarding
price you pay.”
v Manifesto - Provide refunds
when service is undelivered.
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Frequent flier programs easily exceed
revenue from checked baggage.

Per passenger annual revenue estimates by IdeaWorks:

$1.13 Finnair - Plus

$1.21 Iberia - Plus

$3.70 Frontier - EarlyReturns

$8.17 TAM - Fidelidade

$10.00 United - Mileage Plus
$10.14 Alaska Airlines - Mileage Plan
$15.82 Qantas - Frequent Flyer

Based upon financial disclosures by carriers and an estimate of applicable traffic and
revenue activity.
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TAM provides a good example of a
mid-size program with greater potential.

5.5 million program members.

$241,211,000 program revenue in 2008.

$43.85 per member (not passenger).

99% of revenue from financial partners.

Credit cards generated 19.7% of accrued miles in
2008, flying and flight related bonuses were 59.6%.
TAM Fidelidade is nearly 5% of airline revenue.

v Manifesto - Provide enough reward seats to meet
Increased accrual activity.

From TAM Investor Day presentation and 2008 Annual Report.
Revenue converted to US dollars.
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Meal upgrades provide revenue while
enhancing product perception.

Hawaiian Airlines - Premium Meals for $10

Air

Sushi bento box with teriyaki chicken
Taco salad with grilled chicken breast
Chicken Caesar salad with grilled breast
Satay chicken on vermicelli noodles

Berlin - Sansibar Meals for €6.00 to €9.90

Vegetable lasagna

Chicken breast Saltimbocca
King prawns

Child meal - chicken nuggets

[deaWorks

COMPANY.COM

17



AirAsia X goes beyond upgrades to a
buy-on-board program for long haul flights.

These statistics provide a glimpse of pre-order activity.

®  Approximately 55% of AirAsia X passengers pre-
order a hot meal, with 80% of customers ordering
meals on daylight flights.

® 1 million passengers projected for 2009.

®m  Typical meal cost is $5.00.

®  Pre-order meal revenue would be $2.75 million, or
1% of projected AirAsia X revenue for 2009.

Meal statistics provided by AirAsia X March 2009.
Traffic and revenue disclosed by carrier to the media.

Revenue is presented in US dollars. IdeaWOﬂ(S
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The steps to ancillary revenue nirvana.

®  Define your ancillary revenue brand.
Nobody does this better than AirAsia.

B Equip managers with resources.
Provide staffing, marketing, and advertising budgets.

®  Create consumer clarity.
SkyEurope discloses its complete fee menu online.

B |ntegrate the selling message.
Virgin Blue offers a robust online retail experience.

B Engage employees as supporters.
Ryanair pays a 10% commission to its cabin crew.
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Time for Questions

Go placidly amid the noise and the haste,
and remember what peace there may be in silence.
Speak your truth quietly and clearly;
and listen to others.
If you compare yourself with others,
you may become vain or bitter,
for always there will be greater and lesser persons than yourself.
Enjoy your achievements as well as your plans.

Excerpts from "Things to be Desired" by Max Ehrmann
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About IdeaWorks: IdeaWorks was founded in 1996 as a consulting organization
building revenue through innovation in product, partnership and marketing. Its
international client list includes the airline, hotel, marine, railroad, and consumer
product industries. The firm is a leading expert on creating ancillary revenue
opportunities for airlines. IdeaWorks has worked with airlines on ancillary
revenue projects in Europe, the United States, and South America. The
consulting firm has helped create frequent flier programs and develop co-
branded credit cards in the USA, Europe, and South America. Learn more at:
ldeaWorksCompany.com

Disclosure: IdeaWorks makes every effort to ensure the quality of the
information in this presentation. Before relying on the information, readers
should obtain any appropriate professional advice relevant to their particular
circumstances. ldeaWorks cannot guarantee, and assumes no legal liability or
responsibility for the accuracy, currency or completeness of the information.

Contact the Speaker: Jay Sorensen, Jay @ IdeaWorksCompany.com, Direct:
414-961-1939
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