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AM Good morning ladies and gentlemen and welcome to the EasyJet Analyst call. 

My name is Amelie and I will be your coordinator for today’s conference. For the 

duration of the call you’ll be in listen-only. However, at the end of the call you’ll have 

the opportunity to ask questions. If at any time you need assistance, please press star, 

zero on your telephone keypad, and you will be connected to an operator.  

 

I am now handing you over to Carolyn McCall to begin today’s conference, please go 

ahead. 

 

CM Good morning everybody, I’m with Chris Kennedy, CFO, Rachel Tenselton 

[?], Head of IR, as you all know. I’m not going to do the presentation line by line. 

You will have seen it already I hope. Please refer to the charts emailed to you this 

morning, the charts are also on our corporate website. I’m just going to provide you 

with an overview, and then take questions at the end.  

 

We have reached a resolution of our dispute with easyGroup over the terms of the E-

Jet brand license. We’ve agreed to amend the brand license agreement in a way that 

provides significant additional benefits for both easyJet and for easyGroup. This ends 

the long period of uncertainty, over two years worth, arriving from the ongoing 

dispute, and confirms easyJet’s right to generate revenue from ancillary activities. 

There’s no longer any 75/25 split. We’ve now got greater clarity over governance of 

the company for the future, because Stelios is giving up his right to appoint himself 

Chairman, and easyGroup is giving up the right to appoint two directors. 

 

We have got a better alignment of the companies and Stelios’s interests through a 

royalty payment of 0.25% of total revenues. These are fixed in full year 11 to 3.9 

million, and full year 12 to 4.95 million. This is for a 50 year period, with a minimum 

ten year term. That recognises the value of the brand, and it does compare well with 

other examples in the industry, such as Virgin Blue’s 0.5% of gross sales payments 

for use of the Virgin brand. 
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The High Court judgement would’ve resolved only some of these issues, and could’ve 

actually been the start of a new round of litigation by easyGroup, and would’ve 

certainly created more uncertainty. The ongoing dispute has caused significant cost to 

easyJet, including around three million in lost revenue from unapproved co-brand in 

marketing support deals. Ongoing legal costs, which have amounted to around four 

million in the last two years, and there has been a real risk to revenue of around £4 

million from White Label sales.  

 

All our current activities are approved, along with the permitted list of other activities, 

and easyJet is now able to provide any new product or service provided by at least one 

competitor airline, subject to the list of prohibited categories. We can also enter co-

branding agreements with other leading brands, without consent. Should disputes 

arise in the future, we now have a swift and agreed arbitration process for both 

parties. There are some service level agreement provisions within the agreements, 

which we are comfortable with. There are clear exclusions for strikes, weather, ash 

and any force majeure, and even in this year, where as you know, we’ve had some 

specific operational challenges, we would not have defaulted on the SLA’s as they 

stand today. 

 

We now have the freedom to lease in non-easyJet branded aircraft to meet operational 

requirements, and to lease out aircraft to other operators, within annual limits, without 

the need for eJet’s [?] consent. As you probably all know, the current agreement or 

the old agreement, allows us to wet lease [?], but we have to re-brand the planes in 

order to do so without consent. So the 0.25% royalty gives us more freedom to 

operate. It allows us more freedom to generate revenue and gives us much greater 

clarity, both for easyJet and for easyGroup. It also gives clarity over governance, 

which has been a concern to many shareholders, and I think this is a new chapter in 

working with Stelios going forward, and with eJet. 

 

This is a related party transaction, so shareholder approval will be required, other than 

Stelios. This is an agreement we is much more appropriate for today, and where 

easyJet is now, and for its future growth. On that, I’m going to take questions. 

 

AM Thank you, ladies and gentlemen, if you wish to ask a question, please press 

seven on your telephone keypad now. If you change your mind and you want to 

withdraw your question, please press seven again. You will be advised when to ask a 

question. 

 

Your first question comes from Jeff van Clevenn [?] from Deutsche Bank, please go 

ahead. 

 

JV Good morning. The first question I have is just to clarify, I don’t want to pre-

empt the strategy review, but does this definitely give you the flexibility to either 

grow or to pay a dividend as you see fit? Secondly, can you just clarify, when you talk 

about the requirements to re-configure partner websites, can you just explain what 

that’s about, thanks? 

 

CM Yes, I’ll take the first; I’ll ask Chris to answer the second. The first thing to 

say is that this is a brand license agreement, and is not do with the strategy of the 
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company or the reviewing of the business plan, and the growth strategy or any part 

thereof. So we have separated the shareholder issue, i.e. Stelios as a shareholder, from 

Stelios as a brand holder, and this is a brand license agreement. So we have not in any 

way guarantee, or there’s no condition in this about the business plan that we will be 

talking about in November. We’ve said we’re in the middle of a review of that plan, 

and all its assumptions from the bottom up, and we’ll be ready to talk about that at the 

full year results in November. 

 

CK And Jeff, it’s Chris, picking up on the second point. The way the agreement… 

the agreement we’ve reached is that customers have to register with us before they 

buy any of the white label services, which isn’t the case at the moment, and actually is 

something that we want to do as a company anyway. So all that means is that there is 

some IT investment required, not on our own site, where we already… customers 

already register on partner websites, we need to integrate the two so that they work 

together. 

 

CM And the reason we want that anyway is that it means that we have all the data 

for our customers looking on white label sites. And we hold the data; so actually, it’s 

something that we were happy to do. 

 

JV So apart from logging in, you could still buy a hotel on the easyJet website? 

 

CM Yes indeed. 

 

CK Yes, correct. 

 

JV Thank you. 

 

AM Your next question comes from Jared Castle from UBS, please go ahead. 

 

JC Good morning, just a quick one, is there any backdating of this agreement, i.e. 

will it have any impact for year-end September 2010? I take it the answer is no. 

 

CM The answer is definitely no. 

 

JC Okay and you’re not going to, I take it, give any update on guidance for 2011 

at this stage. I guess we have to wait till November, okay. 

 

CM No, yes. 

 

JC Okay. 

 

CM That’s on both. 

 

JC Thanks for that. 

 

CM Thanks. 

 

AM Your next question comes from Julia Pennington from Credit Suisse. Please 

go ahead. 
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NE Good morning, it’s actually Neil calling in from Credit Suisse, on Julia’s line. 

Just one question from me in relation to… you’ve mentioned the refusal by eJet to 

agree third party deals. Can you give any type of a sense as to how quickly you could 

move on those? I mean, perhaps immediately, or perhaps there may be a bit of a lag as 

to a few things you may or may not have in the pipeline. 

 

CM No, I think that we would be ready to move quite quickly on a lot of our co-

branding deals, and these fall into two parts. At the moment, we have to get 

permission even to do airport deals, and we lose a little bit of value on that as you can 

imagine. So there are a whole load of airport deals that we can now talk about, and get 

a lot of branding benefits from the airport, without consent.  

The second bit is the more commercial, co-branding deals, which take longer to 

actually get off the ground. But we have already got two or three of those that we’re 

thinking about, in the pipeline. 

 

NE And a [unclear] how would you think about that, if for example, you talked in 

the presentation, there was an estimated five million there. But I assume that doesn’t 

take into account some deals that simply would not have even been… tried to get 

across the line. So is that five million reasonable to perhaps think about for next year? 

Or should we think in a broader scale? 

 

CK It’s Chris here, the five million was an indicative number based on last year, 

and a couple of deals that we had on the table last year that we didn’t do. I actually 

wouldn’t alter anything in the model for additional marketing benefits. We will get 

them, but it’s not easy to quantify. 

 

NE Got you, great, thank you. 

 

AM Your next question comes from Steven Furlong from Davy, please go ahead. 

 

SF Hi, I was just wondering, I see on the presentation, on page six you talk about 

nine million of hard benefits, maybe just give me some colour on that, where those 

numbers come in 11 and 12, and then presumably you see a lot of opportunities for 

both benefits and have some ideas of where the website and the brand can then be 

extended in ancillary’s, maybe you can just talk about it briefly. 

 

CK Okay, let me take the first, on the hard… you can see the nine million is made 

up of three numbers above; four million on risk to white label revenue, so that is 

revenue, existing revenues during the court case, from that particular point we 

would’ve lost. Ongoing legal costs, which obviously we’ve been paying this year, and 

then the three million that we just talked about on marketing and co-branding, as I 

said, I think when you’re looking at the outlook, for now I would just factor in the 

royalty, into the outlook rather than looking for hard benefits or soft benefits. 

 

CM I agree, I think the soft benefits really are very much about being able to run 

the business day-to-day, operationally and commercially, without restriction. That’s 

really what the soft benefit it, and there will be hard benefits that derive from that 

ongoing, but it’s very hard to put a number or be very tangible about that right now. 
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SF Okay great, thank you. 

 

CM But don’t forget as well that one of the most important things here, which 

again is hard to put a number on, is that the shareholder agreement falls away, so 

Stelios does not have the right to appoint himself as Chairman or Director, and that 

from a governance point of view, and from a running the company point of view, is a 

benefit. But there is no hard value that you can put on that today. 

 

SF That’s great, thanks. 

 

CM Okay. 

 

AM Your next question comes from Peter Hythe from Liberum Capital, please go 

ahead. 

 

PH Hi, just a couple of questions really, firstly, could you just explain why the 

royalty agreements are lower in FY11 and FY12, and perhaps roughly why you came 

to the numbers you did? And then secondly, I’m just a bit confused about how much 

competition there might be between, say, easyGroup and easyJet, and I wonder if you 

could take easyJet holidays as an example, which I know has been carved out. And 

also, just perhaps flesh out a bit where other competition might come in between 

easyGroup and easyJet in certain activities? 

 

CM The first question is pretty simple. It was an agreement done… it was about 

phasing in the royalty, rather than having it in one lump sum in the first year. And so 

it was just part of the negotiation of the agreement, and it’s obviously beneficial to 

easyJet in that regard.  The second question, let’s just take that.  So what we have 

complete clarity on now is the area that easyJet can operate in as easyJet with no 

competition from easyGroup and that is in the airline space.  That is for anything to 

do with... affecting aircraft and passengers, and that is much clearer now than it was 

before.   

 

The other thing that we’ve agreed, if you just say white label, what we have agreed is 

that we won’t brand our white label easyJet hotels, easyJet car, easyJet etc.  The area 

that we have got an exemption on that is easyJet holidays, which as you know is 

already active and we have plans to make that more active.  So we’re clear about that.  

So we will do that in partnership with white label, provided it will be on the easyJet 

page, but it will be clear that that is not an easyJet car service, if that makes sense.  

It’s not branded easyJet car.  It’s branded as a partnership with Europcar, for example.   

 

The second example you referred to is easyHolidays, so in that area Stelios has 

always had the right and continues to have the right to do easyHolidays.  He has 

agreed to a year’s non compete on that, so he will not launch easyHolidays as he was 

intending to for a year from the approval of the agreement, but in future he could set 

up a company called easyHolidays, but that will not be branded on aeroplanes.  It will 

not be about taking passengers on a plane with easyHolidays on it.  What it is, is he 

will have to get an ATOL licence, which is a tour operator licence, and he will be able 

to sell package of holidays, and in that package he could have bought easyJet flights 

within that.  We have agreed that we will have commercial arrangement with him if 

that were indeed going to be the case so that it was done in a commercial way. 
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PH Just to clarify that, on an ATOL licence, if he decided to set up easyHolidays, 

then he could go and procure seats from anybody including easyJet or any other 

airline if he wanted to at a commercial rate and set up easyHolidays, but he couldn’t 

set up his own airline to offer the seats, but he can [overtalking] a third party? 

 

CM That’s right.  And that’s much clearer for both sides.  

 

AM Your next question comes from Douglas McNeil from [unclear].  Please go 

ahead. 

 

DM Sorry, my point’s been covered, thank you very much. 

 

EM Your next question comes from [unclear] from Macquarie.  Please go ahead. 

 

QM It’s [unclear].  I just have a question which is probably building a little bit on 

what Peter was asking about this second agreement where easyJet pays Stelios 

300,000 per year to delay the selling up of the... of getting the ATOL licence, etc.  I’m 

just curious because in here he’s saying that he’s not going to sell the easyJet brand 

for a period of two years or invest in another airline for two years.  I mean, what is 

this payment to Stelios really about?  Was he threatening to do some of these things 

and what could the implications be for easyJet? 

 

CM I think the indications are positive for easyJet not to complete with Stelios.  

What the brand licence agreement is, is an agreement with easyGroup, with eJet, and 

what we also wanted to ensure, because the original agreement was an agreement 

really with Stelios who was grooming eJet.  You know, eJet didn’t really exist at the 

time of the original brand licence agreement.  So we wanted to be very sure and 

careful that we had covered both Stelios the individual as well as the company, eJet.  

And that’s the reason for a personal undertaking from Stelios on a range of different 

issues which range from selling the brand... and we now have, which we didn’t have 

in the original agreement, that he would notify us if he was about to sell the company 

or the brand, that we would have the right to dig [?] for that.  Now, none of that 

existed in the past, so the non competes are very much a personal undertaking from 

Stelios to us about his own activities – Stelios Air, for instance, or that kind of 

activity.  So that’s what fee [?] is about.   

 

QM Thank you.  

 

AM Your next question comes from Andrew Light from Citi.  Please go ahead. 

 

AL Hi.  Good morning.  Just a question on the brand licensing agreement.  Is there 

a geographical restriction on there?  Does it specify... I mean, [unclear] has the 

freedom to fly wherever you like within that agreement and can you change the 

onboard service and even the business model? 

 

CK It’s a worldwide licence, and within the airport environment and the aircraft 

environment, we can provide whatever services we want. 

 

CM Whatever services the customers want. 
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AL And any restriction on if you want to make acquisitions in the future? 

 

CM No.   

 

AL Thank you very much.  

 

AM As a reminder, ladies and gentlemen, if you wish to ask a question, please 

press seven on your telephone keypad.  Your next question comes from Andrew 

Liebenberg [?] from RBS.  Please go ahead. 

 

AN Hi guys.  Can you just talk a little bit about what same kinds of brand 

protection regime and share of any important costing split with easy [?] and [unclear] 

on that ratio?  And then, to the same tune, can you just talk about the part of the 

agreement which is mutual respect and that sort of thing.  How hard was it to 

negotiate that and what does it mean?   

 

CM Chris, will take your first question and I’ll do the second. 

 

CK Hi, Andrew.   On the brand protection front, what happens at the moment is 

easyJet contributes to protecting the easy mark and the easyJet mark and in the 

agreement that we currently have it was unclear as to who should be paying what.  So 

we’ve just been contributing fairly, if you like, and this is just formalising that 

arrangement, so typically most of the brand actions are for the easy name and so all of 

the easy licences will contribute and we decided that it we’d do it as a proxy [?] 

turnover given that that’s reflecting the value of the brands being defended [?].   

 

AN So when some dating agency in Scotland misuses the easy name, are you 

paying for that legal action? 

 

CM No.  No. 

 

AN So what protection of the easy brand are you paying for? 

 

CK We’re paying for the protection of easy brand, so for instance, at the moment, 

there is a case in France around a company called easyVoyage.  We have helped 

defend because it’s in our interest not to have someone called easyVoyage alleging 

that they can conduct holiday business, and we’ll split that with easyGroup and this is 

what’s happening at the moment.  We jointly control the cases and we jointly pay 

them.   

 

AN So you’ll fight against travel agents and Scottish dating agencies? 

 

CK No, again, we would be party to the EasyDate action absolutely.   

 

CM On the second point, I feel what this [unclear] is it tightens up the mutuality of 

respect clause.  It’s a personal undertaking from Stelios, so this is reflected in two 

things.  There is a mutuality of respect and confidentiality in the agreement with eJet, 

the company, but he has also committed to enhancing the reputation of the easyJet 

brand and the easy brand in general.  So we’ve now got something which is a more 
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personal undertaking from Stelios.  Now, this does not say... and we have to make the 

distinction with Stelios as a brand licensor, which is what this applies to, and him as a 

shareholder, and I’m not saying that Stelios is going to have issues going forward as a 

shareholder.  What I am saying, though, is that you have to separate the two, and this 

mutuality of respect and confidentiality is about him as a brand licensor. 

 

AL  But does this say anything to him taking down his shareholder activism page, 

for example, or is that...? 

 

CM No.  We have not in any way tried to gag Stelios as a shareholder, because we 

believe as a shareholder, he can ask the question he asks and he has to do it however 

he feels is best, and we would hope with the new framework we have of 

communication with him... part of this agreement is that Chris and I will meet him on 

a monthly basis on literally the brand agreement, so on how the brand is doing, the 

SLAs and so on, and I think it’s when you have that channel of communication, you 

would hope that the working relationship is such that you would discuss things rather 

than spilling out into the wider world, if you see what I mean.  So none of this comes 

with a guarantee about Stelios the shareholder.   

 

AL So with him working as a shareholder, he will just have the right to turn up at 

AGMs and EGMs or is there a possibility of him trying to get board representation in 

the normal way that a shareholder might? 

 

CM His rights now in terms of board representation are as for any other 

shareholder, so the shareholder agreement that Stelios has with the company fall away 

as a result of this brand licence agreement.  So we will deal with Stelios in November 

when we come out with the full year results and we review the business plan and 

where we’ve got to on that.  We will deal with Stelios as a shareholder, just as we will 

do with all our shareholders. 

 

AL Thanks very much. 

 

AM You have another question from Peter Hythe from Liberum Capital.  Please go 

ahead. 

 

PH Sorry, I just wanted to clarify what you were saying with regard to the fund 

and you paying any kind of brand dispute, etc, etc.  I don’t know whether you’re 

willing to quote a percentage or anything, but presumably it is a percentage of 

revenue and I fully expect it’s in your interest to do it as well, but I’m just trying to 

check this.  As a percentage of revenue, presumably you generate far in excess of all 

the other easy projects put together, so your percent of that fund is quite high, so we 

just need to be conscious that you put into that fund... well, I don’t know whether 

you’re going to tell me it’s 70, 80, 90% or not give me a percentage, but my gut feel is 

that it must be anywhere between 70 and 90% of the total fund.   

 

CK Thank you.  Your gut feel is good, but remember that our contribution is 

capped at £1 million. We don’t have to spend more than that if we don’t want to.   

 

PH Is that per annum? 
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CM And we don’t have to spend that either.  It’s up to £1 million. 

 

CK Yes, this is not a contribution to a fund.  This is paying a share of the legal 

bills and, as I say, just formalising the current arrangement. 

 

PH When you say £1 million, do you mean per case or per annum? 

 

CK Per annum.   

 

PH All right.  Thanks.   

 

AM There are no further questions in the queue.  Please continue. 

 

CM Thank you all very much for joining the call and if you have any further 

questions on reflection, please give either Rachel or me or Chris a call.  Thanks a lot.   

 

EM Thank you for attending today’s conference call.  You may now replace your 

handsets.   

 

 

 

 


