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Summary of Responses to questions at  
easyJet plc Annual General Meeting on 21 February 2013 

 

1. Will the Chairman confirm he will not be involved in any further negotiations for 
new aircraft orders or enter into any other long term commitments before he leaves 
office? 

I would like to make it clear that as long as I am Chairman of easyJet and until we have a 
replacement I will take all my responsibilities as Chairman very seriously and will deal with matters 
of the Board as they arise. However, in relation to a new aircraft order, easyJet has a very strong 
process in place with Charles Gurassa, the deputy Chairman, leading a committee to oversee the 
process of evaluating the fleet options for the Company. I am not on that committee. We are in the 
process of evaluating what we should do and no conclusion has yet been reached on a fleet order. 
However, we will have a new Chairman in place before we put any fleet order proposal to 
shareholders. 

 

2. Will the Board ensure that there is sufficient time for the new Chairman to get to 
grips with his responsibilities particularly given the inherent risk of a new aircraft 
order and to allow that individual to consider the due and proper process for 
making financial commitments lasting longer than one year?  

We are confident that the enormous amount of work that has been and is being done in an 
extremely professional way will give the right result on the fleet process. We will of course ensure 
that the new Chairman has the right amount of time to understand and evaluate any new aircraft 
order and its benefits and risks.   

 

3. As easyGroup, we are concerned the majority of this Board will not be serving and 
therefore not be accountable for any actions they take as regards ordering new 
aircraft for delivery possibly in 5 years’ time. Considering the list of non-executive 
directors and the Combined Code and the rule of no more than 6 years’ service to 
be considered completely independent, respectfully point out that Mr. Bennett and 
Professor Doganis are already in their 8th year and Mr. Browett is in his 6th 
year.  Mr Hamill will be serving his 6th year in 2015. It is our contention that this 
Board does not have sufficient independence and should not commit this Company 
to a 5-10 year capital expenditure obligation.  

This Board has demonstrated very high levels of independence in looking after the interests of all 
shareholders on every matter, and continues to be determined to do the right thing for the 
Company, its shareholders and its employees in the long term. As a FTSE350 company, we look to 
the UK Corporate Governance Code which states that a term of more than nine years could affect 
a director’s independence (and not six years).  

A board has to balance the long term needs of its shareholders with a rotation of the board which 
allows it to retain continuity while refreshing talent. This is precisely what we have done by 
appointing three new directors in 2011 to provide the right balance of continuity and refreshment. 
We are more than confident that the Board has the skills, the independence and the foresight, and 
has a clear record of carrying out its duties towards all of its shareholders. 

 

4. As easyGroup, we are concerned that the “fuel efficient” description for any new 
aircraft coined by the aircraft manufacturers and briefed to the media is mere spin. 
These aircraft are not expected to be flying for at least another 5 years, possibly 
longer. It is our contention that manufacturers cannot be trusted to either deliver 
them on time or to guarantee the promised fuel savings. The Company does not 
have new profitable routes on which to deploy additional aircraft.  Also the Board 
refuses to publish profitability by route - because the new routes are loss making. 
Consequently there is no good reason to order new aircraft as replacements for at 
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least another 5 years. It is our contention that we should let other airline directors 
take the risk of bleeding edge technology with all its dubious financial benefits. 
easyJet should therefore adopt a second mover strategy in this regard.  

 
The Board should also publicly acknowledge the implications of the Boeing 787 
fiasco – as of now – the model is still grounded around the world. What makes this 
Board believe that either Boeing or Airbus will deliver the new aircraft on time? 
What if they do not?  It should also be remembered in 2006 the previous 
management team made up of Colin Chandler and Andy Harrison gave away the 
maintenance and fuel guarantees negotiated with Airbus in 2002, allegedly because 
they were “not enforceable”.  How do we avoid a repeat of this sell-out? 

All of these issues have been thoroughly reviewed as part of the fleet procurement process and 
discussed within the committee of the Board overseeing that process led by Charles Gurassa. 
Further, the Board has had detailed technical presentations by independent engineers on various 
aspects of the engineering relating to the new engines.  

It must also be remembered that we are not contemplating the order of a new aircraft frame. The 
next generation aircraft which we are evaluating as part of the fleet order will undergo very little 
change in relation to the currently existing airframe of the aircraft; it is the engines where the new 
technology will be deployed.  The aircraft suppliers have made it clear that they are eventually 
going to cease manufacture of the current range of engines and aircraft around 2018.  The Board 
will do the right deal on the right terms for the benefit of the Company and its shareholders and we 
will continue to look at the fleet arrangements extremely carefully with independent engineering 
input as appropriate in order to achieve the right deal.   

In relation to Boeing 787s, we have no plans to buy such aircraft at the moment or in the 
foreseeable future.  

As to route profitability, we have published route profitability data and this information is in the 
public domain. The management team have managed the routes in the last two years with a strong 
focus on route profitability and capital allocation and the financial results quite clearly speak for 
themselves.  The management of challenges such as Madrid and Liverpool during the past year 
are evidence of how seriously the executive team take route management. 

The maintenance cost guarantee provided under the 2002 aircraft contract was terminated as part 
of the amendments to that agreement, agreed by the Board at that time (which included Sir Stelios) 
and approved by shareholders in 2006.  No “fuel guarantee” has been “given away”. 

 

5. Unit revenues (price of tickets or yields) have increased by 33% over the last 4 
years due to the combination of low capacity growth and no aircraft orders. Can the 
Board guarantee that yields will keep going up if they place a new aircraft order? 

The principle around the way the management work and the Board operate is to ensure that we 
secure long-term sustainable returns on capital for our shareholders. Therefore we are always 
focused on market conditions, on yields, and we have continued to take into account concerns 
about the economy, about expectations of capacity reduction and around volatility of the fuel price. 
Through the easyJet Lean programme, we are reducing our cost base whilst maximising our yields 
in the interests of all of our stakeholders. This is the philosophy by which we work and it has proven 
very successful in terms of customer satisfaction, on-time performance, financial results and the 
rating of the Company in the market.  

 

6. Unit costs have increased 24% over the last 4 years.  Will the Board therefore share 
with us their projections for the next 5 years? If yields stop growing then we will 
have a problem. What contingency plans does the Board have in place to guard 
against this eventuality? 

This Board is very conscious of the uncertain economic times we are in, while remaining alert to 
the opportunities that exist.  We have maintained a strategy of moderate growth and flexibility is the 
byword by which we operate, that's why we have the fleet structure that we do.  Some of those 
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flexibilities have already proven to be significantly to the benefit of the Company including being 
able to convert to A320 aircraft with a lower cost per seat.  

Because of our value and our low fares, consumers have turned to us in a tough environment. 
However, we have also seen in more buoyant times that easyJet performs well.  A key protection to 
any yield softness is our very tight cost control and managing the cost base.  easyJet lean is not a 
programme of activity that sits on the side of the airline, it's something that's embedded in 
everything that we do. 

Between fiscal year 2008 and 2012, on a per seat basis revenue grew 28.6%, costs grew by 23.8% 
and non-fuel costs grew by 21.9%.  In the two years from fiscal 2010 to 2012 when easyJet has 
had the focus on the easyJet lean programme, the focus on the network returns and ROCE, on a 
per seat basis revenue is up 10.3%, costs are up 6.7% and the cost increase is driven by fuel 
costs.  In fact the non-fuel costs per seat are down by 2.6% in the two-year period from fiscal 2010 
to 2012. 

 

7. We at easyGroup are concerned with the issuance of approximately one million new 
shares in the last year. The Board contends they were issued to 247 employees who 
worked for the Company in 2004 and stayed for another three years in order to 
allow the shares to vest. We find it hard to believe so many share options have 
remained unexercised for this period. Has the Board checked these options are 
properly due or was it left to the Company Secretary? We do not understand why 
the Board did not buy existing shares on the open market to satisfy these options. 
To be frank, we see this as another anti-Stelios measure that ends up diluting not 
just him but all shareholders. Now we have been told that another 1.3 million new 
shares are to be issued.  We object to this. The Board must buy the shares in the 
open market so they can be properly accounted for in the profit and loss account. 

Insofar as these share schemes are concerned, they relate to schemes that were created pre-IPO 
to benefit employees while the founder was Chairman of the Company. We will live up to previous 
commitments made to employees regarding share options agreed to before and after the IPO that 
were intended to generate and create loyalty and retention for the Company.   

In relation to the question of dilution, at around 2% dilution since these share schemes were put in 
place, this has been managed well within the ABI guidelines established for that length of period. 
From 2010 onwards shares relating to our SAYE and other employee schemes (apart from these 
post-IPO discretionary share options) have been bought on the market rather than issued.   

All of these schemes are audited and we are absolutely confident that they have been properly 
allocated in accordance with the original pre-IPO rules. We have provided easyGroup both in 2012 
and 2013 with full and detailed information and explanations around all of the points in relation to 
share issuance.   

 

8. When will the Board move to a more normal dividend payout policy of 50% of 
earnings per share? 

For the 2012 fiscal year, we decided to reduce the level of dividend cover from five times cover to 
three times cover. We believe that that is appropriate at the moment but we will keep the dividend 
policy under review.   

 

 


