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Well, good morning everyone.  I’m John Barton, Chairman of easyJet, for those of you that haven’t 

met me.   

Thank you very much for coming this morning at short notice and thank you for those on the 

telephone for calling in.  

The last two months, as you might imagine, have been very busy ones for me as I’ve gone around 

the business meeting the people who work in the business.  I’ve also spent a good deal of time 

focusing on this fleet proposal, catching up-to-date with the rest of the Board and forming a view of 

how good it will be for the company going forward.  

I’ve also met both Airbus and Boeing and have been involved in the last stages of the negotiating 

process with them and I’ve been around and met a number of our largest institutional shareholders.  

What is clear to me is that over the last 18 months easyJet have run a highly competitive process 

which has been backed up by rigorous analysis, both financial and technical.  I’m also reassured 

that there’s been a robust governance built around the whole process and all of that has been 

externally audited.   

We’ve had a committee of the Board chaired by Charles Gurassa, our Deputy Chairman here, and I 

think I would like to take this opportunity to thank Charles and the other members of the Board who 

have served on that committee for the considerable extra time and the diligence that they’ve put in 

to this process.  So, I think the process and the governance around it have been excellent.   

What about the deal itself?  I’ve got three comments to make about the deal.  The first is it’s quite 

clear to everyone that over the last two years easyJet have followed a very successful strategy of 

growing gently but steadily, improving quite substantially the return on capital in [Pride] through 

providing friendly and efficient service to our customers at affordable prices.  What this deal does, 

it allows that strategy to continue over the next decade.  Without it, we can’t.  

The second point that I’d make is that partly through the very competitive process that I spoke 

about earlier and partly through technological advances that have been made both by engine 

manufacturers and by the airframe manufacturers there are significant cost savings in making this 

order.  That is very important to us to retain our position in the market.  Other airlines are buying 

similar planes and we have to be cost competitive.  

And the third point I would make is that as a result of our strong balance sheet we can finance this 

deal without recourse to our shareholders and without threatening our three times cover dividend 

policy.   

I think that those three things give us a very compelling case to take to our shareholders and we 

look forward to doing that.   
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There are other advantages around risk mitigation, but I’ll let Carolyn and Chris take you through 

those.  Thank you.  

Carolyn McCall 

Chief Executive Officer 

Thanks, John.  For those of you on the call, I know we have a lot of people joining us online, if you 

have any problems with hearing or you can’t hear the questions or whatever, please text Rachel 

Kentleton and she’ll sort it out.  

Joining me today from easyJet are Chris Kennedy, of course, as well as Chris Essex, our Head of 

Fleet Procurement; Ian Davies, our Head of Engineering; and other key members of the easyJet 

team.  

The new fleet arrangements are consistent with easyJet’s existing strategy, as John said, and are 

expected to deliver improved and sustainable returns for shareholders.  As you know, our four 

strategic objectives are to drive demand, conversion and yields across Europe; to build strong 

number one and number two network positions, to maintain our cost advantage; and, to have a 

disciplined use of capital. 

Achieving these four objectives will deliver to our shareholders sustainable, profitable capacity 

growth in the region of 3% to 5% per year, although clearly, with the flexibility to increase or 

decrease depending on market opportunities and the economic environment.  

It will also deliver improved returns as evidenced by tangible, regular cash distributions via the 

ordinary dividend at three times cover.  

This chart shows the success of this strategy with easyJet delivering industry-leading ROCE of 16% 

over 12 months to March 2013.  We are committed to achieving returns in excess of cost of capital 

measured by ROCE to allocate capital efficiently and to provide appropriate returns for 

shareholders.  To do this we have introduced a portfolio approach to asset allocation as an integral 

part of our strategy process which has led, for example, to actions such as the closure of the Madrid 

base and taking aircraft out of Liverpool, renegotiating that deal entirely.  

easyJet allocates its aircraft and capacity to optimise returns across its network.  In 2012, 56 routes 

were delivering less than 40% of the average network return.  By the end of the first half this 

financial year, this had dropped to just 20%.  

easyJet’s focus on cost has also contributed to the ROCE performance.  The strategy of increasing 

the number of 180 seat A320 aircraft in the fleet has delivered cost per seat savings of 7% to 8% for 

each aircraft introduced to date.  

You can see here a slide that we’ve used in our Capital Markets Day so it will be familiar to any of 

you who there in January 2012.  It outlines our guiding principles around our fleet strategy.  It’s an 

integrated approach and it is designed to deliver the lowest fleet cost for easyJet.  
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There are four key pillars of our fleet strategy which is a key source of our competitive advantage.  

They are fleet plan flexibility, lowest lifecycle cost, lowest cost of ownership, lowest cost of 

support.  The fleet plans that we are recommending today to our shareholders are completely 

consistent with each of these principles.  

Just taking a step back, let’s look at our existing framework agreement with Airbus.  easyJet 

announced its existing contract in 2002 and it has been a source of real competitive advantage for 

the airline since it took delivery of its very first Airbus aircraft in 2003.   

Since 2003, easyJet has taken delivery of 230 aircraft and the contract with Airbus has delivered 

significant flexibility which has underpinned easyJet’s financial and operational performance.  

We’ve benefited from the substantial discounts contained within the original contract since 2003.   

The existing delivery stream comes to an end in 2015 and we have been evaluating options for 

future deliveries with a number of manufacturers, as you all know, over the last 18 months or more.  

What we have announced today would put in place a framework arrangement until 2022.  

So, all of you know anyway that there have been real advances in engine technology and in 

response to the expectation that the high oil prices seen in recent years is going to continue.  The 

major aircraft and engine manufacturers have launched new aircraft programmes with the intention 

of delivering a significant reduction in fuel burn, carbon reduction and nitrogen and sulphur dioxide 

emissions reduction when compared to the current generation of single aisle aircraft.  

We have undertaken a rigorous technical evaluation and commercial selection process over the last 

18 months.  Our first objective was to establish that all manufacturers could meet our technical 

requirements, fulfil our mission capability and satisfy our fleet planning scenarios.  At the 

conclusion of the technical evaluation process, easyJet was satisfied that all manufacturers - Airbus, 

Boeing, Bombardier, CFM and Pratt and Whitney - could offer aircraft and engines to meet 

easyJet’s performance requirements.  

The commercial process assessed manufacturers on pricing, flexibility, support packages and 

guarantees.  As a consequence, it was decided not to proceed with the evaluation of the Bombardier 

CSeries; the aircraft being too small for the company’s current 180 seater requirements, but to 

reconsider this aircraft type for easyJet’s potential 150-seater replacement which we required from 

2021 onwards.  

Following a highly competitive commercial process we selected Airbus based on the superior 

economics it offered and also the flexibility with which they provide it.  

Turning now to the detail of what we’ve announced today and are recommending to shareholders.  

easyJet is exercising 33 options and two purchase rights over current generation A320s.  This is 

under the existing Airbus contract.  The 35 aircraft are to be delivered between 2015 and 2017, 

what we have been calling the bridge period.  Following this exercise of options, easyJet will have 

six options and 29 purchase rights remaining under that existing contract with Airbus.  

We are also entering into a new contract for 100 new generation A320neo 180 seat aircraft for 

delivery between 2017 and 2022.   
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We are in final negotiations with CFM and Pratt and Whitney over engines for the new generation 

aircraft and we’ll announce the selection in due course.  We have agreed a ceiling price for the new 

engines and we will enter into further negotiations to improve terms for shareholders.  

Finally, we have negotiated 100 additional purchase rights on the same terms as the firm order to 

acquire A320neo family aircraft provided that such purchase rights are exercised by 2025 and 

delivery slots are available.  

So, what led us to choose Airbus?  As I said, all the manufacturers competed very hard for our 

business.  Boeing were very much in this process and they were in it right to the end.  They offered 

us, both Airbus and Boeing, new generation aircraft that met all our requirements and offered 

greatly improved fuel efficiency.  Ultimately, Airbus offered us the best deal and at a price with a 

greater discount to the list price than the landmark fleet deal that easyJet struck in 2002.  In 

addition, Airbus demonstrated much greater fleet planning and greater flexibility than its 

competition.  

At our IMS in January we outlined the objective of any fleet proposal we would bring to 

shareholders and to recap those, our goals were and are to allow easyJet to introduce more 180 

seater aircraft into the fleet with the objective of delivering unit cost savings and contribution 

improvement, to deliver additional cost savings through introducing more fuel efficient aircraft into 

the fleet, to continue the strategy of prudent 3% to 5% per annum profitable capacity grow, 

therefore, enabling easyJet to retain our leading network positions and target profitable 

opportunities within existing markets and finally, to provide the flexibility to allow easyJet to react 

to market conditions, both down and up, as and when appropriate.  The fleet arrangements 

announced today meet all five of these objectives and will enable easyJet to deliver enhanced 

returns to shareholders.  

I’m now going to give you just a little bit more detail on the benefits of the new arrangements.  

So, turning first to cost, since 2009 easyJet has had a consistent strategy of increasing the proportion 

of A320 aircraft in the fleet.  As at the end of March, we had 56 A320 aircraft compared to 38 a 

year earlier.   

Our proven experience is that up gauging from a current generation A319 to a current generation 

A320 gives a cost saving of 7% to 8% per seat.  This saving, as you can see, is split between fuel, 

maintenance, crew, ground operations, navigation and ownership.   

The 4% to 5% cost per seat saving from moving from a current generation A320 to a new 

generation A320neo is entirely due to fuel efficiency.   

This 11% to 12% cost per seat saving enhances easyJet’s cost advantage and it mitigates against 

inflationary cost increases.  Our engineering department have conducted an extensive review of the 

manufacturer’s claims and they have substantiated the benefits.   

In addition, as part of the new framework arrangements, Airbus have provided certain performance 

guarantees as you would expect.  Amongst other things, these guarantees, subject to agreed 

limitations, a substantial improvement in fuel efficiency of the new generation aircraft compared to 

the current generation.  
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The new framework arrangements we’ve announced today are entirely consistent with our stated 

strategy of growing capacity by 3% to 5% per year.  3% to 5% capacity growth over the period until 

2022 equates to approximately 19 million to 35 million seats and we believe that between 2% and 

4% of this capacity growth will come from new routes or increased frequencies on existing routes in 

the markets we are in and around 1% from flying larger A320 aircraft on existing flights.  This is a 

really low risk strategy and this chart demonstrates that and we used this at the half-year results in 

May.  

So, to recap, around 67% of easyJet’s annual capacity touches our top 20 airports which equates to 

around 46 million seats.  We estimate that 86 million seats (the blue section on this chart) serves 

point-to-point demand currently flown by non-LCC carriers.  We believe we have a significant cost 

advantage against these competitors.  This will be our primary focus for profitable growth as it is 

now.  

The new framework arrangements provide a normal fleet replacement programme with no 

acceleration of replacement.  Of the 135 aircraft within the new framework agreement, 85 are for 

replacement and 50 are for the 3% to 5% growth. 

The percentage of A319 aircraft in the fleet will decline from 68% today to 25% by 2022 as easyJet 

continues its strategy of up gauging to the 180 seat aircraft.   

A320neo aircraft will start to enter the fleet in 2017.  By 2022, 36% of the fleet will be A320neos.   

The fleet will age naturally as expenditure is minimised on current gen aircraft.  The average age of 

the fleet will move from 5.8 years in 2014 peaking at 8.3 in 2020 and then falling to 7.9 in 2022 as 

the proportion of A320neos in the fleet increases.   

Finally, as you can see from the bottom two rows, we have significant flexibility in our fleet plan 

such that our fleet could be as large as 298 aircraft or as low as 165 aircraft by 2022.   

I’d like to take a moment to just reinforce how much flexibility we have in the fleet plan, so I’m 

going to turn to the next slide.  The plan is to grow the fleet from 226 aircraft at the end of 2014 to 

276 aircraft by the end of 2022.  However, we have the ability to downsize the fleet, as I said, if we 

need to respond to the external environment at any point in time.   

So I’ll just explain this graph for a second.  It demonstrates the flexibility to reduce the fleet size.  

Each line represents the minimum fleet possible if all options to decrease aircraft are exercised on 

or after the first day of the financial year represented by each line.  The mechanisms by which the 

Company can reduce the fleet size are through early termination of leases and through the deferral 

of existing orders.   

I’m now going to hand you to Chris who will take you through the financial impact of the new 

framework arrangement.  



Fleet Plans   easyJet Plc  

18 June 2013  6 

Chris Kennedy 

Chief Financial Officer 

Thank you Carolyn.  As you would expect, the assessment of the new framework arrangement has 

been underpinned by a very detailed and robust financial model based on easyJet’s existing network 

needs and factoring in all the relevant cost elements.  

Based on a comprehensive sensitivity analysis, the Board has assessed that the business case 

remains robust around changes in revenue per seat, fuel prices and exchange rates and we’ve sought 

assurances from external sources as to the accuracy and control around the entire process.   

Ernst and Young reviewed the construction of the financial models on the basis of the assumptions 

agreed by the Board and BDO undertook a review of the controls surrounding the process which 

covered controls over the procurement procedures, anti-bribery training, ethical awareness and the 

overall governance applied to the fleet selection process.  

The new framework arrangements that we are recommending are consistent with our stated 

financial objectives.  They support our objective of achieving returns as measured by ROCE in 

excess of the cost of capital and provide capacity to invest in growth opportunities.  The financial 

modelling shows that the new framework arrangements are consistent with our maximum gearing 

target of 50% and our target liquidity of £4m per aircraft.  

We remain committed to maintaining a strong balance sheet with a sufficient level of liquidity to 

manage the business through the cycle and industry shocks.   

Throughout the period of the new framework arrangements easyJet is expecting to pay dividends to 

shareholders in line with its three times cover policy and there is no change to our policy of keeping 

the balance sheet under review and returning excess capital to shareholders, if appropriate.  

And finally, easyJet expects to fund the order through a combination of internal resources, cash 

flow, sale and lease back transactions, debt, and we are anticipating maintaining the owned lease 

split of approximately 70/30. 

So, I will just take a few moments to explain this slide.  Let’s first start with the definition.  Fleet 

acquisition and overhaul expenditure includes pre-delivery payments, final delivery payments and 

all maintenance expenditure of a capital nature, including cash outflow on leased aircraft 

maintenance and its stated growth before the proceeds of any sale and leasebacks.  

The table shows the fleet acquisition and overhaul expenditure on aircraft expressed as a percentage 

of revenue, both historically and for the period to 2022.  From the period 2005 to 2012, as easyJet 

grew the fleet rapidly, total fleet acquisition and overhaul spend was approximately 18% of 

revenue.  Roughly half of this was on new aircraft and just over 40% on replacement aircraft.  

Maintenance spend was low due to a young fleet and the consequent low levels of overhaul 

expenditure.  
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Over the bridge period we’re slowing replacement to minimise this spend on current generation 

aircraft.  New aircraft entering the fleet will still account for approximately half of the spend.  

However, maintenance expenditure will increase as the fleet ages and more heavy maintenance is 

undertaken.   

In the period between 2018 and 2022 spend on additional aircraft accounts for only 16%.  The 

majority of the spend is planned to be on replacement aircraft as older current generation A319 

aircraft exit the fleet and maintenance expenditure will decrease as the younger new generation 

aircraft enter the fleet.   

In total, we expect that fleet acquisition and overhaul expenditure for the period from 2018 to 2022 

will be between 10% and 12% of expected revenue.   

I’ll hand back to Carolyn.  

Carolyn McCall 

Chief Executive Officer 

Thanks, Chris.  So, to conclude, what we’ve announced today is a recommendation to our 

shareholders that supports the continued execution of a successful strategy, one that has delivered 

returns and profitable growth for all our shareholders.  The new framework arrangements will 

deliver a significant cost advantage to easyJet as the new generation aircraft enter the fleet, a critical 

factor in an intensely competitive market.  

easyJet was in a highly advantaged position in its negotiations with both Airbus and Boeing.  Both 

wanted our business which was highly attractive to them.  We have an installed base of over 200 

aircraft combined with one of the strongest balance sheets in the industry.  Therefore, as you would 

expect, they both competed very, very hard in what was a highly rigorous process.  As a result, 

following this highly competitive process and well governed process, easyJet has been able to 

negotiate excellent terms with Airbus.  

We believe that the new framework arrangement enhances our ability to deliver cash returns to 

shareholders and we are confident in our recommendations of this fleet arrangement to our 

shareholders.  

Thank you and I’m going to hand over to you for questions.  I’ll take questions from the room first.  

Following that, we’ll take questions from quite a long list of people on the call.  For those in the 

room wanting to ask questions, could you please use your handheld mics in the chairs?  They’re 

inside of your chairs and just press the button on the microphone before speaking.  It’s very posh, 

isn’t it?  
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Question and Answer Session 

Wyn Ellis - Numis Securities  

Hi.  Good morning.  Just two quick questions.  First of all, presumably, this is priced in dollars and I 

would like to know what you’re going to do with regard to hedging long-term for the aircraft.  

Secondly, can you tell us what price or inflation escalator is in the contract from now through until 

2022?  

Chris Kennedy  

Both of those questions are unfortunately commercially confidential, so we won’t discuss the 

currency arrangements or any escalators that are in the deal.  

In terms of hedging the P&L, we’ll continue to hedge in the normal way that we have and as we go 

into the fleet transaction, we’ll look at the way that we mitigate the dollar exposure and the euro 

exposure as we go through the process.  

Jarrod Castle - UBS  

Hello.  Good morning.  Just two, if I may.  Just in terms of the debt financing, can you say is there 

anything that can be done A, in terms of vendor financing and B, would you consider doing any 

kind of corporate bond.  You haven’t done something like that in the past really.  

And secondly, just in terms of I guess the expansion CapEx, is it going to be more increasing 

frequency or more new routes or a bit of both?  If you could say anything on that in terms of 

between now and 2022.  

Carolyn McCall 

Chris, do you want to take debt financing and I’ll talk about expansion CapEx.  

Chris Kennedy  

Yes.  Jarrod, we obviously look at all sorts of financing and look for the best terms continuously.  

From what I can see in the market at the moment we don’t need to do a corporate bond and they are 

quite expensive.  From the analysis we’ve done looking forward, as I said, this is mainly from our 

own resources and cash flow.  We will continue with the sale and leasebacks, which is more about 

managing the operational flexibility and the 319s.  So, I wouldn’t anticipate really any difference in 

the funding arrangements going forward from what we’re currently doing today.  
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Carolyn McCall  

In terms of the expansion, really what we’re talking about is organic growth within our core 

markets and there will be a combination of increased frequencies of some of our already tried and 

tested routes and there will also be some new routes.  

At the moment, our split is about 75/25.  75 in favour of building frequency, 25% in terms of new 

routes.  So, at the moment, that would continue, but we would keep that under review.  But it is 

about organic growth.  This is not about finding a completely new market that we’re not in at the 

moment.  

Stephen Lyons - easyGroup  

You mentioned six options and 29 purchase rights remaining.  Is there still a possibility that those 

could be exercised, or are they completely off the table now with this new order?  

Carolyn McCall  

I think the whole thing about the six options is it’s a really good example of the flexibility we have 

in the arrangements with Airbus.  So, if we need to use those six options, yes we will use them.  So, 

yes, they are there to be used, but I think they’re a good example of the fact that we still have 

flexibility in the current framework agreement, the 2002 deal.  

There is no intention at the moment to use the 29 purchase rights because we have been very, very 

careful in the bridge period to actually look at what we’re doing and to minimise the use of current 

gen aircraft.  So, I think it would be slightly odd to go forward with those purchase rights.  On the 

other hand, we don’t know what’s going to happen in the next three years and the whole point of 

mentioning them is because they are part of the current existing framework agreement and 

therefore, they exist and can be used.  

Andrew Light - Citigroup  

Just on the transactions, are you able to give more details on, first of all, the pre-delivery payment 

profile and how it compares to your existing deal?  

Then, secondly, maintenance warranties and residual value guarantees which I think were a key part 

of the original framework deal that you did a few years ago.  

Chris Kennedy  

On pre-delivery payments, that was all part of the overall negotiation as well as price and flexibility.  

We looked at that.  They’re not materially different from where we are today.   

On the guarantees, there are certain guarantees in there.  I think first and foremost we’re relying on 

our engineering team who have done a lot of technical due diligence around what the implications 

for maintenance are, whether the fuel burn savings are there.  We’ve got a high degree of 
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confidence in our own assessment.  Backing that up, as you would expect, we have negotiated 

certain guarantees but they are commercially confidential.  

Andrew Light  

Residual value.  

Carolyn McCall  

Residual value guarantees.  

Chris Kennedy  

I’m not aware that there were residual value guarantees in the original deal.   

Carolyn McCall  

Chris Essex is shaking his head, so that must be true because he was part of the original deal.   

Chris Kennedy  

I should say, because Chris and Ian are sitting in front of me, one of the great advantages through 

this process has been we’ve got Chris and other members of the team were around the first time for 

the 2003 transaction, so they know inside out the contract and what we’ve been able to secure.  

Neil Glynn - Credit Suisse  

Hi.  Good morning.  First of all, a question A319.  Obviously you’re gradually reducing its 

importance or its scale as a proportion of the overall fleet over time.  With this deal, was there much 

thought to doing that in a more accelerated manner given the obvious savings from the A320 either 

current gen or the neo?  

Then a second question with respect to fleet age.  Obviously, the fleet age will grow to around an 

average maturity of eight years.  What will be the oldest aircraft that you will actually run with at 

that point?  

Chris Kennedy  

So, on the 319 replacement, as Carolyn said, we’re following the normal replacement profile.  So, 

we just think that’s from our fleet planning arrangements, we think that’s the right way to go about 

it.  Yes, there are benefits from up gauging, but, in terms of the lifecycle of the 319 and minimising 

the overall fleet cost, we believe the normal replacement cycle is the right one to choose.   

In terms of the aging, average age is an output of everything, as you know.  So, in terms of the fleet 

planning arrangements, we’ve assumed 16 years as the oldest plane that we want in the fleet at any 

one time.  
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Damian Brewer - RBC  

Two questions.  First of all, just on the A320neos, within the fleet planning, is there any assumption 

about where those are deployed?  Obviously you get the bigger uplift in the fuel benefit on longer 

sectors rather than short sectors.  Is that part of the process or would that be incremental to the 

savings you talk about rather than network average if they were more targeted?   

Carolyn McCall  

Sorry, you’ve got a second question.  

Damian Brewer  

Yes, second one on the A319s.  Just on the percent of the fleet that remains of that, is that the pre-

programmed in level once lease returns occur or they’re owned aircraft being disposed of during 

that process as well?  

Carolyn McCall  

Chris can answer both of these.  I will just say on the 320s, we do use them in certain places where 

we do longer routes, but the key thing to our operation is to have the flexibility to swap aircraft any 

time.  So, if you just look at what happens in a network the size of ours, the key thing is the 

flexibility of being able to swap them.  So, it’s very, very difficult I think to make any assumptions 

around that about where you base them, what routes you fly them.  Clearly, use them on the longer 

routes because you get a real fuel benefit.   

Do you want to answer the A319?  

Chris Kennedy  

Yes.  On the A319, and just for the financial analysis, we did use network average.  So, to the extent 

that our operations control centre can and do use the more fuel efficient planes where we can use 

them best and there will be a small incremental benefit, but it’s, as Carolyn said, it’s around the 

edges.  

On the disposal of the A319s, as you know, we’ve been going through a process of doing mid-life 

leases on those so that we don’t own the older ones.  We’ll continue that process.  So, the intention 

is to continue to do those mid-life leases.  

The first owned aircraft that if we hadn’t leased it before it became due is around 2019 before you 

get any material numbers of A319s that we own that are reaching what we consider the end of the 

easyJet life.  

Tim Marshall - Redburn Partners 

Did you think about or discuss the A321 at all and having an even larger aircraft to increase 

flexibility?   
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Then, Chris, would you have a CapEx schedule for the coming years?  Thank you.  

Chris Kennedy  

So, A321 no plans for the moment.  It would be a very small number of aircraft in the network 

where it would make sense, so no plans on the 321.  

Then on CapEx, we can’t give you the exact CapEx numbers because clearly there is the 

commercial confidentiality and also just forward looking.  So, what we’ve done, I’ve tried to give 

you as much information as you can by putting that table in that talks about the CapEx as a 

percentage of turnover, but that’s as far as I can go.  

Andrew Evans - Nomura  

A couple from me.  On the cost saving side of things, historically we’ve seen a lot of the cost 

savings accrue to the passenger or be taken up elsewhere.  How much do you think will accrue to 

yourselves in the bottom line?  

Then secondly, on the subject of special dividends, could you just go through your policy again and 

how we should think about them after this aircraft order?  Thank you.  

Carolyn McCall  

On the cost savings, our strategy is to be affordable for passengers and therefore, we try very hard 

to be the lowest fare on every route we fly and so I think that’s what we would keep in mind in 

terms of the margin because I think there is always a point where, if you push your fares too high, 

you alienate and you don’t get return bookers.  So, I think that’s the way we would look at that.  

So, of course, we would say that at the moment there is a very good and benign environment for us 

to be able to do very well in terms of profit, but also, to pass on some of that sometimes to the 

passenger which we try and do.  So, I think you just have to look at it and we have to keep that kind 

of balance in mind all the time in terms of what savings we pass on to the passenger, what profit we 

keep for ourselves.  So, we’re very mindful of that all the time.  We have reviews.  Actually, almost 

weekly we look at our pricing in terms of how we’re doing and what we’re passing on to the 

passenger.  

Do you want to add to that at all?  

Chris Kennedy  

Yes.  All I would say is we’ll control what we can control.  So, what we know is there is a big cost 

saving prize out there from up gauging and from the new engines.  We can get that 11% to 12%.  

So, having the low cost base enables us to be lowest price or lowest cost on the routes we fly, which 

is the bedrock of the strategy.  So, that’s the intention and then what the market does in terms of 

yields, that’s for the market to evolve into.  
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On the special dividend, as I said, no change at all to the policy.  The ordinary dividend we will 

continue to pay at three times cover and, obviously these framework arrangements, our view is that 

this enhances our ability to give cash returns.  We’ll just keep the balance sheet under review and if 

we have surplus capital and it’s appropriate, then we’ll return to shareholders.  

Gerald Khoo - Espirito Santo  

Two questions.  Firstly, what contingency is there if the neo isn’t delivered on time, obviously not 

in service yet?  

And what explains the difference between the fuel saving that you’ve calculated at between 4% and 

5% per seat and I think the 20% that Airbus is claiming?  

Chris Kennedy  

I think on introduction into the fleet, again, we’ve done an extensive review of the programme.  

This isn’t a 787.  It’s not an entirely new aircraft.  It’s new engines and in fact, the GTF has already 

flown on the flying test bed.  You’ve got two very reputable engine manufacturers who are going 

through an evolutionary change in engines.  So, I think the programme risk we assessed as lower 

than obviously a brand new airframe.  

And also, our delivery schedule, we’re not taking the first.  We’re around number 400 in the 

delivery schedule for the neos, so a lot of the early teething problems, if there are any, should be 

well out of the way.  

In terms of the fuel saving, Gerald, the 4% to 5% we’re quoting is on our total cost base.  So, 

Bombardier are claiming around 20% fuel saving.  Airbus and Boeing are around 13% to 15% of 

the fuel bill and given that fuel is roughly a third of our costs, that’s where it translates into that 4% 

to 5% that we’re talking about in the overall cost base.  

Alan Day - Deutsche Bank  

Just two quick questions.  The 11% to 12% cost savings you’re talking about, are there any 

assumptions in there for, as you are saying you’re number 400 on the delivery schedule, if the 

planes become slightly better, if they’re lighter, as we sometimes find, so, is there anything else that 

could come on top of that?  

And, also, in terms of having a single fleet manufacturer, say Airbus or Boeing, could you give us 

the headroom that Airbus would be able to offer to make the two deals on the table compatible by 

which I mean if Boeing offered you a 100, could Airbus offer you 105 and that five you could save 

on having the same fleet with the same manufacturer?  

Chris Kennedy  

We’ll come back to the second question.  
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Carolyn McCall  

I’ll be thinking about the second question as you answer the first.  

Chris Kennedy  

On fuel burn, yes, I mean clearly the engine manufacturers and the airframes’ will, as the 

programme progresses, all try to get weight off and improve efficiency and over the life of the 

engine, you would expect that that engine would develop just as the CFM fuel efficiency is 

developed over the life of that engine.  

Also, within our evaluation, clearly, we’ve derisked some of the claims that the manufacturers have 

made.  So, all of that adds up.  We’re very confident about the 11% to 12% and we’ve been 

cautious.  

Carolyn McCall  

We’ve been cautious on those.  

I’m struggling to understand the question actually.  Try your question again.  So, you’re saying how 

much benefit did you get on the Airbus over the Boeing, effectively.  

Alan Day  

Yes.  So, the way I understand it, having a fleet of purely Airbus… 

Carolyn McCall  

Yes, the single fleet.  

Alan Day  

Yes, it gives you benefits in terms of parts, in terms of training that sort of thing.  

Carolyn McCall  

Yes.  I think the thing to say just to context this before we start is we have run a dual fleet so we 

know what it is like to run a dual fleet.  So, Ian has run a maintenance and engineering department 

who have run two fleets, so we know we can do it and that’s why Boeing were a very serious 

contender.  The whole Ops team worked on the transition plan with Boeing because there was a big 

transition plan and actually, there was no question when we looked at the numbers that despite 

Boeing being able to do the transition plan and having worked very hard on the financial 

implications of that because we wouldn’t want to take on any financial burden because of that 

transition plan, there was still enough savings running a single fleet.  Whether it was on the 

maintenance side, on the parts side, whether it was just on the operational flexibility that I referred 

to when I answered an earlier question which is we don’t have to have separate bases for Boeings 
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and separate bases for Airbus.  We’ve just got Airbuses everywhere and we can swap them as we 

like.  So, we can recover passengers very quickly and our OTP is very strong as a result.   

So, I think there are definite tangible benefits to having the A320 family as a single fleet, but I can’t 

quantify those for you because those are part of the models that are pretty confidential, I guess, 

from our point of view.   

Alan Day  

Thanks. 

Carolyn McCall  

Any other questions?  If there are no questions in the room.  We’ll take one more question in the 

room and then perhaps we’ll go to the phone line, if that’s all right.  

Jarrod Castle  

Sorry, just a follow-up question.  This has become your plan A now, so the 11 July is D Day so to 

speak.  What would happen if it somehow didn’t get pushed through?  A, is 165 in terms of the low 

end of your fleet then, does that incorporate this deal into it and B, is there a plan B I guess?  

Carolyn McCall  

The 165 is about the new framework arrangements and the flexibility we’ve got up to 2022.  The 

165 figure is what you could reduce the fleet to in 2022 if the world changed as we know it.   

As far as anything else is concerned, I think that the entire team and the Board is focused on talking 

to our shareholders and persuading them that this is the right thing for the airline.  It’s the right 

thing for the long-term, so it continues what we’ve already been doing.  It’s a successful strategy.  

It’s evidenced to be working and really, without this new framework arrangement, we can’t 

continue to deliver the strategy.  So, we can’t continue to deliver 3% to 5% profitable growth and 

the returns that come with that.  And with the new generation, if we don’t do that and we don’t get 

the delivery slots which this new framework arrangement gives us, it gives us prime delivery slots 

now which secures the price protection, the deliveries in the future and the flexibility in the future.  

If we don’t secure that, it really, really dilutes our cost advantage going forward.  So, both from a 

growth perspective, modest cautious growth, but also from a cost perspective, this deal is absolutely 

critical for the long-term success of easyJet.  So, that’s what we will be talking to shareholders 

about.  

So, can we go to the phone lines please and see if there are any questions from people on the phone.  

Donnell O’Neill - Goodbody  

Hi guys.  Good morning.  A couple of questions.  The first one around the A319s and sale and 

leasebacks.  I guess a lot of your peers as well are doing a similar thing in terms of upgrading to 

A320s versus A319s and the market is very, very strong at the moment.  How do you see the resale 
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market for A319s and do you have any concerns about resale values in terms of doing those sale 

and leasebacks?  

A second question, a very simple one on the modelling you said you did on the deal.  What WACC 

did you use?  

The last question, I know it’s a bit far out, but in terms of your suggestion around reconsidering the 

Bombardier aircraft, the 150 seat aircraft, what’s your thinking there and how does that form, or 

how could that form part of your strategy?  Thanks.  

Chris Kennedy  

So, on the A319s, Donnell, our experience from the financing that we’ve done most recently, it was 

oversubscribed and we got the price that we wanted for them.  I think this is an outcome of quite a 

successful strategy that the fleet team have been following around seeding the market with our 

319s.  Regardless of if there is any industry concern, I think the easyJet A319, it’s got the double 

overwing exit, so it supports the high-density seating arrangement.  It’s well maintained.  It’s flying 

in very benign atmospheric conditions, so actually, it’s a very good quality aircraft and, as a result 

of the strategy we’ve followed so far, we’ve got at least three operators who are keen to take our 

mid-life A319s.  So, from where I’m sitting today, I don’t have a concern around the residual values 

of the 319s.  

In the modelling, the WACC we used is absolutely consistent with what we’re seeing in the market.  

It’s the WACC that we calculated for the half-year, so it’s consistent with that.  

Carolyn McCall  

And the Bombardier, the thinking around that.  

Chris Kennedy  

Bombardier, from what we saw of the Bombardier aircraft, it’s very interesting.  It looks like a very 

good aircraft.  It’s a new airframe so it does give substantial cost savings over and above the offers 

from Airbus and Boeing.  There will always be a need for a smaller aircraft we think in the fleet, but 

it’s not until much later.  So, the decision on Bombardier, we’ll re-engage with them.  It was just 

too difficult actually to come to a commercial arrangement when your first delivery is going to be 

10 years from now.  

Donnell O’Neill  

Okay.  That’s great.  Thanks a lot guys.  

Suzanne Chard - Morgan Stanley  

Morning.  Thank you.  I just have two questions on slide 13 regarding the unit cost advantage.  

First, could you detail the driver of the ownership cost increase you show between the neo and the 

current generation?  
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Then second, I’m a bit surprised at not seeing an offset increase in airport charges given the higher 

weight of the neo.  Could you comment whether you do expect an increase in airport charge unit 

cost?  

Chris Kennedy  

The bar on ownership obviously is the very sensitive one from a commercial point of view, so 

that’s, I would say, just more directional than anything else.  That’s all I can say on that because of 

the commercial side.  

On the airport charges, we have factored in all of the charges.  All of the other costs, when you put 

them together, more or less offset each other.  The big number is the fuel saving.   

Suzanne Chard  

Thank you, Chris.  

Carolyn McCall  

Is there any other questions in the room, just so I know at the end?  No.  Great.  We’ll just wait and 

see.  Okay, thank you all very much for joining us.  Thanks to you on the call as well.  We’re going 

to hang around now obviously, so if you’ve got any further questions you might want to ask 

privately, you’re welcome to do so.  

Thanks very much for coming at such short notice.  

 


