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15 November 2000

The Directors of easyJet plc, whose names appear on page S of this document, accept responsibility for the
information contained in this document. To the best of the knowledge and belief of the Directors (who have
taken all reasonable care to ensure that such is the case), the information contained in this document is in
accordance with the facts and does not omit anything likely to affect the import of such information.

A copy of this document, which comprises listing particulars relating to easyJet plc in accordance with the
listing rules made under section 142 of the Financial Services Act 1986, has been delivered to the Registrar of
Companies in England and Wales for registration in accordance with section 149 of that Act.

Application has been made to the UK Listing Authority for the whole of the share capirtal of easyJer plc
represented by Ordinary Shares, issued and to be issued, to be admitted to the Official List. Application has
also been made to the London Stock Exchange for the whole of the share capital of easyJet plc to be admitted
to trading on the main market of the London Stock Exchange. It is expected that admission to the Official List
will become effective and that unconditional dealings in the Ordinary Shares will commence on 22 November
2000. All dealings in Ordinary Shares prior to the commencement of unconditional dealings will be at the sole
risk of the parties concerned. No application is currently intended to be made for the Ordinary Shares to be
admitted to listing or dealt with on any other exchange.

Credir Suisse First Boston and UBS Warburg are acting for easy]Jet plc and no other person in connection with
the Global Offering and will not be responsible to any person (whether or not a recipient of this document)
other than easy]Jet plc for providing the protections afforded to customers of Credit Suisse First Boston and
UBS Warburg respectively or for providing advice in relation to the Global Offering. If you are in any doubt
about the contents of this document, you should consult a person authorise : ' '
1986 who specialises in advising on the acquisition of shares and other seciritles:

risks and other factors that should be considered in connection with an iW&thdRT NG
Shares, see “Risk Factors™ in Part V of this document on pages 60 to 74.
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(Incorporated and registered in England and Wales under the Companies Acl 1703 wiu registerea no. 5553043,

Global Offering of 63,000,000 New Ordinary Shares of 25p each at a price
of 310 pence per share payable in full on acceptance
Joint Bookrunners

Credit Suisse First Boston UBS Warburg
Co-lead Managers

Merrill Lynch International Schroder Salomon Smith Barney

Share capital immediately following the Global Offering
{assuming no exercise of the Over-allotment Option)
Authorised Issued and fully paid

Amount Number Amount Number
£100,000,000 400,000,000 Ordinary Shares of 25p each £62,634,201 250,536,804

The New Ordinary Shares now being placed will, on Admission, rank pari passu in all respects with all other
Ordinary Shares of the Company, and will rank in full for all dividends and other distributions thereafter
declared, made or paid in respect of Ordinary Shares. In connection with the Global Offering, the Company
has granted to Credit Suisse First Boston and UBS Warburg an option, exercisable for 30 days after Admission,
to acquire up to an aggregate of 9,450,000 New Ordinary Shares at the Global Offering Price to cover over-
allotments, if any, made in connection with the Global Offering and to cover short positions resulting from
stabilisation transactions.
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A copy of this document, which comprises listing particulars relating to easyJet plc in accordance with the

listing rules made under section 142 of the Financial Services Act 1986, has been delivered to the Registrar of
(A Trommcy) Companies in England and Wales for registration in accordance with section 149 of that Act.

Application has been made to the UK Listing Authority for the whole of the share capital of easyJet plc

o 4 ot represented by Ordinary Shares, issued and to be issued, to be_admitted to the Official List. Application has

j ~27 also been made to the London Stock Exchange for the whole of the share capital of easy]Jet plc to be admirtted

V. HBim-PeTERset trading on the main market of the London Stock Exchange. It is expected that admission to the Official List

(nToanc,)  will become effective and that unconditional dealings in the Ordinary Shares will commence on 22 November

‘ 2000. All dealings in Ordinary Shares prior to the commencement of unconditional dealings will be at the sole

¢ \r{ (,\)/V(i,‘ risk of the parties concerned. No application is currently intended to be made for the Ordinary Shares to be

m coopep admitted to listing or dealt with on any other exchange.

C amormey) Credit Suisse First Boston and UBS Warburg are acting for easyJet plc and no other person in connection with

the Global Offering and will not be responsible to any person (whether or not a recipient of this document)

) other than easyJet plc for providing the protections afforded to customers of Credit Suisse First Boston and

Q ({Q(Ud‘c UBS Warburg respectively or for providing advice in relation to the Global Offering. If you are in any doubt

~ about the contents of this document, you should consult a person authorised under the Financial Services Act

1986 who specialises in advising on the acquisition of shares and other securities. For a discussion of certain

risks and other factors that should be considered in connection with an investment in the New Ordinary
Shares, see “Risk Factors” in Part V of this document on pages 60 to 74.
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Share capital immediately following the Global Offering

(assuming no exercise of the Over-allotment Option)

Authorised Issued and fully paid
Amount Number Amount Number
£100,000,000 400,000,000 Ordinary Shares of 25p each £62,634,201 250,536,804

The New Ordinary Shares now being placed will, on Admission, rank pari passu in all respects with all other
Ordinary Shares of the Company, and will rank in full for all dividends and other distributions thereafter
declared, made or paid in respect of Ordinary Shares. In connection with the Global Offering, the Company
has granted to Credit Suisse First Boston and UBS Warburg an option, exercisable for 30 days after Admission,
to acquire up to an aggregate of 9,450,000 New Ordinary Shares at the Global Offering Price to cover over-
allotments, if any, made in connection with the Global Offering and to cover short positions resulting from
stabilisation transactions.




No action has been taken or will be taken in any jurisdiction by the Company, Credit Suisse First Boston or
UBS Warburg which would permit an offer or sale of Ordinary Shares in any jurisdiction where action for that
purpose is required, other than in the UK, nor has any such action been taken with respect to the possession or
distribution of this document other than in the UK.

Persons outside the UK into whose possession this document comes are required by easyJet plc, Credit Suisse
First Boston and UBS Warburg to inform themselves about and to observe any restriction as to the offer or sale
of New Ordinary Shares and the distribution of this document. In particular, the New Ordinary Shares have
not been and will not be registered under the US Securities Act of 1933, as amended (“the US Securities Act”),
or with any securities regulatory authority of any state or other political subdivision of the US and,
accordingly, may not, directly or indirectly, be placed or sold within the US or to, or for the account or benefit
of, US persons except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the US Securities Act and in conformance with any applicable laws of any state or other
political subdivision of the US, The Underwriters may arrange for the New Ordinary Shares to be placed and
sold within the US only to qualified institutional buyers {“QIBs”} as defined in Rule 144A under the US
Securities Act in reliance on exemptions from the registration requirements of the US Securities Act. The New
QOrdinary Shares are being placed and sold outside the US in accordance with Regulation § under the US
Securities Act. Prospective purchasers of New Ordinary Shares in the US are hereby notified that the seller of
the New Ordinary Shares may be relying on the exemption from the provisions of Section 5 of the US
Securities Act provided by Rule 144A. New Ordinary Shares are not transferable except in accordance with
restrictions described in Part II of this document, and each purchaser of New Ordinary Shares will be deemed
to have made certain representations and agreements as described therein. In addition, the relevant clearances
have not been, and will not be, obtained from the securities commission of any province or territory of Canada
and no prospectus in relation to the New Ordinary Shares has been, or will be, lodged with, or registered by,
the Australian Securities and Investments Commission, nor has this document been prepared to comply with
the laws of Japan or the Republic of Ireland. Accordingly, subject to certain exceptions, the New Ordinary
Shares may not be, directly or indirectly, placed or sold within Canada, Australia, Japan or the Republic of
Ireland. This document does not constitute an offer of, or the solicitation of an offer to subscribe or buy, any
of the New Ordinary Shares offered hereby to any person in any jurisdiction to whom it is unlawful to make
such an offer or solicitation in such jurisdiction.

In purchasing New Ordinary Shares pursuant to the Global Offering, a purchaser will be deemed to confirm
that he is not relying on any information or representation in relation to or affecting the Group or the Global
Offering other than information and representations contained in this document, and accordingly agrees that
no person responsible for this document, or any part thereof, shall have any liability for any information or
representation not in this document.

No person is authorised in connection with any offer made hereby to give any information or to make any
representation other than as contained in this document and, if given or made, such information or
representation must not be relied upon as having been authorised by the Company or any other member of the
Group, Credit Suisse First Boston or UBS Warburg. :

The contents of this document are not to be construed as legal, business or tax advice. Each prospective
purchaser should consult, his, her or its own solicitor, independent adviser or tax adviser for legal, financial or
tax advice.

The New Ordinary Shares placed hereby have not been recommended by any US Federal or state securities
commission or any non-US securities commission or any regulatory authority. Furthermore, the foregoing
authorities have not confirmed the accuracy or determined the adequacy of this document. Any representation
to the contrary is a criminal offence.

In connection with the Global Offering, one of Credit Suisse First Boston and UBS Warburg, on behalf of the
Underwriters, may over-allot or effect transactions which stabilise or maintain the market price of the New
Ordinary Shares at levels above those which might prevail in the open market. Such transactions may be
effected on the London Stock Exchange, in the over-the-counter market or otherwise. Such stabilising, if
commenced, may be discontinued at any time.




NOTICE TO NEW HAMPSHIRE RESIDENTS

Neither the fact that a registration statement or an application for a licence has been filed under Chapter
421-B of the New Hampshire Revised Statutes with the State of New Hampshire nor the fact that a security is
effectively registered or a person is licensed in the state of New Hampshire constitutes a finding by the
Secretary of State of New Hampshire that any document filed under RSA 421-B is true, complete and not
misleading. Neither any such fact nor the fact that an exemption is available for a security or a transaction
means that the Secretary of State of New Hampshire has passed in any way upon the merits of, qualifications
of, or recommended or given approval to, any person, security or transaction. It is unlawful to make or cause
to be made to any prospective purchaser, customer or client any representation inconsistent with the
provisions of this paragraph.

AVAILABLE INFORMATION

For so long as any of the New Ordinary Shares are “restricted securities” within the meaning of Rule 144(a)(3)
under the US Securities Act, easyJet plc will, during any period in which it is not subject to Section 13 or 15(d)
under the US Securities Exchange Act of 1934, as amended (the “US Exchange Act™), nor exempt from
reporting under the US Exchange Act pursuant to Rule 12g3-2(b) thereunder, make available to any holder or
beneficial owner of an Ordinary Share, or to any prospective purchaser of an Ordinary Share designated by
such holder or beneficial owner, the information specified in, and meeting the requirements of, Rule
144A(d}(4) under the US Securities Act,

ENFORCEABILITY OF CIVIL LIABILITIES

easyJet plc is a public limited company organised under the laws of England and Wales. The majority of the
Directors and the executive officers of easyJet plc and its subsidiaries are non-residents of the US and the
majority of the assets of easyJet plc and such persons are located outside the US. As a result, it may not be
possible for investors to effect service of process within the US upon easy]et plc, the Directors or the executive
officers or to enforce against any of them judgments of US courts predicated upon the civil liability provisions
of the US federal securities laws. There is also doubt as to the enforceability in England and Wales, in original
actions or in actions for the enforcement of judgments of US coutts, of the civil liability provisions of the US
federal securities laws.

FORWARD-LOOKING STATEMENTS

This document includes “forward-looking statements” as described in US Private Securities Litigation Reform
Act of 1995. These statements relate to, among other things, analyses and other information that are based on
forecasts of future results and estimates of amounts not yet determinable. These statements also relate to the
Group’s future prospects, development and business strategies. These forward-looking statements are
identified by their use of terms and phrases such as “anticipate”, “believe”, “could”, “estimate”, “expect”,
“intend”, “may”, “plan”, “predict”, “project”, “will” or the negative of those or other variations, or
comparable expressions, including references to assumptions. These statements are contained in sections
entitled “Business of easyJet”, “Financial information, current trading and prospects”, “Risk factors” and
other sections of this document. The forward-looking statements in this document are based on current
expectations and are subject to risks and uncertainties that could cause actual results and outcomes to differ
materially from those expressed or implied by those statements, The risks and uncertainties include but are not
limited to the Group’s ability to develop and maintain economically attractive services, attract and retain
customers, attract and retain adequately skilled employees, effectively manage rapid growth and evolve its
business to gain advantages in a competitive environment, as well as other risks, including those described in
“Risk factors”. If one or more of these risks or uncertainties materialises, or if underlying assumptions prove
incorrect, then the Group’s actual results, financial condition, prospects, development and business strategies
may vary materially from those expected, estimated or projected. Given these uncertainties, potential investors
should not rely on forward-looking statements. easyJet plc undertakes no obligation to update forward-
looking statements or risk factors other than as required by applicable law or regulations (including the Listing
Rules of the UK Listing Authority}, whether as a result of new information, future events or otherwise.
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Global Offering statistics

Global Offering Price 310p
Number of New Ordinary Shares being placed'®’ 63,000,000
Percentage of the enlarged issued Ordinary Share capital being placed'” 25.1 per cent
Number of New Ordinary Shares subject to the Over-allotment Option'?’ 9,450,000
Number of Ordinary Shares in issue following the Global Offering!'" ¢ 250,536,804
Market capitalisation of easyJet plc!'» %) £776.7 million
Proceeds of the Global Offering receivable by casyJet plc'! £183 million

Expected timetable!¥

Announcement of the Global Offering Price and allocation 15 November 2000
Listing Particulars containing the Global Offering Price published 15 November 2000
Conditional dealings in Ordinary Shares commence'®’ 8.00 am on 15 November 2000

Admission and unconditional dealings in Ordinary Shares commence on
the London Stock Exchange and New Ordinary Shares sold in
the Global Offering are credited to CREST accounts 8.00 am on 22 November 2000

Despatch of definitive share certificates (where applicable) 22 November 2000

{1} Assumes the Over-allotment Option is not exercised.
{2} This figure is 15 per cent of the number of New Ordinary Shares in the Global Offering. The Over-allotment Option will be satisfied
by the issue by the Company of New Ordinary Shares.

(3)  This figure includes the maximum number of Ordinary Shares to which employees could be entitled under the Share Bonus Scheme
and the Share Gift. Throughout this document, references to the issued share capital of the Company immediately following the
Global Offering and to percentage shareholdings immediately following the Global Offering assume that such maximum number of
Ordinary Shares have been issued.

(4} Each of the times and dates in this timetable is subject to change.

{5) It should be noted that if Adniission does not occur, all conditional dealings will be of no effect and any such dealings will be at the
sole risk of those concerned.




Key information

The following information is derived from the full text of this document. Prospective investors should read the
whole of this document and not vely exclusively on the summary information provided below.

BUSINESS

easyJet plc operates one of Europe’s leading low-fare scheduled passenger airline businesses. Through its
operating companies, easyJet Airline Company Limited and easyJet Switzerland S.A., easyJet provides high
frequency services on short-haul and medium-haul point-to-point routes within Europe from its three airport
bases at London Luton, Liverpool and Geneva. easyJet offers a simple, “no frills” service aimed generally at
both the leisure and business travel markets at fares which are on average significantly below those offered by
traditional full-service, or “multi-product”, airlines.

easyJet has experienced substantial year-on-vear growth since its first flight in November 1993, After its first
twelve months, easyJet had sold approximately 485,000 seats and had established a network of six routes
using four Boeing 737 aircraft. During the year ended 30 September 2000, easyJet flew 5.6 million passengers
generating profits before tax of £22.1 million. As at 30 September 2000, easyJet operated on 28 routes with a
core fleet of 18 modern Boeing 737 aircraft plus one aircraft operating under a wet lease. easyJet seeks to
continue to grow its business whilst maintaining profitability by combining value-for-money fares with
sustainable lower operating costs.

easy]Jet is considered by the Directors to be a “high utilisation, no frills, low-cost” operator. easyJet operates a
young fleet with an average aircraft age of just under five years at 30 September 2000, and flies from its bases
mostly to the primary airports at its destinations. Unit costs are minimised through high aircraft utilisation,
simplified business processes and the extensive use of information technology. Travel agents’ commissions are
eliminated by easy]Jet selling all seats directly to the public over the internet (in the month of September 2000
approximately 78 per cent of easyJet’s initial seat sales were made via the internet) or through easyJet’s own
call centre or airport sales desks.

easyfet has entered into a purchase agreement with Boeing for 32 new “next generation” 737-700 aircraft, the
first of which was delivered on 13 October 2000 and the remainder of which are due to be delivered over the
period up to May 2004. Taking account of the aircraft which are expected to be retired during this period, the
Directors expect that the size of easyJet’s fleet will have increased to 44 aircraft with an average age of under
three years by May 2004, This equates to an average annual increase of approximately 25 per cent in available
seats during the delivery period.

easyJet’s growth has been fuelled by the acceptance of low-fare scheduled airline services in Europe over the
last five years. The expansion of the Furopean low-fare sector has been faster than the overall growth in the
Furopean passenger market, stimulated in part by easyJet’s own product offerings and marketing efforts.
easyJet believes that the growth in Europe’s low-fare sector reflects both previously untapped demand and a
shift in market share from the established national flag carriers and charter airlines. The Directors anticipate
that growth in the low-fare sector will continue for the foreseeable future.

STRATEGY

easyfet’s strategy and business model are based on six key strengths that the Company believes support
competitiveness, scalability and sustainable growth:

» Simple fare structure — easyJet only offers a single fare at any one time for a specific flight. easyJet’s
pricing strategy is to offer value-for-money fares, although not necessarily the lowest fares for any given
route. This fare generally increases in line with demand towards the date of the flight,

»  Low unit costs — easyJet keeps unit costs low by maintaining high aircraft utilisation, eliminating all sales
intermediaries between the customer and easyJet (other than at some airport sales desks), focusing on
internet sales, eliminating unnecessary service frills, operating a fleet of similar aircraft and establishing
long-term agreements with many key suppliers.

»  Strong branding — easyJet has established a strong brand in its key European markets, being the UK, the
Netherlands and Switzerland.




Key information

»  Commitment to customer service — safety is easyJet’s first priority. easyJet also aims to provide a service
consistent with its image: professional, friendly and informal.

> Multi-base network — easyJet’s network strategy 1s to provide dense point-to-point services on routes
within Europe. The Company believes that this strategy provides significant benefits, including reduced
dependence on a single “hub” and the creation of local competitive advantages as a result of the size of
easyJet at its bases and the frequency of its flights.

»  Strong corporate culture — easylet has a strong and coherent corporate cuiture, internally known as the
“orange culture”, which the Company believes helps substantially to motivate employees to implement
easyJet’s strategies.

CURRENT TRADING AND PROSPECTS

Since 30 September 2000, sales have been lower than in previous weeks because of the seasonal nature of
easyJet’s business in line with the Directors’ expectations (see “Management’s Discussion and Analysis of
Fmancial Condition and Results of Operations — Seasonality” in Part II of this document). However, load
factors and yields for this period are both higher than those experienced during the same period last year. The
Directors view the future prospects of easyJet with confidence and believe thar the Group is well placed to
continue to develop its business in line with its strategy (see “Business of easyJet — Strategy™).

THE GLOBAL OFFERING

Under the Global Offering, the New Ordinary Shares will be offered and issued to institutional investors in the
UK and elsewhere,

The Global Offering will comprise an issue of 63,000,000 New Ordinary Shares by the Company. All New
Ordinary Shares being offered will be issued and offered at the Global Offering Price, which has been
determined by the Joint Bookrunners following consultation with the Company.

In connection with the Global Offering, the Company will grant to the Joint Bookrunners an Over-ailotment
Option under which the Company will issue to the Joint Bookrunners up to 9,450,000 New Ordinary Shares,
being up to 15 per cent of the number of New Ordinary Shares comprised in the Global Offering, at the Global
Offering Price, for the purposes of, amongst other things, meeting over-allotments in connection with the
Global Offering and to cover short positions resulting from stabilisation transactions.

Admission is expected to take place and unconditional dealings in the Ordinary Shares are expected to
commence on the London Stock Exchange at 8.00 am on 22 November 2000. This time and date may be
changed.

easyJet Holdings Limited, a company controlled by Stelios Haji-Toannou, will own approximately 75 per cent
of the Company after Admission, assuming no exercise of the Over-allotment Option. Stelios Haji-Ioannon
and the other Directors have, subject to certain exceptions, agreed not to sell their Ordinary Shares and shares
in easyJet Holdings Limited for a period of 12 months from Admission (or, if later, the publication of the
accounts of the Company for the year ended 30 September 2001). In addition, the shareholders in easyJet
Holdings Limited have, subject to certain exceptions, given similar undertakings in respect of their shares in
easyJet Holdings Limited.

Up to 949,884 New Ordinary Shares will be issued to employees on Admission under the Share Bonus Scheme
and the Share Gift. In addition, employees, former employees and Directors shall have options over
28,481,073 Ordinary Shares of which options over 9,584,997 Ordinary Shares will vest on Admission. The
holders of these options and Ordinary Shares have agreed not to sell any of these shares (other than to meet tax
and NIC liabilities and to satisfy the exercise price) for a period of two years from Admission. The Company
intends to appoint a further independent non-executive Director. If it appoints such a director prior to
Admission, he will be given the same number of options as each of the existing independent non-executive
Directors, namely options over 12,992 shares.

In addition, easyJet Holdings Limited will give up to 10,000 Ordinary Shares-on Admission to employees who
were employed at the time of the first flight and to certain key suppliers.




Key information

REASONS FOR THE GLOBAL OFFERING AND USE OF PROCEEDS

The Company is undertaking the Global Offering in order to help fund its planned new aircraft purchases and
to reward and incentivise employees with shares and share options in a public company. Assuming no exercise
of the Over-allotment Option, the Global Offering will raise approximately £183 million, net of underwriting
fees and expenses, for the Company. Approximately £163 million of these net proceeds will be used to finance
in part the purchase of the new aircraft described in “Business of easyJet — Fleet” and the remaining net
proceeds will be used for working capital.

RISK FACTORS

An investment in the Company’s shares is subject to a number of risks. Prior to investing in the New Ordinary
Shares, prospective investors should consider, together with the other information contained in this document,
the risks described in Part V of this document.
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INTRODUCTION

easyJet plc operates one of Europe’s leading low-fare scheduled passenger airline businesses (“easyJet” or the
“airline”). Through its operating companies, easyJet Airline Company Limited (“easyJet UK”) and easyJet
Switzerland S.A. (“easyJet Switzerland™), easyJet provides high frequency services on short-haul and medium-
haul point-to-point routes within Europe from its three airport bases at London Luton, Liverpool and Geneva.
easyJet offers a simple, “no frills” service aimed generally at both the leisure and business travel markets at
fares which are on average significantly below those offered by traditional full-service, or “multi-product”
airlines.

easyJet has experienced substantial year-on-year growth since its first flight in November 1995. After its first
twelve months, easyJet had sold approximately 485,000 seats and had established a network of six routes
using four Boeing 737 aircraft. During the year ended 30 September 2000, easy]Jet flew 5.6 million passengers
generating profits before tax of £22.1 million. As at 30 September 2000, easyJet operated on 28 routes with a
core fleet of 18 modern Boeing 737 aircraft plus one aircraft operating under a wet lease. easyJet seeks to
continue to grow its business whilst maintaining profitability by combining value-for-money fares with
sustainable lower operating costs.

easy]et is considered by the Directors to be a “high utilisation, no frills, low-cost™ operator. easy]Jet operates a
young fleet with an average aircraft age of just under five years at 30 September 2000, and flies from its bases
mostly to the primary airports at its destinations. Unit costs are minimised through high aircraft utilisation,
simplified business processes and the extensive use of information technology. Travel agents’ commissions are
eliminated by easyJet selling all seats directly to the public over the internet (in the month of September 2000
approximately 78 per cent of easy]Jet’s initial seat sales were being made via the internet) or through easyJet’s
own call centre or airport sales desks.

easyJet has entered into a purchase agreement with Boeing for 32 new “next generation” 737-700 aircraft, the
first of which was delivered on 13 October 2000 and the remainder of which are due to be delivered over the
period up to May 2004, Taking account of the aircraft which are expected to be retired during this period, the
Directors expect that the size of easyJet’s fleet will have increased to 44 aircraft, with an average age of under
three years, by May 2004. This equates to an annual average increase of approximately 25 per cent in
available seats during the delivery period.

easyJet’s growth has been fuelled by the acceptance of low-fare scheduled airline services in Europe over the
last five years. The expansion of the European low-fare sector has been faster than the overall growth in the
European passenger market, stimulated in part by easyJet’s own product offerings and marketing efforts.
easyJet believes that the growth in Europe’s low-fare sector reflects both previously untapped demand and a
shift in market share from the established national flag carriers and charter airlines. The Directors anticipate
that growth in the low-fare sector will continue for the foreseeable future.

HISTORY

easyJet UK was incorporated in March 1995 to offer the European market a low-fare, no frills, point-to-point
scheduled air passenger service. This business model was similar to the successful US carrier, Southwest
Airlines.

London Luton Airport was selected as easyJet’s first base because of its proximity to the London catchment
area and its substantial available capacity. easyJet’s first flights, from London Luton to Glasgow and
Edinburgh, commenced in November 1995. easyJet’s first international route, between London Luton and
Amsterdam, was inaugurated in April 1996. As at 30 September 2000, the number of destinations served from
London Luton had increased by four domestic routes and eight international routes, to a total of 15.

In 1997, easyJet started flights from Liverpool to serve the sizeable northwest England and north Wales
catchment area, commencing services to Nice and Amsterdam in October of that year. As at 30 September
2000 the number of destinations served from Liverpool had increased by two domestic routes and five
international routes, to a total of nine.

In September 1997, easyJet placed the airline’s first order for new aircraft, 12 new Boeing 737-300s. easyJet
took delivery of these aircraft between August 1998 and November 1999,
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In March 1998, easyJet Holdings Limited, at that time the corporate parent of easyJet UK, acquired a 40 per
cent interest in a Swiss charter carrier, TEA Basel AG (“TEA”) for a consideration of three million Swiss
francs. During the course of 1998, TEA commenced scheduled services from Zurich and Geneva to London
Luton under the “easyJet” brand. In April 1999, TEA changed its name to easyJet Switzerland S.A. and moved
its headquarters from Basel to Geneva. In June 1999, easyJet Holdings Limited increased its shareholding in
easyJet Switzerland to 49 per cent and secured an option to acquire the remaining 51 per cent, for an aggregate
consideration of 2.4 million Swiss francs. Scheduled services from Geneva to Amsterdam and Nice
commenced in July 1999, These were the first daily services entirely outside the UK on which easyJet had
implemented its business model. As at 30 September 2000, the number of destinations served from Geneva
had increased by four routes, including a daily flight from Geneva to Barcelona which is operated as a charter
service to satisfy Swiss regulatory requirements.

In April 2000, easyJet completed a corporate reorganisation that resulted in easyJet plc becoming the owner of
the companies through which the easyJet business is conducted, including the 49 per cent interest in, and
option over, the remainder of the shares of, easyJet Switzerland. Prior to the Global Offering, easy]Jet plc and
easyJet UK also entered into an agreement with easyGroup IP Licensing under which certain intellectual
property rights owned by easyJet UK were assigned to easyGroup IP Licensing and then licensed back in
perpetuity for a royalty of £1 per annum, subject to certain conditions (see “Business of easyJet — Intellectual
property”). easyJet UK and easyGroup IP Licensing are both currently controlled by Stelios Haji-loannou.

THE MARKET

The liberalisation of the air transport market within Europe in the 1990°s created the opportunity for the
emergence of the European low-fare passenger airline sector. In 1992, EU member states adopted a final
package of liberalisation measures that, from 1 January 1993, permitted greater access to intra-EU
international routes. In 1995, the European Economic Area Agreement extended these measures to Norway,
Iceland and Liechtenstein. In April 1997, liberalisation was further extended to the domestic routes of EEA
member states, so that any EEA carrier can now provide passenger services on any route within the EEA
without restriction on price or capacity (see “Air transport regulation™ in Part IV of this document).

Airlines operating in the European passenger market fall into the following broad categories:

»  National flag carriers, which generally offer multi-product scheduled services on both intra-European and
intercontinental routes. In the past the majority of these carriers were state-owned and many benefited
from state aid. Many of these carriers have been either essentially fully privatised (e.g. British Airways
and Lufthansa), partly privatised (e.g. Air France and SAS) or are being prepared for privatisation {e.g.
Iberia and Aer Lingus).

»  Regional carriers, which provide multi-product scheduled services on largely intra-European routes using
small jet or turboprop aircraft. Many of these airlines have entered into strategic allignces with national
flag carriers (e.g. Braathens is a member of the KLM/Northwest alliance) or become franchisees of
national flag carriers {e.g. British Regional is a British Airways franchisee and Proteus is an Air France
franchisee).

»  Low-fare scheduled carriers such as easyJet, Ryanair, Go and Buzz, which usually offer lower fares and
operate point-to-point services, Some of these carriers are independently owned (e.g. easyJet and Ryanair)
whilst others have been formed and are owned by naticnal flag carriers (e.g. Go is owned by British
Airways and Buzz is owned by KLM}.

» Charter airlines such as JMC, Monarch and Britannia, which operate primarily on leisure dominated
routes between northern and southern Europe (as well as from Europe to long-haul destinations such as
Florida). The majority of these airlines are owned by major tour operators. Seat sales are primarily
offered as part of a package holiday offered by tour operators rather than on a seat-only basis.

The overall air transport market in Europe is expected to grow substantially in the future. IATA estimates that
the number of international scheduled passengers travelling between countries in Europe will grow from 176
million in 1999 to 215 million in 2003, reflecting an average annual growth rate of 5.1 per cent.

The low-fare segment of the market is expected to grow faster than the overall air transport market. A January
2000 report by Cranfield University in England estimated that low cost airlines carry approximately four per
cent of all the international and domestic passengers within Europe, and projects that this market share is
likely to grow to between 12 per cent and 15 per cent “over the next decade™.
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easyJet believes that this predicted growth in the low-fare segment of the market is attributable to the ability of
low-fare airlines to attract customers who would otherwise have flown on national flag carriers or regional
tull-service carriers, or used other modes of transport, or not travelled at all.

STRATEGY

easyJet’s mission is “to provide our customers with safe, good value, point-to-point air services. To offer a
consistent and reliable product at fares appealing to leisure and business markets on a range of European
routes. To achieve this we will develop our people and establish lasting relationships with our suppliers”.

The Directors believe that easyJet is well positioned for success in a market that shows an increasing
acceptance of low-fare airline travel. easyJet has adopted a business model which it believes is scalable and
capable of supporting the Company’s planned capacity growth. This growth, which will occur as easyJet takes
delivery of the 32 new 737-700 aircraft it has on order with Boeing, equates to an average annual increase of

approximately 25 per cent in available seats in the period from October 2000 to the last scheduled aircraft
delivery in May 2004,

On 6 November 2000 British Airways announced its intention to sell Go, its low cost airline subsidiary.
easyJet intends to take care before deciding whether to investigate the acquisition of Go and any other
corporate acquisition presented to it and will only undertake any such acquisition if the Directors believe that
such acquisition is in the best interests of easyJet.

easyJet’s strategy and business model are based on six key strengths that the Directors believe support
competitiveness, scalability and sustainable growth.

Simple fare structure

easyJet’s pricing strategy is to offer value-for-money fares, although not necessarily the lowest fares for any
given route. Unlike traditional and some low-fare airlines, easyJet offers customers a simple fare structure,
with only a single fare available for sale at any one time for a specific flight. The following features further
enhance simplicity and transparency, for the customer and for easyJet:

»  all prices are based on one-way fares;
» only one class of seat is offered;

»  the basic terms and conditions are the same for all fares, with no complex restrictions such as minimum-
length stays;

»  all bookings can be transferred, subject to availability, from flight to flight for £10 plus any difference in
the fare;

» fares are quickly accessible over easyJet’s website or by phoning the easyJet call centre; and

»  tares generally increase in line with demand as the day of departure approaches, so that the earlier the
sale, the cheaper the fare is likely to be.

In addition, easyJet’s general policy is not to offer refunds, so that “no-shows” generate revenue.

While easyJet’s fares on average are substantially lower than the full fares of traditional full-service carriers,
easyJet’s in-house revenue management system is designed to generate high load factors at profitable average
yields (see “Business of easyJet — Pricing and revenue management”),

Low unit costs

easyJet is able to provide value-for-money fares on a profitable basis by keeping unit costs low. This strategy
does not necessarily mean taking the lowest-cost supply alternative. Rather, easyJet seeks sustainable efficiency
improvements and unit cost savings, principally by:

» maintaining high aircraft utilisation, accomplished mainly by operating a young and reliable fleet,
shortening aircraft turnaround times, extending the flying day, and investing in dedicated line
maintenance and self-handling at London Luton;
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» eliminating all sales intermediaries between the customer and easyJet, other than airport sales desks,
{whether travel agents or other airlines), which means that easyJet does not have to pay commissions or
CRS fees. This also simplifies back-office accounting and reduces staff costs;

» focusing on sales via the internet, which means that sales growth can be more easily accommodated
without incurring significant additional costs;

» adopting a single class, high density aircraft cabin layout offering 149 seats, the maximum permitted for
the Boeing 737-300 and 737-700;

» eliminating unnecessary service frills that, in easyJet’s view, are not highly valued by the customer, such
as complimentary in-flight catering, tickets and dedicated airport lounges;

» using a simple business model, so that easyJet does not, for example, offer passenger connections,
interlining, or freight services;

» operating two similar variants of the Boeing 737 aircraft, thereby reducing training overheads and
increasing operational flexibility; and

» establishing long-term agreements with many key suppliers.

Strong branding

easyJet has established a strong brand in its key European markets (the UK, the Netherlands and Switzerland)
through a high-profile marketing strategy incorporating easily recognisable orange brand images and
distinctive and intrusive advertising and public relations. easyJet invests significantly in print, radio and
outdoor advertising, approximately five per cent of sales in the year ended 30 September 2000, and secks to
associate its brand with low-fares, young aircraft, informal service, the internet and the championing of
consumer interests.

easyJet focuses its advertising on the major catcchment areas which it serves, in order to ensure that exposure is
both intensive and effective. High-visibility use of the slogan “the web’s favourite airline” and the displaying
of the easy]Jet internet address on the exterior of the aircraft are designed to encourage customers to use this
low-cost sales distribution channel. The Company’s Chairman, Stelios Haji-loannou, is often featured in
promotions on a first-name-only basis, to convey a friendly and no-nonsense approach.

The Directors believe that brand awareness has been significantly enhanced by the success of the television
programme “Airline”, an observational documentary about airlines, the last three series of which were on
easyJet and were shown on the UK’s ITV television channel, Airline has alsc been shown in Amsterdam and in
other countries (see “Business of easyJet — Marketing”). Some programmes may show easyfet in an
unflattering light, but the Directors believe that the increased brand awareness and the reinforcement of the
openness of the Company arising from the series outweigh this negative aspect of the programmes,

The Company believes that its marketing, advertising and public relations activities have been very successful
in establishing strong brand awareness. In two of easyJet’s key markets, the UK and French-speaking
Switzerland, studies commissioned by easyJet measured total awareness of the easyJet brand at 80 per cent and
93 per cent in February and October 2000 respectively (see “Business of easyJet — Marketing”).

Commitment to customer service

easyJet’s first and most important service priority is the safety of its customers. This is reflected by the airline’s
internal focus on safety management (see “Business of easyJet — Safety and security”™). easyJet has one of the
youngest fleets of any comparable European short- to medium-haul airline, with an average aircraft age of just
under five years as at 30 September 2000.

easyJet has recognised the importance of customer service by seeking to control key activities that involve
dealing directly with customers. Examples include sales and customer service activities in the call centre,
website design and passenger handling at London Luton. easyJet’s airport staff, cabin crews and flight crews
are selected, trained and encouraged to provide a service consistent with easyJet’s image — professional,
friendly and informal. |
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easyJet’s commitment to customer service has been recognised by easyJet winning Business Traveller
magazine’s “Best No Frills Airline” award in 1999 and “Best Low Cost Airline” award in 2000 and the “Best
low-cost airline” award in the Telegraph Travel Awards 2000 (see “Business of easyJet — Service™).

Multi-base network

easyJet has and is continuing to build a multi-base network that is different from typical “hub and spoke”
operations. “Hubs” are generally designed to generate and capture traffic to and from multiple points through
a central connection point. In contrast, easyJet does not configure routes, set prices or schedule flights in order
to capture or promote connecting traffic. Rather, easyJet’s three existing bases are centres of operations close
to the airline’s major target customer catchment areas, with each base serving many of the same destinations.
The route network, although radiating out from the three bases, is in fact made up of point-to-point services.

easyJet’s network strategy is to build network density, principally by increasing frequency and adding routes
within the existing network. As the volume of services to existing destinations grows, new bases will be created
on a selective basis. An example is Amsterdam, which is currently served from London Luton, Liverpool and
Geneva. The Company intends to increase the number of destinations served from Amsterdam in early 2001.

easyJet’s network model is to provide dense point-to-point services within Europe. The Company believes that
this model provides significant benefits, including reduced dependence on a single “hub” and the creation of
local competitive advantages as a result of the size of easyJet at its bases and the frequency of its flights.

Strong corporate culture

easyJet has a strong and coherent corporate culture which it has associated with its corporate colour, orange,
and which includes an emphasis on the value of all employees. To that end, the employees themselves have
defined a statement of the organisation’s values — the “orange culture”. This statement, encapsulated in the
phrase “everybody makes a difference, orange is the difference”, has been adopted by the Board and reinforced
through an “orange” induction programme given to all new recruits, on-going management development
training and regular staff social events. The Board believes that the Company’s stated “orange” values,
including being “up for it”, “passionate” and “sharp”, help to motivate employees to be productive and to
implement easyJet’s strategies.

The management of the Company is entrusted to a Chief Executive and an executive team with extensive
commercial, operational and financial experience (see “Business of easyJet — Directors, senior management
and employees”). In keeping with the “orange culture”, the Directors encourage employees to contribute to
the management of the business and allow employees to have access to a significant amount of information
which is stored on the Company’s electronic document system.

NETWORK

At 30 September 2000, easyJet operated on 28 routes serving 18 airports, including scheduled services from its
three main bases at London Luton, Liverpool and Geneva to airports in the United Kingdom and continental
Europe. London Luton is the Company’s largest base. It serves 15 destinations and is located approximately
32 miles north of central London. Frequent rail services arrive and depart from a nearby dedicated rail station
(approximately 35-50 minutes from central London by train). Free shuttle buses connect the railway station to
the airport. In addition, there are regular coach and bus services connecting the airport to a wide range of
towns and cities. London Luton serves a catchment area of 13.2 million people within 50 miles of the airport.

easyJet’s base in Liverpool serves nine destinations. The airport serves a catchment area covering much of
north-west England and north Wales, a region with a population of 7.5 million within 50 miles of the airport.

easyJet Switzerland operates from a base in Geneva and serves seven destinations, including four airports in
the UK. Geneva Airport serves a catchment area of an estimated 1.5 million people within a one hour drive of
the airport. ‘

In 2001, easy]et intends to develop Amsterdam as a new base, by increasing the number of destinations served,
adding to the three existing routes other destinations in the easyJet network including Belfast and Nice with
one daily round trip and Edinburgh with a twice daily service.
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The table below sets out easyJet’s route system for summer 2000 and the winter of 2000/1:

Scheduled number of Scheduled number of

Date service weekly one-way weekly one-way
commenced/expected trip flights trip flights
Route to commence (peak summer 2000) (peak winter 2000/1)
Between London Luton and:
Aberdeen ..ooovviiiicinierie e, January 1996 24 26
Amsterdam .....ocoeeriiiniieeninenniien April 1995 66 76
Athens ..ooeovviiicci e July 1998 28 28
Barcelona......cooccenicenirecnniccninscnanns June 1996 58 44
Belfast. ..ovueiere v September 1998 50 62
Edinburgh ..o November 1995 62 76
Glasgow. .o, November 1995 72 88
INVErness .oooreieeeeieiieieieeiccieeaee November 1996 18 14
Madrid .ooverirerr e September 1998 28 24
Malaga coooeeeiieee e October 1999 32 28
NICE. vttt rirreiiiis et srrar i eens June 1996 84 36
Palma voocceeeeics e svrenn e rrenn e December 1997 32 14
Zurich ..o e, November 1998 40 42
Between Liverpool and:
AMSterdam ...oevninmiernniearieeenninin October 1997 38 56
Barcelona.....ovcvvevivevrieecrerennrioneernns January 1999 28 14
Belfast.....oovvircreeecrieecrirereeereraneeraens July 1999 38 76
London Luton ...cccevvveniieeriniennivannnas Qctober 1999 38 42
Madrid ..o September 1999 14 14
Malaga .o July 1999 28 28
NGB uernrmresrnrrsrnnssraeasaeeseeeaaeeaaaeeaaaeens October 1997 18 14
Palma coooeeeeieieeee e March 2000 18 14
Between Geneva and:
Amsterdam ........ocooeiniicenieeeeeene July 1999 28 28
Barcelona ......ocervvervevneneccsnneccneeenne. July 1999 28 14
Liverpool viceiienrcverieeerinnreenonnes January 1999 14 32
London Gatwick .ccevvvcverecieriniveerrenes December 1999 14 14
London Luton.....cveuvmeeecinreneneensnns December 1997 56 66
London Stansted ....cccooveceveineiniivaennne December 1999 14 14
NICE e tieiriterrresrcarrerrrseieranresreranens July 1999 42 28
Between Amsterdam and:
CBelfast. e January 2001 {expected} — 14
Edinburgh .....ccooiniiinnniiiniiiniinenn, January 2001 (expected} — 28
NI January 2001 (expected) —_ 14

+

1,088 {including
TOtal ettt 1,010 56 in Janoary 2001)

easyJet has, and is continuing to build, a multi-base network that is different from typical hub and spoke
operations. The network, although radiating out from its bases, is in fact made up of point-to-point services.
This routing model differs from that followed by most European airlines. In particular, as shown by the
following table, Ryanair and Go have, according to publicly available schedule and fleet data as of 29 October
2000, more dependence on their main hubs with lower average frequencies of flights on each route.

Average no. of Average no. of Average no. of daily
Airline No. of aircraft No. of cities daily departures aircraft/city departures/city
easyJet ...... 19 16 145 1.2 9.1
Ryanair®... 31 39 215 0.8 5.5
GO, 13 21 70 0.6 3.3
Southwest . 334 49 2,547 6.8 52.0
Source: ATI OAG Marker Analysis as ar 29 October 2000
Note:

These figures may change on a seasonal basis. For example, Go travels to additional cities but only at certain times of year.

*The figures for Ryanair are beavily influenced by the frequency on its Stansted/Dublin route which makes an average of between 12 gnd
13 weekday departures in the swmmer and an average of between 10 and 11 weekday departures in the winter.
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easyJet intends to grow its network in four ways:

» it intends to increase the frequency of flights on many existing routes. The aim is to consolidate and
confirm easyJet’s position in each of its current markets, and to maximise the effectiveness of its
marketing spend, The Company believes there is room in the current schedule for higher flight
frequencies. The Company also believes that higher flight frequencies will attract more business travellers,
who tend to book late and therefore pay more;

> it intends to create new links between points already served in the network;

» it will continue to add new destinations from existing bases. This growth is, however, expected to be
limited in the short term to an average of one new destination per year. In order to select new
destinations, multiple evaluation criteria are used, including market characteristics, fit with the existing
network, competition, slot availability and airport costs; and

» It expects in due course to grow selected destinations into new bases, as it intends to do in 2001 with
Amsterdam.

From time to time easyJet may reduce frequencies or withdraw from routes. For example, it may withdraw
from the London Luton to Liverpool route if it becomes commercially unviable because of an increase in
landing fees at Luton.

PRICING AND REVENUE MANAGEMENT

casyJet’s pricing strategy is to offer value-for-money fares, although not necessarily the lowest fares for any
given route or market. easy]et regularly checks its fares against competitors’ to ensure its fares are on average
significantly below those offered by traditional full-service airlines.

easyJet has a simple pricing structure, offering a single fare at any given time for all available seats on a given
flight. Round trip fares are simply the sum of two one-way fares, which may be different if demand on each leg
of the journey is different. All fares have the same basic terms and conditions, including:

»  all purchases must be made by debit or credit card (although cash or cheque may be used if the customer
is purchasing at the airport);

» no cancellations and no refunds (other than cancellations made within 24 hours of a booking or unless
easyJet, in its discretion, decides to pay a refund for inconvenience caused);

» seat purchases can be changed (e.g. the person travelling, the date, the origin or the destination), but only
for a charge of £10 plus any increase in seat fare since the original booking date; .

»  unpaid reservations are not accepted and therefore each booking is a sale; and

» fares available via the internet are £2.50 less (per one-way fare) than those available over the telephone.
To increase simplicity and to reduce costs, for the customer and for the airline, easyjet does not:

»  pay commissions for bookings by travel agents or other airlines;

> offer special discount categories such as frequent flyer or corporate schemes {except for the discount for
booking via the internet}; or

>  impose fare restrictions such as those typically offered by traditional full-service carriers, including having
fares available only for round trip flights, or only for journeys involving a Saturday night stay or a
minimum length of stay.

Generally, fares are increased according to actual and forecast demand as the departure date for the flight
approaches. The earlier the booking, the cheaper the fare is likely to be. Fares for a route are increased up to a
fixed maximum which is considerably higher than the fare first offered. Average fares are intended to be
substantially lower than full-fare tickets offered by traditional full-service airlines on the same or similar
routes. easyJet assures passengers that it will not subsequently sell cheaper fares (other than special
promotions) on the same flight by offering to refund the difference in fares if this occurs.
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easyJet uses promotions on an ad-hoc basis, but generally well in advance of departure, to increase sales on
flights where it is evident that substantial numbers of seats may remain unsold at departure. This is most likely
to occur on flights during periods of low demand such as the winter months. The promotions may be run with
a media partner such as a newspaper or through traditional paid advertising.

The table below shows a sample of the range of fares available on easyJet routes during summer 2000. The
lowest fares, sold well in advance of the departure date, are intended to stimulate demand and the highest are
those available very close to the day of departure. As shown, the range of possible fares can be very broad.

easylet summer fare
range {per one-way

Between London Luton and: fare exclusive of tax}
(£)

20 - 140

7.50-120

30 -210

30 -210

Table ignores one-off promotional fares and excludes the £2.50 discount for booking via the internet.

Revenue management is the tool by which airlines control how many seats are sold at what fare. Generally,
revenue management systems aim to maximise revenue by attempting to fill each available seat at as high a
fare as possible. This is done by avoiding selling all seats at the lowest fares, by increasing fares in response to
demand and by minimising the number of unsold seats. easyJet has its own revenue management system,
customised for its own purposes such that:

» each leg of a journey is managed and priced separately according to the specific demand on that leg as a
result of easyJet not offering round-trip or itinerary fares; and

» the fare structure is simple; easyJet has minimal fare restrictions; it permits customers to change seat
purchases for a £10 fee plus the difference in fare; and it avoids overuse of promotions.

SALES AND DISTRIBUTION

easyJet sells seats via its own website (www.easyJet.com) and through its call centre at London Luton. To a
much lesser extent, it also sells seats via airport sales desks. easyJet believes its prominent use of the slogan
“the web’s favourite airline” and the painting of the website address on each of easyJet’s aircraft encourages
customers to use this low-cost sales channel. In September 2000, the UK Advertising Standards Authority
rejected a complaint by Go that easyJet’s use of the phrase “the web’s favourite airline” was misleading,

Distribution is substantially simplified for easyJet because passengers are not issued tickets. Instead, each
customer receives a confirmation number, either by return e-mail, if the purchase is over the website, by post,
if the purchase is made over the phone or in person, if purchasing at the airport. The passenger simply gives
their name and, if necessary, the confirmation number at check-in. easyJet does not use travel agents or other
airlines to sell its seats. This avoids the need to pay travel agency commissions and CRS fees, which can be a
significant part of an airline’s cost structure.

easyJet made its first internet seat sale in April 1998, and has successfully built up the proportion of its sales
via the internet since then. In the year to 30 September 2000, over 65 per cent of initial sales were made via the
internet. In the month of September 2000, this figure reached 78 per cent which the Directors believe to be one
of the highest percentages for an airline. Changes to these initial sales currently have to be made via the
telephone so that the percentage of seats that are ultimately sold via the internet is lower, for example 71 per
cent in September 2000. The Company intends to develop its website so that changes to initial sales will be
able to be made over the internet during 2001. The Directors believe these levels of ticket sales via the internet
make easyJet one of the UK’s biggest online traders in terms of sales.

easyJet actively promotes the use of the internet by offering a discount of £2.50 on each one-way fare on flights
booked via the internet excluding promotional fares. Furthermore, seat purchases made more than two
months in advance of a flight are only possible via the internet and currently at airport sales desks. Internet
penetration and acceptance of e-commerce does, however, vary from country to country served by easyJet.
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The table below shows the growth in easyJet’s internet initial sales since the commencement of internet sales in
April 1998 by showing internet sales percentages in selected months.

Percentage of initial
sales made via the

Month internet*
0%
4%
13%
9%
March 1999 ...t et et e et 27%
June 1999 .. 32%
September 1999 39%
December 1999 47%
March 2000.............. &60%
June 2000 ........... 73%
78%

September 2000

*Includes sales originally made via the internet, but later amended by phone.

During 2001, the Company aims to increase significantly the annual proportion of initial sales made via the
internet from the average of 65 per cent achieved in the last financial year. The rationale for this is fourfold:

» the internet is easyjet’s lowest cost sales channel;
» the internet offers a very scalable route to market;

» a very high interner sales ratio will mean that no significant increase in multi-lingual telephone sales
agents and related call centre costs will be required to accommodate easyJet’s planned growth; and

»  the goal reinforces easyJet’s branding and positioning as an e-commerce focused airline.

easyJet’s website is designed in-house and is intended to be consistent with the easyJet philosophy: no frills and
easy to use, with an emphasis on speed and efficiency. The website is currently available in English and French.
Availability in other languages and an increase in general functionality to allow, for example, customers to
make changes to previously made seat purchases, is planned for 2001,

easyJet’s call centre is its original sales channel. Based in London Luton, it is staffed seven days a week, 24
hours per day. The centre employs multi-lingual staff to handle calls appropriately, The call centre not only
serves as a sales channel, but also currently handles changes that passengers may wish to make to their seat
purchases, whether the original purchase was made over the phone or via the website. As the proportion of
internet sales increases, and functionality on the website evolves, the role of the call centre will increasingly be
focused on customer service.

MARKETING

easy]Jet has established a strong brand in its key European markets of the UK, the Netherlands and Switzerland
by significant investment (approximately five per cent of sales in the year ended 30 September 2000) in
advertising and by high-profile public relations campaigns. Advertising spend is concentrated on the
catchment areas which easyJet serves in order to ensure that exposure is both intensive and effective. This
approach is closely aligned with the network strategy of developing multiple bases and building frequency in
selected markets.

easyJet’s brand consists principally of its name, generally reproduced in a specific distinctive typeface in white
on an orange background, and its associated website address. Orange is used extensively in advertising, on
aircraft and otherwise as easyJet’s distinctive colour. The Company seeks to associate the brand with the
following values: offering low-fares; operating a young aircraft fleet; offering a professional and informal
service; being closely associated with e-commerce and the internet; and being a consumer champion.
Promotion of the easyJet brand is enhanced by easyJet’s in-house publicity material production capability. The
objective of the Company is that its publicity be “distinctive and intrusive”.

The Company’s Chairman, Stelios Haji-loannou, is often featured in easyJet’s advertising and in its public
relations events, going by his first name only, in order to emphasise the informal, no-nonsense image easyJet
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wishes to project. easyJet promotes itself as a consumer champion by publicising its disputes with other
companies that it believes hinder or prevent low-fare airline competition. Targets to date have included
Swissair {for allegedly blocking easyJet’s application for a licence to fly scheduled services from Geneva to
Barcelona), British Airways (alleging that it subsidises Go in an anti-competitive manner) and Barclays Bank
which through investment funds is the principal shareholder of London Luton Airport (for seeking to raise
easyJet’s airport charges at London Luton). The Company believes that the campaigns reinforce easyJet’s
image as a consumer champion and raise public support for the airline.

easyJet advertises principally through media channels such as print, radio and billboards. easyJet does not
generally use television advertising because television audiences are much larger geographically than easyJet’s
catchment areas, but it does use television as a public relations channel. In particular, easyJet has achieved
significant unsponsored exposure from extensive UK television coverage in the “Airline” documentary
programme, which during its most recent series on the UK’s ITV network achieved average audience figures of
7.5 million, equivalent to 37 per cent of the total UK viewing audience for those programme times. Filming of
a further series started recently.

easyJet conducts regular brand awareness studies using the external research agencies NOP Research Group
{in the UK), MSO Medialab {in Switzerland), Media Planning (in Spain), Research International (in Greece),
NIPO (in the Netherlands) and All Conseils {in France). These studies are conducted in each of the countries to
which easy]Jet flies. The table below shows total awareness of the easyJet brand.

Total brand Total brand

awareness awareness

Month (% of total Month {% of total

{1999) population) (2000) population)

UK s ien e cseian s e s r e se s s Feb 71 Feb 80
France (Alpes-Maritime} ...cccoceivieiiiieeiieeeceecccreererer e oo July 15 Mar 27
SPAIN Liiieiiietiiee ittt v e e et July 11 Apr 9
GIBECE .ot r s s e s nnns s s ane s s anne Sept 33 Apr 38
The Netherlands......covvrvenrvenirnnnsericrricoenrines e Jul 33 Mar 54
Switzerland (French speaking population) .....cocecvvicnciinnne. Jun 41 Oct 93

Switzerland (German speaking population).........ccooeeune..... Jun 19 Oct 45

Source: NOP Research Group (in the UK), MSO Medialab (in Switzerland), Media Planning (in Spain), Research International (in
Greece), NIPO (in the Netherlands) and All Conseils (in France).

The Company believes that these recognition statistics reflect the success of easyJet’s advertising and public
relations strategies.

The success of easyJet’s branding effort was recognised in November 1999, when the UK Business
Superbrands Council selected easyJet as a “Superbrand”. A Superbrand is formally defined as a brand “that
has established the finest reputation in its field and offers customers significant advantages over its
competitors”. Other Superbrands include names such as Coke, Heinz, Manchester United and Virgin, Also, in
October 2000, the magazine Marketing Week awarded easyJet “leisure brand of the year”.

SERVICE

easyJet seeks to provide its customers with a safe, low-cost, good value and reliable service.

easyJet operates an entirely ticketless sales and check-in service. easy]et believes this service is less burdensome
for customers. In addition, the service reduces the costs associated with ticket processing, including personnel
costs, and simplifies administration and control. In addition, there is no seat assignment policy. Instead,
passengers are “‘rewarded” for checking in early because boarding is generally sequenced according to check-in
order. Thus, “early-check-in” customers generally get a better chance of their choice of seat. Seats are not
offered on a standby basis, as easyJet believes standby arrangements unacceptably complicate aircraft
boarding and turnaround.

In-flight service costs are kept to a minimum. Food and drinks are served on board and are paid for by the
passenger. The in-flight catering is provided by third party suppliers.

easyJet seeks to look after its customers attentively and in the event of delays respond to their needs quickly.
This includes offering refunds in certain circumstances, vouchers for food and frequent information as to flight
status. For example, if a delay of greater than four hours occurs, for which easyJet is responsible, easyJet will
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endeavour to take the passenger to his destination as soon as practicable and the passenger’s fare on that leg of
the journey is fully refunded, less the APD.

easyJet has received a number of awards for service. For example:

> it was voted “Best No Frills Airline” and “Best Low Cost Airline” in 1999 and 2000 respectively in the
Business Traveller magazine awards;

» in July 2000 it was voted the fifth best business airline in the world and seventh best [eisure airline in the
world in the Guardian/Observer travel survey based on the views of 17,000 respondents; and

» in October 2000 it was voted “Best low-cost airline” in the Telegraph Travel Awards.

SCHEDULING AND SLOT MANAGEMENT

The Company’s objective is to schedule a sufficient number of flights per day on most routes to be attractive to
both leisure and business travellers. On busy routes such as London Luton — Amsterdam, London Luron -
Glasgow and London Luton - Edinburgh, easyJet offers between five and seven daily flights from Monday to
Friday. Management regularly reviews the need for adjustments in the number and timing of flights on all its
routes. Management expects to mcrease flight frequencies generally as part of its overall growth plans (see
“Business of easyJet - Network”).

easyJet operates from some congested airports, such as Madrid and Gatwick. At these airports, takeoffs and
landings are regulated through the allocation of slots. Slots are allocated in accordance with EC Slot
Regulation and otherwise according to IATA procedures by an airport co-ordinator for no consideration.
Although the EC Slot Regulation provides that 50 per cent of slots becoming available must be reserved for
new entrant carrers, the number of slots becoming available (particularly at peak times) at congested airports
may be negligible. There are, however, mechanisms by which airlines can exchange slots and gasyJet
participates in these mechanisms,

FLEET

As at the date of this document, easyJet’s fleet consisted of 18 Boeing 737-300 aircraft and one Boeing 737-
700 aircraft, all of which easy]Jet either owns or leases. Generally, 10 of the aircraft in the fleet are based at
London Luton, four at Liverpool and four at Geneva with an additional aircraft in rotation in maintenance to
the end of the year.

The Boeing 737 was originally selected by easyJet because it was the aircraft which best matched easyJet’s
requirements in terms of network performance, economics and availability. Boeing claims it has sold more
737s than any other aircraft type, since its introduction in 1967. As at 31 December 1999, approximately
27 per cent of the world’s operating commercial jet aircraft fleet were 737s. The 737-300 model has a proven
track record of reliability in high frequency, short-haul operations like those of easyJet. The 737-300s used by
easyJet meet the latest Chapter 3 noise requirements (see “Environmental regulation” in Part IV of this
document). In addition, the Company believes that there are further benefits to be gained from the popularity
of the 737 type, such as the availability of spare parts and the availability of type-rated flight crew members.
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The following table sets out details of the easy]et fleet as at the date of this document (all aircraft are 737-300s
except for G-EZJA which is a 737-700).

Aircraft Date of manufacture Owned or leased

UK Registered

G-EZYB August 1988 Owned
G-EZYC February 1989 Owned
G-EZYD December 1988 Owned
G-EZYF May 1987 Owned
G-EZYG August 1998 Owned
G-EZYH September 1998 Owned
G-EZYI November 1998 Owned
G-EZY] December 1998 Owned
G-EZYK January 1999 Owned
G-EZYL March 19599 Owned
G-EZYO August 1999 Operating lease
G-EZYP September 1999 Operating lease
G-EZYR October 1999 Operating lease
G-EZYT November 1994 Operating lease
G-EZJA October 2000 Operating lease
Swiss Registered

HB-TIB ..ottt st r s s December 1988 Operating lease
HB-TIT ettt st e July 1599 QOperating lease
HB-TJ ettt ces et es bt sse s November 1999 Operating lease
HB-IIK it June 1999 Operating lease

The wet lease of the aircraft operated at 30 September 2000 has since expired.

Initially, easyJet owned all its aircraft, however the Directors are currently seeking to ensure that easyJet has
between 40 and 60 per cent of the fleet under operating lease, for the following reasons:

»  having the flexibility to lease aircraft allows easy]Jet to take advantage of 100 per cent asset financing; and

»  leasing aircraft reduces easyJet’s residual value exposure on the disposal of aircraft {although it eliminates
any residual value benefit on disposal when the market for second-hand aircraft is buoyant).

Up to March 1999, easyJet financed the majority of its aircraft acquisitions with secured loans. Subsequent
deliveries have been financed through sale and operating leaseback transactions with General Electric Capital
Aviation Services Limited (“GECAS™).

easyJet has entered into an agreement with Boeing to purchase 32 new “next generation” 737-700 aircraft.
The standard list price for each of these aircraft is set out in “Boeing contract” in Part VII of this document.
These prices are subject to substantial confidential price and payment terms concessions granted to the
Company by Boeing. The first of these aircraft was delivered on 13 October 2000 and the rest are due to be
delivered in the period up to May 2004 at an average rate of approximately eight aircraft every 12 months.

Number of planned

Year of delivery 737-700 deliveries
OCE-DIEC 2000 ettt et e e et e et e e s e s e st st aneste et eatestetaneeemeererseeesssssaas 3
200 ettt e ettt s n e r bt ar et e At et 14t b e e e ereearentensnenrasteeteas 6
2002 ettt e bbb e e e et raere e st t et een et eseaseeteeenerereee s 9
2003 et e et a bk e te e e et et oot eeateeaterateteaeteneeeeeeenessres 8
JAT-May Z004 ..ottt et ettt e e et s e b et a e st e et eaes 6

The Company is still considering its options for financing most of the 32 aircraft on order, although it has
committed to finance the three deliveries in October, November and December 2000 through operating leases
with GECAS (see “Management’s Discussion and Analysis of Financial Condition and Results of Operations -
Capital expenditure” in Part III of this document).

easy]ét also holds non-tradeable rights to purchase another 30 Boeing 737-700 aircraft at a list price of
US$41.4 million each subject to an agreed discount. Such prices are subject to certain adjustments for,
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amongst other things, inflation (see “Boeing contract” in Part VII of this document). These purchase rights
lapse in 2007,

The Company currently anticipates that the six oldest aircraft in the fleet will be retired from the fleet in 2002
when they will be sold in the second-hand market or returned to lessors. It is expected that the easyJet fleet will
total 44 aircraft by May 2004. Delivery of the 32 new aircraft ordered from Boeing and the planned
retirements will result in an increase in easyJet’s capacity (as measured in seats} of approximately 25 per cent
per annum over the delivery period of October 2000 to May 2004, easy]et expects the average age of its fleet
to decrease from under five years as at 30 September 2000 to two years in 2002, and then to increase to under
three years in 2004.

The following table shows the historical and expected development of the fleet from 30 September 1997 to
30 September 2004,

Fleet size Fleet size Total fleet Average aircraft
Date 737-300s 737-700s Size Age (years)
30 September 1997 ..., 5 - 5 9.4
30 September 1998 ......ccvevveecrverernennne, 10 — 10 7.7
30 September 1999 .....cociicviiiieceeeenn, 16 — 16 4.1
30 September 2000 ......cccoovvieciirene. 18 — 18 4.6
30 September 2001 (expected) .............. 18 7 25 42
30 September 2002 (expected) .............. 12 17 29 2.0
30 September 2003 (expected) ..o 12 26 38 2.4
30 September 2004 {expected) ...ovvemreee. 12 32 44 3.0

This table assumes that the six oldest 737-300s are retired between 30 September 2001 and 30 September 2002, The figure at 30 September
1998 includes two aircraft of easyjet Switzerland’s. One of these aircraf: flew some sectors for easylet UK during the swmmer of financial
year 1998,

easyJet’s fleet plan has two primary aims:

» to maintain a young fleet in order to support high reliability and high aircraft utilisation. As at
30 September 2000, easyJet had one of the youngest fleets of any comparable European short- to
medium-haul airline; and

»  to achieve maximum commonality within the fleet in order to simplify operations and increase scheduling
flexibility.

The easyJet fleet is configured with a single class seat layout which offers 149 seats, the maximum allowed for
the Boeing 737-300 and 737-700. N

Boeing ceased to manufacture the 737-300 at the end of 1999. As a result, easyJet has decided that for its new
fleet expansion it will purchase new Boeing 737-700s, the successor to the 737-300.

The 737-700 aircraft will offer important commonality with the 737-300:
» Boeing has designed the aircraft to fulfil a similar short-haul use;

»  pilots will be common-rated on both aircraft — that is, subject to a limited “differences” course, they will
be able to fly both aircraft, thereby keeping crew scheduling simple and flexible; and

»  all aircraft in the fleet will have 149 seats and very similar cabin layouts.

Additionally, the 737-700s are expected to be more fuel-efficient on longer sectors and incur lower
maintenance costs than the 737-300 model because they are heavier, the 737-700s will incur higher air
navigation and landing charges. Approximately 23 per cent of parts (by value) will be common between the
two types of aircraft.

There are certain constraints on the interchangeability of the current aircraft in the fleet. First, whilst the
majority of the fleet’s engines have been configured to operate at lower than standard thrust in order to extend
engine life, two of the aircraft in the current fleet, G-EZYB and G-EZYC, have standard rated engines, Only
these aircraft are capable of operating directly from London Luton to Athens with a full payload, although the
remainder could be uprated. The introduction of the 700 series will provide more flexibility on this route.
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Secondly, Swiss aircraft registration conditions require that the four Swiss registered aircraft must be crewed
with pilots holding Swiss licences or pilots with licences validated by the FOCA {the Swiss Federal Office of
Civil Aviation).

easyJet has two spare engines for the 737-300s, one owned and one leased. It intends to acquire additional
spare engines to support the future fleet.

A key aspect of easyJet’s strategy is to reduce unit costs by maintaining high aircraft utilisation rates,
According to CAA statistics, the average daily utilisation achieved by the easyJet Boeing 737-300 fleet in the
12 months to December 1999 was 10.2 block hours. This contrasts with the remainder of the UK fleet of 737-
300s, which, according to the CAA, managed an average daily utilisation of 7.9 block hours during the 12
months to December 1999, During the summer season, 1 April to 30 September 2000, easyJet was able to
increase its utilisation further to an average of, by its own estimates, 12.3 block hours a day.

MAINTENANCE

Under the requirements of their AOCs, easyJet UK and easyJet Switzerland have maintenance and quality
assurance managers that are responsible for ensuring that easyJet and its contracted maintenance suppliers
satisfy technical regulatory requirements.

easyJet does not carry out any maintenance itself but instead has contracted with suppliers with the requisite
JAR 145 approvals, which are the European airline industry standard certifications for aircraft maintenance. It
is a deliberate strategy of easyJet’s to outsource maintenance to organisations with established track records
and expertise in 737 maintenance.

easyJet’s primary airframe maintenance contractor for both the UK and Switzerland is FLS Aerospace (UK)
Limited (“FLSA”), based at London Stansted airport. As at 30 June 2000, the FLSA group supported 23
Boeing 737 operators who collectively flew about 250 Boeing 737 aircraft. These included companies such as
Aer Lingus, KLM and Deutsche BA.

FLSA provides easyJet with the following services: all airframe heavy maintenance (“C checks”), component
overhaul, repair and management, technical services (e.g., technical record upkeep, reliability analysis and
maintenance planning) and various other maintenance support services. Most of these activities are conducted
at FLSA’s London Stansted base.

easyJet’s line maintenance is also conducted through arrangements with FLSA. At London Luton Airport,
where most aircraft are based, line maintenance is provided by easyTech (Registered office: Long Border Road,
Stansted Airport, Stansted, Essex CM24 1RE}, a joint venture between FLSA (holding 75 per cent) and easy]Jet
(holding 25 per cent). easyJet together with FLSA formed easyTech in February 1999 to ensure that line
maintenance personnel working on easyJet’s fleet at London Luton focused exclusively on easyJet’s fleet rather
than on multiple customers, as is typical in the provision of third-party line maintenance. easyjet believes that
easyTech’s exclusivity provides benefits in terms of departure reliability and delay recovery. The JAR
recommend that some aircraft line maintenance be carried out in a hangar. easyJet UK currently leases a
hangar at London Luton Airport, from the airport, for the use of easyTech.

easyTech also provides easyJet’s line maintenance at Liverpool Airport, where easyJet UK has a hangar under
lease. At airports where easyJet aircraft pass through or stay overnight and FLSA does not have its own
qualified maintenance staff, FLSA organises maintenance sub-contractors with the necessary JAR 143
approvals,

The maintenance contract with FLSA is a seven-year contract due to expire in November 2005, The agreement
also includes incentives and penalties to encourage improved service levels. easyJet believes that the length of
the contract is a reflection of its commitment to long-term relationships with major suppliers. Most of the
FLSA services are priced on a fixed charge basis per flying hour or per aircraft. Prices are subject to escalation
clauses with maximum amounts and certain exclusions.

easyJet’s engine overhaul services are provided by Snecma, based in France, a 50 per cent partner in CFM
International, the manufacturer of the engines used on easyJet’s 737s. Management of the engines during
overhaul is provided by Total Engine Support Limited, based in Cardiff. Honeywell provides maintenance on
certain specific aircraft components, including the auxiliary power units, wheels, brakes and tyres.
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SAFETY AND SECURITY

easyJet’s commitment to safety is the top priority of the Company and its management. It is the first agenda
item at Board, executive committee and operations meetings. During its operating history, easy]Jet has not had
a single incident resulting in serious injury to passengers or crew. At the end of October 2000, one of easyJet’s
aircraft suffered a tail scrape incident which resulted in the aircraft requiring repairs. The estimated cost of the
incident is expected to be approximately £300,000 some of which may be recoverable under the Company’s
insurance policies.

easyJet is committed to safe operations, which is manifested in its training procedures, its investment in the
latest aircraft equipment and its adoption of a confidential safety issue reporting system. easyJet has active
flight safety and standards teams which review both internal and external reports and promote a ‘No Blame’
safety culture.

Flight training emphasises accident prevention and covers all aspects of flight operations. The Company
conducts its own flight training in conjunction with CTC Aviation Services Limited, with the approval of the
CAA which regularly audits operations and flight training standards. easyJet purchases time on the Flight
Safety Boeing Training International (“FSBT1”) 737-300 simulator at East Midlands Airport for flight training
purposes. By the middle of 2001, FSBTI plans to have completed a new four-bay flight simulator facility at
London Luton. This will centain both a 737-300 simulator and a 737-700 simulator to which easyJet will
have privileged access.

Aviation security standards are set in the UK by the Department for the Environment, Transport and the
Regions, the CAA and ICAQO. Responsibility for meeting these standards falls on both airlines and airports.

easyJet has a comprehensive quality department which performs audits of flight operations, maintenance,
ground handling and customer services.

The CAA has regularly audited easyJet in accordance with JAR, with no major non-conformities reported.

FUEL

easy]Jet has fuel supply contracts at its bases and other locations. These contracts are generally for two-year
terms. Prices under the contracts generally vary per month, and include a fuel cost component which is based
on average industry rates for jet fuel and a service charge component.

Between mid 1998 and mid 2000 the price of jet fuel on the international spot market almost doubled and
during the financial year 2000 easyJet’s average unit fuel cost in US dollars increased by 69 per cent.

The future availability and cost of jet fuel cannot be predicted with any degree of certainty. Although the
United Kingdom is an cil-producing nation, it is a net importer of jet fuel.

International prices for jet fuel are denominated in US dollars. Therefore, easyJet’s fuel costs are subject not
only to price fluctuations but also to exchange rate risks. easyJet has not entered into any fuel price or currency
hedging agreements. It is the Company’s current policy not to hedge for fuel or currency risks. The Company
expects to review this policy periodically or if circumstances change significantly (see “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Fuel price exposure”
and “— Currency exposure™ in Part Il of this document).

INFORMATION TECHNOLOGY

easyJer makes extensive use of information technology (“IT”) for its operations. Generally easyJet does not
develop IT systems in-house, but instead relies on software produced by third parties. easy]Jet seeks to use high-
quality, off-the-shelf IT products and packaged solutions developed by recognised suppliers.

easyJet’s core operating system is its reservations system, which is licensed from Hewlett Packard, called
OpenRes. It is used by other low-fare airlines such as Ryanair and Buzz. OpenRes enables easy]et to obtain on-
line, real time information on billings, sales, seat purchases and load factors on all of its routes. The system has
supported the sale of seats via the internet since April 1998. casyfet is seeking improvements in the
functionality of its reservation system including through ongoing negotiations with Hewlett Packard. Hewlett
Packard has only been prepared to make available any such improvements at significant extra cost and easy]Jet
is considering alternatives.
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easyJet has developed its own revenue management system in-house, customising functionality to meet
easyJet’s specific needs (see “Business of easyJet — Pricing and revenue management”). easyJet maintains in-
house capability for the system’s ongoing maintenance and development.

Flight operations at easyJet are managed internally by the airline’s network management centre (“NMC”),
Since departure reliability and aircraft urtilisation are key to the success of easyJet’s business model, the IT
system used by NMC, the Airline Information Management System, is vital. This system provides on-line
aircraft and crew scheduling support, crew control and operations control. The system is used by a number of
carriers including Aer Lingus, JMC, Lauda Air, Go and QOlympic Airways.

_easyJet has adopted a paperless office philosophy. To support this philosophy, it uses an electronic document
systemn called “Keyfile”. Incoming hard copies of documents are scanned into, and distributed to addressees
by, the system. Faxes are sent or received completely electronically within the system. Backup arrangements
include duplicate data tapes and the retention of selected legal documents at one of easyJet’s outside law firms.
The system creates a “virtual library” to which employees can have ready access to information. The Directors
believe that the system provides significant benefits for management and administration through information
sharing and accessibility, an important part of the orange culture. The system does, however, give rise to a
number of risks (see “easyJet’s open access policy may give rise to regulatory or legal actions™ in Part V of this
document).

easyJet is in the process of developing a business continnity plan which will enable critical business functions
to continue in the event of disasters or power failures. Currently, easyJet performs nightly backups on all of its
significant information systems and these backups are stored off-site. Backups are tested regularly for
accuracy. In the event of a failure of its reservation system easyJet can establish a backup reservation system
within 24 hours. All key information systems are protected by uninterrupted power supply units which
provide backup power until easyJet’s backup generator comes on-line.

easyJet’s website is maintained by an off-site internet service provider. Website security is at a level which
easyJet believes is acceptable by e-commerce industry standards. Credit card data is not stored on the website
server, but is held at easyJet’s offices at London Luton.

AIRPORT OPERATIONS

easyJet depends on local airport authorities and, generally, third-party ground handling suppliers to support
operations at its airports. Arrangements with airports are typically on the standard terms for the airport,
including prices. At three airports (including London Luton), easyJet has negotiated agreements with prices
specific to easyJet.

Afrer a dispurte on the subject, easyJet UK and London Luten Airport Operations Limited have agreed that the
expiry date of easyJet’s agreement with the airport relating to the provision of airport services at London
- Luton will be in February 2001 (see “easyJet’s relationships with London Luton Airport and Liverpool
Airport™ in Part V of this document and “Litigation” in Part VII of this document}. easyJet has been seeking to
negotiate a new agreement relating to the provision of airport services at London Luton for three years and
continues to do so. Prior to the end of October 2000, the Company received an offer from London Luton
Airport at a price per departing passenger which represented a discount to the tariff of £7.89 proposed by the
airport, but nevertheless a significant increase over the current price. The Company rejected this offer and
proposed an alternative framework for negotiation. This, together with the compromise as to the date of
termination of the current agreement, gave the Company grounds for expecting to be able to reach a mutually
acceptable arrangement with the airport. Recent press statements attributed to London Luton Airport
Operations Limited and a letter received from it in November 2000 suggest that London Luton Airport
Operations Limited considers that the parties are still a long way apart in their negotiations.

easyJet’s current agreement with Liverpool airport contains a provision permitting either party to terminate on
three months’ notice. easyJet has argued that this provision is inconsistent with easyJet’s and Liverpool’s
intention to commit to a long-term relationship as evidenced elsewhere in the agreement and has accordingly
invited Liverpool to agree to a variation striking out this provision. Liverpool has to date declined to agree to
such a variation. Nevertheless, easyJet would seek to resist Liverpool relying on this provision and has been
advised by leading counsel that there are good grounds for so doing. easyJet and Liverpoal Airport have been
discussing a new long-term agreement to replace the existing arrangement for a number of months and have
signed heads of terms, which are subject to contract, under which easyJet has agreed to an increase in its
departure rates per passenger in exchange for a longer term extending to 20 years {see “easyJet’s relationships
with London Luton Airport and Liverpool Airport™ in Part V of this document).
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Ground handling at airports is generally outsourced to local suppliers and is provided according to a standard
IATA handling contract modified to reflect easyJet’s requirements.

Both passenger and aircraft handling at London Luton are carried out by two wholly-owned subsidiaries of
easyJet UK, easy]Jet Services Limited and easyJet Ramp Limited, respectively. These two companies began
handling easyJet flights in March and May 2000, respectively, when they took on the easyJet operations of the
previous supplier, Reed Aviation.

At easyJet’s base in Liverpool, ground handling is sub-contracted to Reed Aviation. At easyJet’s base in
Geneva ground handling is sub-contracted to Jet Aviation however, easyJet Switzerland intends to establish
shortly its own ground handling operation at Geneva.

FACILITIES

The Company’s headquarters are at London Luton and are located in office facilities comprising
approximately 19,500 square feet (with adjoining portacabins of 2,185 square feet), which easyJet UK
occupies under the terms of a lease expiring on 31 December 2008. These facilities contain the Company’s
various executive, finance and operations departments, including the call centre, and are referred to as
“easyLand”.

The Company has also entered into leases this year in respect of office space, sales desk and crew rooms in the
terminal building at London Luton Airport, which will expire in December 2002 and April 2003, respectively.

At Liverpool Airport, easyJet UK occupies a crew room/office on a short-term tenancy agreement which is
terminable on one month’s notice.

Various sales, check-in, baggage and office services are provided under handling agreements with third parties
or directly by the aitports at the following locations: Aberdeen, Amsterdam, Athens, Barcelona, Belfast,
Edinburgh, Geneva, Glasgow, Inverness, Madrid, Malaga, Nice, Palma, Stansted, Zurich and Liverpool.
easyJet Switzerland occupies office space in Geneva under a lease expiring in December 2004.

easyJet UK also occupies hangars at Liverpool and London Luton. The Liverpool hangar is held on a 10 year
lease expiring in December 2009. At London Luton, easyJet UK occupies a hangar by virtue of an implied
tenancy at will essentially on the same terms of a lease which expired in June 2000. easyJet UK is near to
concluding a new lease of the hangar for a term expiring on 31 March 2001, although there is no staturory
right to renew this lease. The early expiry date is linked to easyJet’s negotiations with London Luton Airport
for a new airport access agreement.

AIR TRAFFIC CONTROL

On 3 November 2000 the UK Department of the Environment, Transport and the Regions shortlisted three
consortia for the public-private partnership intended to take a stake in the company which runs the UK’s
en route air traffic control services (National Air Traffic Services (“NATS™)). easy]et, together with other
UK carriers Airtours, Britannia, British Airways, British Midland, JMC, Monarch and Virgin Atlantic, is a
member of one of these consortia, called The Airline Group Limited. This consortium seeks to run NATS on a
“not for commercial return” basis focusing on investment and will aim to provide NATS with the commercial
and project management skills required in order to satisfy a higher operating capacity more quickly and with
lower risk than is currently planned by NATS. The UK Government has announced its desire to appoint the
winning consortium in the spring of 2001. easyJet’s commitment to the consortium is equal to the other
members’ commitments. easyJet’s commitment, if the bid fails, will be limited to its share of the consortium’s
bidding costs and, if the bid proves to be successful, will involve an equity commitment the exact amount of
which is currently the subject of commercial negotiation.

INTELLECTUAL PROPERTY

easy]et places great importance in its trade marks and branding. The word “easyJe
trade mark in most of the major countries in Europe and in the USA. There are al
and registrations in various countries for “easyjet the web’s favourite airline”,
Services” and “easyJet Ramp”. In addition, easy]et, together with Stelios Haji-Ic
trade under the “easy™ name, has built up a reputation and goodwill in its use ¢
“easy” typeset. ' j

easyJet has also built up a large portfolio of domain names around the w
parties from profiting by registering domain names that are confusingly sin
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There are numerous actions under way against parties infringing easyJet’s trademarks, including many against
cybersquatters.

On § November 2000 easyJet UK assigned its intellectual property rights in the easyJet brand and rights in
certain other “easy” intellectual property (which represents substantially all of easyJet’s brand-related
intellectual property) to easyGroup IP Licensing, which like easyJet is currently controlled by Stelios
Haji-loannou, and received a licence back to use the easyJet name (including domain names) and related get
up (see “Brand” in Part VII of this document}. The assignment and licence were part of an easy group-wide
brand consolidation exercise whereby the intellectual property of easyJet and the easy group of companies will
be assigned to easyGroup IP Licensing and licensed back to the appropriate operating companies. The easyJet
licence is for a royalty of £1 per annum and is in perpetuity subject to termination rights including for
unremedied breach of the licence, misuse of branding and insolvency. Under the licence, easyJet is permitted to
use the easyJet brand in connection with its business as an airline with a core activity of passenger transport in
fixed wing aircraft and is also permitted to carry out ancillary and conducive additional activities to the extent
they account for not more than 25 per cent of easyJet’s aggregate revenues. It is restricted in expanding outside
these services, but, in return, easyGroup IP Licensing agrees not to license any other person to use the “easy”
brand in the airline business with a core activity of passenger transport in fixed wing aircraft.

Under the licence, easyGroup IP Licensing takes primary responsibility for applying for trade mark
registration and for enforcing the intellectual property rights of easyJet against third parties. easyJet has
certain rights to pursue third parties or take steps to register trade marks relevant to its business, if easyGroup
IP Licensing does not do so within specified periods.

Stelios Haji-loannou has agreed not to be involved in another airline business with a core activity of passenger
transport in fixed wing aircraft from the date of the licence until the expiry of the period ending three years
after the later of: (a) his ceasing to hold at least five per cent of the share capital of the Company; and (b) his
ceasing to have control of easyGroup IP Licensing or, if earlier, the termination of the brand licence. If the
brand licence terminates for insolvency the three year period shall not apply. This covenant will not prevent
Stelios Haji-Ioannou from being involved in private jet charter or the holding of five per cent in a publicly
quoted airline company provided he has no management role. For this purpose the chartering of private jets
means the chartering of entire jets to an individual or company but not selling seats directly or indirectly to
members of the public and not operating regular scheduled services. The Directors believe this does not
compete with easyJet’s core business.

Similar licensing arrangements are planned for both existing and future businesses in the “easy” group of
companies controlled by Stelios Haji-loannou including easyEverything Limited, easyRentacar Limited,
easyValue Limited, easyMoney Limited and easy.com Limited.

INSURANCE

easyJet carries passenger liability insurance. It insures its aircraft for loss and damage on a broad basis,
including as a result of war and otherwise. easyJet also carries employer liability insurance, insurance for
pilots’ loss of licence and insurance for certain business interruptions resulting from disruptions to the airline’s
fixed-asset operations, Whilst easyJet does not carry comprehensive business interruption insurance, it believes
that its overall insurance coverage is consistent with industry practice.

COMPETITION

The level of competition amongst airlines is high. Airlines compete primarily on routes, fare levels, frequency,
reliability of service, brand recognition, passenger amenities and the availability and convenience of other
passenger services. easyJet’s low-fare business model means that easy]et is strong in many of these areas, but
has chosen not to compete based on passenger services and amenities.

easyJet competes with a number of airlines that currently serve its routes or similar routes. easyJet’s main
competitors are national flag and regional carriers including British Airways, British Midland, Swissair, KLM,
Iberia and Olympic Airways. British Airways (and its franchisees) competes on 22 of the 28 routes that easy]et
serves, however most of its competing flights are operated from London Heathrow, London Gatwick and
Manchester airports.

In the low-fare sector, easyJet competes against Ryanair, Go and, to a lesser extent at present, Buzz and Virgin
Express. In October 2000, Go operated 21 routes from London Stansted, five of which were to easyJet
destinations. As at the start of October 2000 Ryanair operated 44 European routes from Dublin, London
Stansted and Glasgow-Prestwick, competing with easyJet only on ‘the London-Glasgow route where it flies
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nst from different airports at both ends of the route. Buzz and Virgin Express operate 14 and 17 European routes,
respectively, none of which compete directly with easyJet routes. Ryanair has announced that it will increase
its fleet size from 31 in October 2000, to 44 aircraft in 2002.

5 in
ted Ryanair recently publicly expressed an interest in establishing a base at London Luton. This would create
ios significant additional competition for easyJet, which is currently the largest airline operating out of London
get Luron. i
ide ;
vill On 6 November 2000 British Airways announced its intention to sell Go, its low cost airline subsidiary.
Tet easyJet mtends to take care before deciding whether to investigate the acquisition of Go and will only }
for undertake any such acquisition if the Directors believe that such acquisition is in the best interests of easy]Jet. |
[ to There can be no assurance that any new, third party owner of Go will not be able to increase financial support
- in for Go and/or change its strategy to compete more aggressively with easyJet on the same or similar routes.
ent . . . . N
de easyJet also competes with certain charter carriers out of London Luton and Liverpool to leisure destinations.
Y Regulatory barriers to market entry have become lower (see “Business of easyJet — The market”} and others
may seek to enter easyJer’s markets.
rk
a8 In addition to traditional competition among airline companies, the industry faces competition from ground
up and sea transport alternatives through, for example, improvements in high speed rail travel within Europe.
easyJet may also be subject to new forms of competition in the future, such as video teleconferencing and other
methods of electronic communication that may add a new dimension of competition.
er
TS PUBLICITY CAMPAIGNS
%s easyJet often undertakes publicity campaigns, run through the media or via easyJet’s own website, to seek to
ni influence public opinion and to help easyjet to:
ly »  protect itself from what it considers to be anti-competitive or monopolistic behaviour {for example,
s easyJet’s campaign in Switzerland against the Swissair monopoly on the Geneva-Barcelona route);
1o
ot » advocate change to legislation (for example, easyJet’s campaign to reduce APD charges); and
»  protect the consumer from increases in air fares (for example, easyJet’s campaign against Barclays Bank,
of which through investment funds is the principal shareholder in London Luton Airport, to keep charges at
d, London Luton from rising).
The Company believes that such campaigns play an important role in challenging traditional industry
practices, guarding against higher costs and protecting the consumer and the long-term development of the
< low-cost airline sector. In addition, they are instrumental in establishing the brand values assdciated with
) . . . . .
or easyJet and creating a public awareness of easy]et that cannot be achieved with product-related advertising
o alone.
es -
CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS
Trademark licensing agreement
On 5 November 2000 easyJet UK assigned its intellectual property rights in the easy]Jet brand and certain other
4 “casy” intellectual property to easyGroup IP Licensing and received a perpetual licence back for a royalty of
- £1 per annum to use the easyJet rights assigned including the easyJet name (including domain names) and
1t related get up. (See “Business of easyJet — Intellectual property” and “Brand” in Part VII of this document).
The Group has entered into commercial agreements with easyRentacar, easyEverything and easyValue to
F advertise one another’s products and services and to have “hot links” between one another’s websites, These
? agreements are on arm’s length terms.
2t
d Relationship agreement
Following the Global Offering, Stelios Haji-Ioannou, easyJet’s chairman, will continue to exercise majority
n | control over easyJet Holdings Limited, the entity that, following the Global Offering, will hold approximately
t 75 per cent of the Ordinary Shares assuming no exercise of the Over-allotment Option (see “Business of
n easyJet — Principal shareholders”). In compliance with the Company’s Articles of Association Stelios Haji-
s f Ioannou will not be able to participate in any decision of the Board relating to transactions or relationships
B 29
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between him or his associates and the Company {see “Memorandum and Articles of Association — Restrictions
on Directors voting” in Part VII of this document). Furthermore, on 14 November 2000, Stelios Haji-Ioannou,
easyJet Holdings Limited and the Company entered into a relationship agreement which is conditional, and
will come into effect, upon Admission {the “Relationship Agreement”). Under this Relationship Agreement,
Stelios Haji-loannou and easyJet Holdings Limited agree that at all times there will be a majority of
independent directors on the Board and also on any committee of the Board to which significant powers are
delegated. Furthermore, under the Relationship Agreement Stelios Haji-loannou, easyJet Holdings Limited
and the Company agree that all transactions between them or between any of their respective associates will be
on an arm’s length and normal commercial basis (see “Material Contracts™ in Part VII of this document). The
foregoing controls seek to permit the Company to carry on its business independently of Stelios Haji-loannou.

Stelios Haji-Ioannou has agreed not to draw any salary or receive any bonus or options or be reimbursed any
expenses for his services to the Company.

PRINCIPAL SHAREHOLDERS

Until the time immediately prior to the Global Offering, the Company will be a wholly owned subsidiary of
easyfet Holdings Limited. Following the Global Offering, easyJet Holdings Limited will remain the
Company’s controlling shareholder, holding approximately 75 per cent of the Ordinary Shares {assuming no
exercise of the Over-allotment Option).

easyJet Holdings Limited has an authorised and issued share capital of U8$62,396,612 divided into
61,746,612 ordinary shares of US$1 each and 650,000 ordinary “A” shares of US$1 each. The shares in
easyJet Holdings Limited are held by various companies each incorporated in Jersey. The following table sets
out the names of the registered shareholders of easyJet Holdings Limited, the names of the persons on whose
behalf such companies hold the shares on trust {the “Beneficiaries”} and the resulting beneficial interests of the
Beneficiaries, both in terms of number of shares in, and percentage of the total issued share capital of, easyJet
Holdings Limited.

Number of ordinary Percentage of total

shares or ordinary "A" issued share capital of

shares of easylet easylet Holdings

Registered holders of easylet Holdings Heldings Limited in Limited in which

Limited shares Beneficiaries which interested interested

First Island Nominees Limited .......c.vn. Stelios Hap-Toannou 32,084,000 51.42%

George Karageorgiou 8,250 0.02%

First Island Services Limited ................ Polys Haji-Ioannou 14,808,000 23.73%
N Hartley Consultancy

Limited 38,362 0.06%

Pennine Trustees Limited........coeuuviiinnee Clelia Haji-Ioannou 14,808,000 23.73%

First Island Management Limited.......... Ray Webster 650,000" 1.04%

*represents ordinary “A” shares

Nick Hartley is interested in N Hartley Consultancy Limited.

DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
Board

The Board currently comprises five executive directors and six non-executive directors {including the non-
executive chairman). The Company intends to appoint an additional independent Non-Executive Director in
the near future.

Stelios Haji-loannou (Chairman), aged 33

Stelios founded easyJet in 1995. Prior to that, he founded and ran Stelmar Tankers, a shipping company which -

he controls but whose management he has delegated to Stelmar executives. In 1998, he established the easy
group of companies, with the objective of exploiting the “easy” brand for ventures other than easyJet. Such
ventures launched thus far include easyEverything, a chain of internet cafes, and easyRentacar, a budget car
rental business. Stelios is a national of the UK and Cyprus.
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Raymond Douglas Webster (Chief Executive), aged 54

Prior to joining easyJet in March 1996, Ray had 27 years of experience in the airline industry at Air New
Zealand. In his career with Air New Zealand he held various positions within the engineering business unit,
formed their cargo business wnit and had responsibility for marketing, sales and operations within the
Americas market. His last role at Air New Zealand was as General Manager of Strategic Planning, where he
was responsible for the identification, evaluation and implementation of corporate development options,
including the concept development and planning of a start up “value based” (low fare) airline serving short-
haul routes within the Australasian market. Ray is a New Zealand national.

Christopher John Walton (Finance Director), aged 43

Prior to joining easyJet in 1999, Chris had 13 years of experience in the airline industry working in finance and
commercial capacities for Qantas Airways, Air New Zealand and Australian Airlines. Chris’ experience
includes financial planning, shareholder value management, financial reporting and control, monitoring of
business area performance, investment and economic analysis. At various times, his roles in these companies
have included (inter alia) responsibility for commercial matters, strategic planning and the negotiation of
strategic alliances. Chris is an Australian national.

Vilhelm Figil Hahn-Petersen {Operations Director), aged 40

Prior to joining easyJet in September 1999, Vilhelm was employed by FLS Industries for 11 vears. For nine of
those years, he was employed by FLS Aerospace Limited, a UK subsidiary of FLS Industries, involved in the
maintenance, repair and overhaul of commercial jets and their accessories, serving the European airline
market. Vilhelm held a number of business development and operational management positions leading to his
appointment in 1996 as Chief Executive of FLS Aerospace Limited. Vilhelm is a Danish national.

Michael David Cooper {Commercial Director), aged 37

Prior to joining easyJet in May 2000, Mike was employed by ICI and Thomson Travel Group. Mike spent nine
yvears with ICI Paints in a number of roles, including marketing manager (Dulux) and other positions in
marketing, sales and strategic planning. Mike joined Thomson Travel in 1996 where he was Head of Strategic
Planning, before being promoted in 1997 to Managing Director of Portland Direct, the direct selling business
within the Thomson Travel Group. In 1999, he became Director of Digital Travel Group and was heavily
involved in Thomson Travel’s e-commerce strategy and online content. Mike is a UK national

Keith Smith McMann (Airports Director), aged 42

Prior to joining easyJet in May 2000, Keith was employed by BAA plc for four years where he was Head of
Operations at World Duty Free and most recently Retail Director at Scottish Airports which included
mvolvement in airport design and development. Previously Keith managed airport activities for Alders
International and spent seven years with Thorn EMIs retaii division in a variety of planning and operations

roles. Earlier career roles include positions at British Airways and public-sector management consultancy.
Keith is a UK national.

Colin Richard Day (Non-executive Director), aged 45

Colin joined easy]et in September this vear and is also currently chief financial officer for Reckitt Benckiser Plc,
the world’s largest household cleaning products company. Before that Colin was group finance director of
Aegis Ple, Europe’s leading media buying and planning company. Prior to joining Aegis, Colin spent six years
In a number of divisional finance director positions with ABB, latterly as group finance director of ABB
Instrumentation. Much of his earlier career was spent in various finance positions with De La Rue Group.
Colin is also a non-executive director of Bell Group Plc, a security systems company which floated last year,
and was previously a non-executive director of Vero Group. Colin is a UK national.

Amir Eilon (Non-executive Director), aged 52

Amir spent the major part of his career working for investment banks specialising in particular ir !
capital markets. Before joining easyJet in March 1999, Amir was with the Credit Suisse First Bogr
Equity Group where he had joint responsibility for Western Europe within its international e
that, Amir was at Barclays de Zoete Wedd for eight years where he was head of global capital r

also a non-executive director of easy Group (UK) Limited, easyRentacar Limited and easyE-
Amir is a UK national,
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Nicholas Hartley (Non-executive Director), aged 63

Nick acted as a consultant to Stelios Haji-loannou on the business strategy for easyJet prior to its
incorporation. Prior to that, he worked as a consultant on business strategy for Stelmar Tankers and
subsequently became a director of that company. Prior to 1992, he worked at BP for 35 years, where his posts
included Managing Director of BP Southern Africa and Managing Director of BP Shipping. He is also a
non-executive director of easy Group (UK) Limited, easyEverything Limited and easyRentacar Limited.
Nick is a UK national.

Anthony Kim llsley (Non-executive Director), aged 44

Prior to joining easyJet in September this year, Tony worked at Telewest Communications plc where he was
Chief Executive prior to the merger with Flextech plc. Prior to his appointment at Telewest he was president of
Walkers Snack Foods, the UK division of Frito Lay, PepsiCo’s foods subsidiary, having been promoted in 1995
from the position of president of Pepsi-Cola Asia Pacific. Before this, Tony spent four and a half years as Pepsi-
Cola’s President in Japan. From 1984 to 1988 he held various positions in the group’s European soft drinks
operations culminating in responsibility for the then 7-UP European Division. Before joining PepsiCo, Tony
worked for five years at Colgate Palmolive in the United Kingdom, holding various senior marketing roles.
Tony is a UK national.

John Quelch {Non-executive Director), aged 49

John Quelch joined easyJet in November this year. He is Dean of the London Business School and a Professor
at London University. He was previously the Sebastian S. Kresge Professor of Marketing and Co-Chair of the
Marketing Area at Harvard Business School. John serves as a non-executive director of both WPP Group plc, a
large UK marketing services company, and Blue Circle Industries Limited. He is also a non-executive director
of the Graduate Management Admission Council and was a founding non-executive of Reebok International
Limirted. As an academic, author and consultant, John is very active in business and specialises in, amongst
other topics, international marketing, human resource management and general business management in both
emerging and developing markets. John is a UK national.

Senior management
In addition to the Directors, the Company has an experienced and well qualified senior management including:

Mike Keane {Chief Pilot), aged 58

Prior to joining easyJet in 1996, Mike served 20 years with the Royal Air Force and Royal New Zealand Air
Force and then spent 15 years in civil aviation with Orion and Britannia airlines. Starting his RAF career as a
fighter pilot, he progressed to the posts of Deputy Chief Instructor and Squadron Commander at the Advanced
Flying Training School. Mike left the RAF in 1981 to join Orion and later Britannia and has held the post of
. Fleet Manager at both airlines. Mike has continued to be involved in flight training and has been a CAA
examiner for the last 15 years.

Allen Marking (Chief Engineer), aged 55

Prior to joining easyJet in October 1996, Allen was employed by World Airlines. He joined World Airlines as
Chief Engineer and was appointed Chief Operating Officer within four months. He has thirty years experience
in the maintenance and engineering departments of a number of airlines, including British Midland, Gulf Air,
TWA and Air Jamaica. His responsibilities and experience to date include maintenance management, technical
services management, engineering development, and quality assurance and has been the architect of change in
a number of areas.

Clive Just (Head of Information Technology), aged 48

Prior to joining easyJet in October 1995, Clive had 20 years of experience in the computer industry, mostly
working for the UK subsidiaries of leading technology computer manufacturers. He held senior technical
support roles for Prime Computer Inc. and Telxon Inc. Clive then joined Apollo Computer Inc. with positions
in support management, including setting up their Customer Development Centre. It was during this time thar
Apollo was acquired by Hewlett Packard. More recently Clive worked for a small systems consultancy where
he provided consultancy services to easyJet before joining them.
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Empioyees

As at 30 September 2000, easyJet had 1,386 employees excluding Directors. The number of employees
excluding Directors in each of the last three years by category is as follows:

30 September 30 September 30 September

Category of employees* 1998 1999 2000
Call Centre ovvvovieeritieeicevecn e 174 245 240
Pilots and Cabint Crew...........eveecvvrmvcorioeeeeeereos oo 390 493 631
Management and Administration ... eceervorcensr 148 200 245
AQrPOLE OPEIATIONS ..vvvvvuvassevercveeeessssomsense oo — —_ 270
TOTRL e 712 938 1,386

B

This includes easyfet Switzerland employees for all three years.

When easyJet established its own ground-handling arrangements at London Luton, the Company understands
a union recognition agreement existed for some staff who transferred to the Group under the Transfer of
Undertakings (Protection of Employment) Regulations 1981 and under applicable law, easyJet may have to
enter into a union recognition agreement. easyJet has internal works councils that it believes serve many of the
functions and purposes that employeces might seek to have served through unionisation, easyJet believes its
relations with its employees are generally good.

Employment terms and conditions

Employees are primarily based in England and Switzerland. Not all employees are subject to written terms and
conditions, but where they are, the terms and conditions are subject to local law and vary for each category of
employee. For example, cabin crew and flight crew in both countries are entitled to loyalty rewards of between
five per cent and 15 per cent of base salary as well as sector pay, in recognition of the number of flights on
which they work. Staff in the call centre are paid on a commission basis, Some other employees ate eligible to
receive a bonus which is based on personal and company performance. Bonuses are based on 25 per cent of
salary for those carning more than £30,000 and 20 per cent for those earning less than £30,000. Last vear
employees received from 24 per cent to 190 per cent of their bonuses. Apart from bonuses, however, the only
other benefits granted to employees are in respect of pension contributions, and illness and accident insurance
when travelling abroad. Pilots are also entitled to loss of licence insurance and death in service insurance.

Current and proposed share option schemes

The Directors believe that easyjet has benefited significantly from its ability to recruit and retain ﬁigh calibre
employees, and that easy]Jet enjoys a relatively low management staff turnover rate. In order to motivate
and incentivise employees and to reward. the commitment of certain employees to the Company’s business
prior to Admission, the Company in conjunction with the Trustee has operated the casyJet Key Employee
Pre-Flotation Share Option Scheme, the casyJet Switzerland Key Employee Pre-Flotation Share Option
Scheme, the easyJet Share Bonus Scheme and the easyJet Share Gift. With the possible exception of the
Share Gift, no further options over or awards of Ordinary Shares will be granted under these schemes
following Admission.

There are currently 28,481,073 shares subject to options under the Pre-Flotation Share Option Schemes, up to
838,607 shares subject to awards under the Share Gift and shares with a value at the Global Offering Price of
up to £1,460,625 subject to awards under the Share Bonus Scheme. All awards under the Share Bonus Scheme
and up to 478,712 shares under the Share Gift vest on Admission as do options in respect of 9,584,997 shares.

shall be offered 12,992 options each. Save for any shares to be acquired by non-executive directors, all shares
to be acquired by employees on Admission will be issued by the Company to the Trustee which will then
transfer the shares to the relevant participants. Shares acquired on Admission under the Share Gift (totalling
up to 478,712} and Share Bonus Scheme may not be disposed of for a period of 24 months except that sales are
permitted to cover any tax and NIC liabilities arising on acquisition. The remaining shares under the Share
Gift (totalling up to 359,895) vest on the first anniversary of Admission provided the emplovee is still
employed by the Group and may not be disposed of for a period of 12-months following vesting. Shares
acquired under the Pre-Flotation Share Option Schemes may not be disposed of prior to the second
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anniversary of Admission, except that sales are permitted to cover any tax liabilities or (where relevant)
national insurance liabilities arising on the acquisition or the relevant exercise price.

The Company has established three new schemes to grant options over and make awards of Ordinary Shares
following Admission: a discretionary share option scheme which is intended to be Inland Revenue approved, a
non-approved discretionary share option scheme and an all-employee share ownership plan which is intended
to be Inland Revenue approved.

Details of all the schemes identified above are set out in “Share option schemes” in Part VII of this document.

Pensions

easyjet does not operate an occupational pension scheme for the benefit of its employees. Employees of the
Group are able to participate in a group personal pension plan (“GPP”) arranged with Scottish Equitable plc.
The GPP is a collection of individual personal pension contracts entered into by individual employees with
Scottish Equitable plc under an umbrella arrangement with easyJet.

Currently, contributions are payable to the GPP by easy]Jet at the rate of five per cent of base salary in respect
of employees earning less than £30,000 per annum and at the rate of seven per cent of base salary in respect of
those employees earning in excess of £30,000 per annum. Pilot members receive contributions at the rate of
seven per cent of base salary. There are currently approximately 730 members of the GPP. Membership of the
GPP is not open to call centre staff.

In addition, death in service benefits are provided to cabin crew and pilots at the rate of two times and four
times basic salary, respectively, under a separate life assurance scheme.

MANAGEMENT AND FINANCIAL CONTROLS

The Directors consider that the Group’s management and financial controls enable the timely and effective
monitoring and control of the Group’s current operations. The executive Directors are closely involved in the
day-to-day control of the business. The Company believes that the level of formalisation of controls is
consistent with a group the size of easyJet and that these controls are sufficient to manage the demands of
easyJet’s growing business.

Board meetings are normally held monthly and cover the following management reports:
» safety and security;

»  business (operational and commercial performance);

» financial performance; and

» special items.

"The Group’s accounting policies are considered by the Directors to be prudent, in accordance with applicable
accounting standards and appropriate to easyJet’s business.

CORPORATE GOVERNANCE

The Board has established an Audit Committee, a Remuneration Committee and a Nominations Committee.

The Audit Committee members are Colin Day (chairman), Tony Illsley and Amir Eilon. This committee will
meet at least twice a year and has responsibility for, amongst other things, planning and reviewing easyJet’s
annual and other reports and accounts and the involvement of the Group’s auditors in that process, focusing
particularly on compliance with legal requirements and accounting standards. Additionally they are
responsible for compliance with the requirements of the London Stock Exchange and the UK Listing Authority
and seeking to ensure that an effective system of internal financial controls is maintained. The ultimate
responsibility for reviewing and approving the annual and other accounts remains with the Board.

The Directors do not consider that it is currently practical, given the size of the Group, for there to be an
internal audit function. The Audit Committee will periodically review the need for additional procedures,
including internal financial audit, with regard to the scale and geographical spread of the Group as it expands.

The Remuneration Committee members are Tony Illsley (chairman), Colin Day and Nick Hartley. This
committee, which meets at least twice per year, has responsibility for making recommendations to the Board
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on the compensation of senior executives and determining, within agreed terms of reference, the specific
remuneration packages for each of the executive Directors.

The Nominations Committee members are Stelios Haji-loannou plus any two of Amir Eilon, Nick Hartley,
Colin Day and Tony Illsley. This committee is responsible for nominating candidates to fill Board positions
and for making recommendations on Board composition and balance.

The Combined Code, which includes the Principles of Good Governance and Code of Best Practice published
by the Committee on Corporate Governance chaired by Sir Ronald Hampel (the “Combined Code™),
recommends that the board of directors of a UK public company should include a balance of executive and
non-executive directors, with non-executive directors comprising at least one third of the board. The
Combined Code further recommends that a majority of non-executive directors should be independent of
management and free from any business or other relationship that could materially interfere with the exercise
of their independent judgement, and that one non-executive director should be nominated as the senior non-
executive director,

The Company currently has 11 directors, six of whom are non-executive directors (including the chairman
Stelios Haji-Ioannou). Of these six non-executive directors only three, Colin Day, Tony Ilsley and
John Quelch, are regarded by the Company as being independent of management and free from any business
or other relationship that could materially interfere with the exercise of their independent judgement. Each has
options over 12,992 Ordinary Shares, however, the Company considers this will not materially interfere with
the exercise of their independent judgement. The Company is in the process of looking for one additional
independent Non-Executive Director. In compliance with the Company’s Articles of Association, Directors
will not be able to participate in any decision of the Board in which they are interested (see “Memorandum
and Articles of Association — Restrictions on Directors voting” in Part VII of this document). Once the
Company has appointed this additional Non-Executive Director it will also nominate one of the independent
Non-Executive Directors to act as the senior Non-Executive Director. Subject to these matters, the Directors
have adopted the principles of the Combined Code.
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THE GLOBAL OFFERING

The Global Offering, which has been fully underwritten by the Underwriters in accordance with the terms of
the Sponsors’ and Underwriting Agreement, further details of which are set out in “Global Offering
arrangements” in Part VII of this document, comprises 63 million New Ordinary Shares to be issued by the
Company in connection with the Global Offering, representing approximately 25 per cent of the enlarged
issued share capital of the Company following the Global Offering (assuming no exercise of the Over-
allotment Option).

Under the Global Offering, the New Ordinary Shares will be offered and issued to institutional investors in the
UK and elsewhere. Certain restrictions that apply to the distribution of this document and any New Ordinary
Shares in jurisdictions outside the UK are described in “Selling restrictions” in Part VII of this document except
for US selling restrictions which are set forth in this Part II, below.

ALLOCATION AND PRICING

Shares allocated under the Global Offering will be underwritten by the Underwriters as described in
“Underwriting Arrangements” below. Allocations will be determined at rhe discretion of the Joint
Bookrunners and the Company after indications of interest from prospective investors have been received.
All New Ordinary Shares issued pursuant to the Global Offering will be issued at the Global Offering Price.

LIMITATIONS ON OWNERSHIP

The UK/Swiss ASA requires that in order to be designated to operate services berween the UK and Switzerland,
a UK carrier must be majority owned and effectively controlled by UK nationals. The UK/Swiss ASA does not
specify what level of share ownership will confer effective control on a holder or holders of shares. The
Directors are given certain powers under the Company’s Articles of Association to take action to ensure that
the amount of shares held in the Company by nen-UK nationals does not reach a level which could jeopardise
easyJet UK’s entitlement to continue to hold or enjoy the benefit of any authority, permission, licence or
privilege which the Group holds or enjoys and which enables an air service to be operated (each an “Operating
Right”). The Directors will, from time to time, set a “Permitted Maximum® on the number of shares of the
Company which may be owned by non-UK nationals at such level as they believe will comply with the UK/
Swiss ASA and any other ASAs pursuant to which the Group has Operating Rights. This level will initially be
set at 40 per cent (see “Memorandum and Articles of Association” in Part VII of this document}.

The Operating Rights under which easyJet UK operates the vast majority of its routes (all of those between
member states of the FEA) are granted pursuant to the EC Licensing Regulation, the EC Market Access
Regulation and EEA Agreement (see “Air transport regulation” in Part IV of this document). The EC Licensing
Regutation and EEA Agreement require that in order to obtain and retain an operating licence, an EU air
carrier must be majority owned and effectively controlled by EEA nationals (“Qualifying Nationals™). The
limitations on non-UK ownership of the Company’s shares described in the preceding paragraph are more
stringent than those required by the EC Licensing Regulation and EEA Agreement and therefore whilst the
Company complies with such limitations easyJet UK will satisfy the requirement that it is majority owned and
controlled by Qualifying Nationals.

The Company’s Articles of Association allow the Directors to relax the ownership limitations such that, rather
than restrict ownership by non-UK nationals, the limitations will only apply to non-Qualifying Nationals at
such level as the Directors believe will comply with the EC Licensing Regulation and the EEA Agreement.

OVER-ALLOTMENT AND STABILISATION

In connection with the Global Offering, one of the Joint Bookrunners may over-allot New Ordinary Shares.
One of the Joint Bookrunners, as stabilising manager, may also effect other transactions which stabilise,
maintain or otherwise affect the market price of the Ordinary Shares or any options, warrants or rights with
respect to, or interests in, Ordinary Shares or other securities of the Company, in each case at levels which
might not otherwise prevail in the open market, stock exchange or otherwise. Such transactions, if
commenced, may be discontinued at any time.

In connection with the Global Offering, the Company will grant the Joint Bookrunners (on behalf of the
Underwriters) an Qver-allotment Option, pursuant to which the Joint Bookrunners may require the Company
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to issue up to 9,450,000 additional New Ordinary Shares, being up to 15 per cent of the number of New
Ordinary Shares, at the Global Offering Price, for the purposes of meeting over-allotments in connection with
the Global Offering and to cover short positions resulting from stabilisation transactions.

Save as required by law, the Joint Bookrunners do not intend to disclose the extent of any over-allotments and/
or stabilisation transactions under the Global Offering,

UNDERWRITING ARRANGEMENTS

As at the date of this document, the Company, the Directors, easy]et Holdings Limited, the Joint Sponsors and
the Underwriters entered into the Sponsors’ and Underwriting Agreement. Pursuant to the Sponsors’ and
Underwriting Agreement, the Underwriters agree, subject to certain conditions, to procure subscribers (or
failing which to subscribe) for the New Ordinary Shares,

The Sponsors’ and Underwriting Agreement contains a provision entitling the Joint Sponsors or the Joint
Bookrunners (on behalf of the Underwriters) to terminate the Global Offering at any time prior to Admission
in certain circumstances, including if there is any material breach of warranty under the Sponsors’ and
Underwriting Agreement. If this right is exercised, the Global Offering and these arrangements will lapse.

Further details of the terms of the Sponsors’ and Underwriting Agreement are set out in paragraph 9 of Part
VII of this document,

DEALING ARRANGEMENTS

Admission is expected to take place and dealings in the Ordinary Shares are expected to commence on the
London Stock Exchange at 8.00 am on 22 November 2000. It is intended that, where applicable, definitive
share certificates in respect of New Ordinary Shares will be posted by first class post on 22 November 2000 or
as soon thereafter as is practicable.

ORDERLY MARKET ARRANGEMENTS

The Company undertakes to the Joint Bookrunners in the Sponsors’ and Underwriting Agreement that, save
with the prior written consent of the Joint Bookrunners, it will not prior to the date falling 12 months after
Admission, enter into any agreement or arrangement nor do nor permit to be done any act or thing which may
involve any increase in, or obligation (whether contingent or otherwise) to issue, allot or grant options over
any Ordinary Shares or any other securities in the capital of the Company which would require the Company
to issue listing particulars under the Listing Rules, save in respect of (i) a grant of options under the Company’s
Share Option Schemes, in accordance with normal practice; (ii) the exercise of options under the Company’s
Share Option Schemes; (iii) the grant, issue and allotment of shares under the Over-allotment Option granted
to the Joint Bookrunners; or (iv) the issue or allotment of Ordinary Shares or securities convettible into
Ordinary Shares otherwise than for cash in connection with a merger or acquisition provided that in
connection with such transaction the allotees of such shares or securities enter into an agreement agreeing at
least not to sell their shares in the Company before the expiry of the 12 month period after Admission.

easyJet Holdings Limited undertakes to each of the Underwriters and the Company in the Sponsors’ and
Underwriting Agreement that it shall not, save with the prior written consent of the Joint Bookrunners (on
behalf of the Underwriters), prior to the later of (a} the date falling 12 months after Admission and (b) the date
of announcement of the Company’s results for the year ending 30 September 2001, offer, lend, sell or contract
to sell, mortgage, charge, assign, isstte options in respect of, or otherwise dispose of, directly or indirectly, or
announce an offering or sale of, any of the Ordinary Shares owned by it (or any interest therein or in respect
thereof) or enter into any transaction with the same economic effect as, or agree to do, any of the foregoing,
save in respect of {i) the transfer of shares in connection with the disaggregation of all or any shareholdings in
easyJet Holdings Limited provided that the transferees agree to the restriction in this paragraph and the Joint
Bookrunners receive advance notification of the transfer; (ii) the transfer of any Ordinary Shares to First Island
Management Limited upon an event of default by Ray Webster in respect of his loan from UBS to refinance his
acquisition of shares in easyjet Holdings Limited; (iii) the transfer of the 10,000 Ordinary Shares to be given to
initial employees and key suppliers; and (iv) any stock lending entered into by casyJet Holdings Limited with
the Joint Bookrunners.

Each of the Directors will severally undertake to each of the Underwriters and the Company in the Sponsors’
and Underwriting Agreement that he shall not, save with the prior written consent of the Joint Bookrunners
{on behalf of the Underwriters), for a period commencing on the date of the Sponsors’ and Underwriting
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agreement and ending on the later of (a) the date falling 12 months after Admission and (b) the date of
announcement of the Company’s results for the year ending 30 September 2001, dispose of or agree to dispose
of or charge any Ordinary Shares or share options held by them as at the date of Admission or Ordinary Shares
arising on exercise thereof or any interest in any such Ordinary Shares or share options, or any rights arising
from or attached to any such Ordinary Shares or share options, or enter into any transaction of the nature
described in Section 323 of the Act, or enter into any contract for differences, swap, evidence of indebtedness
or other derivatives transaction that changes in value or determines value by reference to Ordinary Shares.

First Island Nominees Limited, First Island Services Limited, Pennine Trustees Limited and First Island
Management Limited, the shareholders in easyJet Holdings Limited, and Clelia Haji-loannou, Polys Haji-
Ioannou, George Karageorgiou and Nick Hartley Consultancy Limited, each holding interests in such
shareholders, will enter into separate lock-up agreements under which each such person will undertake to the
Joint Bookrunners and the Company that, conditional upon Admission, it shall not, save with the prior
written consent of the Joint Bookrunners {on behalf of the Underwriters), for a period commencing on the date
of the relevant lock-up agreement and ending on the later of {a) the date falling 12 months after Admission and
{b) the date of announcement of the Company’s results for the vear ending 30 September 2001, dispose of or
agree to dispose of or charge any shares in easyJet Holdings Limited held by it or registered in its name as at
the date of Admission or any rights arising from or attached to any such shares, or enter into any contract for
differences, swap, evidence of indebtedness or other derivatives transaction that changes in value by reference
to such shares, save in respect of: {i) the transfer of shares to a company controlled by the relevant beneficiary
provided that the transferee company agrees to the restriction in this paragraph and the Joint Bookrunners
receive advance notification of the transfer; {if) where the relevant company acquires Ordinary Shares in the
Company and agrees that all such Ordinary Shares are subject to the lock-in for the remainder of the lock-in
period; or (iii) in respect of a charge over such shares by First Island Management Limited or Ray Webster and
any enforcement of such charge.

CREST

CREST is a paperless settlement procedure enabling shares to be evidenced otherwise than by a certificate and
transferred otherwise than by a written instrument. The articles of association of the Company will permit the
holding of its shares under the CREST system. The Company has applied for its shares to be admitted to
CREST with effect from Admission. Settlement of transactions in shares following Admission may take place
within the CREST system if any shareholder so wishes. CREST is a voluntary system and holders of shares
who wish to receive and retain share certificates will be able to do so.

US SECURITIES LAWS

The New Ordinary Shares have not been and will not be registered under the US Securities Act or with any
securities regulatory authority of any state or other political subdivision of the US and, accordingly, may not,
directly or indirectly, be placed or sold within the US or to, or for the account or benefit of, US persons except
pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the US
Securities Act and in conformance with any applicable laws of any state or other political subdivision of the
US. Each of the Underwriters has represented and agreed that it has not offered or sold, and will not offer or
sell, any New Ordinary Shares except in accordance with Rule 903 of Regulation S under the US Securities Act
or to QIBs in reliance on exemptions from the registration requirements of the US Securities Act. In addition,
until 40 days after the commencement of the Global Offering, an offer or sale of New Ordinary Shares within
the US by a dealer, whether or not participating in the Global Offering, may violate the registration
requirements of the US Securities Act if such offer or sale is made otherwise than in accordance with Rule
144A or another exemption from registration under the US Securities Act. Terms used in this paragraph have
the meanings given to them by Regulation § or Rule 144A.

US TRANSFER RESTRICTIONS

Each prospective purchaser of New Ordinary Shares will be deemed to have represented, agreed and
acknowledged as follows {terms used in this paragraph that are defined in Rule 144A or Regulation $ under
the US Securities Act are used herein as defined therein):

(1) either (a) the purchaser (i) is a QIB (as defined in Rule 144A) and (ii) is aware that the sale to it is being
made in reliance on exemptions from the registration requirements of the US Securities Act and (iii) is
acquiring such New Ordinary Shares for its own account or for the account of a QIB or (b) the purchaser
(and the person, if any, for whose account it is acquiring such New Ordinary Shares) is outside the United
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States and is acquiring such New Ordinary Shares in an offshore transaction complying with the
provisions of Regulation §;

the purchaser understands that the New Ordinary Shares are being placed in a transaction not involving
any public offering in the US and that the New Ordinary Shares have not been and will not be registered
under the US Securities Act;

if in the future the purchaser decides to offer, resell, pledge or otherwise transfer any New Ordinary
Shares, such New Ordinary Shares may be offered, resold, pledged or otherwise transferred only {i}to a
person who the seller and any person acting on its behalf reasonably believes is a QIB purchasing for its
own account or for the account of a QIB in a transaction meeting the requirements of Rule 144A, (ii) in
an offshore transaction complying with the provisions of Regulation S, (iii) pursuant to an exemption
from registration under the US Securities Act provided by Rule 144 thereunder (if available), (iv) pursuant
to another exemption from, or in a transaction not subject to, registration under the US Securities Act or
(v) pursuant to an effective registration statement under the US Securities Act, and in each of cases (i)
through (v) in accordance with any applicable securities laws of any state of the United States and any
other jurisdiction and no representation has been made to the purchaser as to the availability of any
exemption from registration under the US Securities Act provided by Rule 144 thercunder;

the New Ordinary Shares (to the extent that they are in certificated form) will, unless otherwise
determined by the Company in accordance with applicable law, bear a legend substantially to the
following effect:

“This share (or its predecessor) was originally issued in a transaction exempt from registration under the
US Securities Act of 1933, as amended (the “US Securities Act”), and this share may not be offered,
resold, pledged or otherwise transferred in the absence of such registration or an applicable exemption
therefrom. The holder of this share agrees for the benefit of, inter alia, the issuer that this share may be
offered, resold, pledged or otherwise transferred only (i) to a person who the seller and any person acting
on its behalf reasonably believes is a qualified institutional buyer (as defined in Rule 1444 under the US
Securities Act) purchasing for its own account or for the account of a qualified institutional buyer in g
transaction meeting the requirements of Rule 1444, (i1) in an offshore transaction complying with the
provisions of Regulation S under the US Securities Act, (iii) pursuant to an exemption from registration
under the US Securities Act provided by Rule 144 thereunder (if available), (iv) pursuant to anotber
exemption from, or in @ transaction not subject to, registration under the US Securities Act or (v)
bursuant to an effective registration statement under the US Securities Act, and in each of cases (i)
through (v) in accordance with any applicable securities laws of any state of the United States and any
other jurisdiction. No representation can be made as to the auailability of any exemption from
registration under the US Securities Act provided by Rule 144 thereunder.”;

»

the purchaser will not deposit or permit another to deposit New Ordinary Shares into any unrestricted
American Depository Receipt facility established or maintained by a depository bank, unless and until
such time as such New Ordinary Shares are no longer “restricted securities” within the meaning of Rule
144(a)(3) under the US Securities Act;

the purchaser will give each person to whorm it transfers New Ordinary Shares notice of these restrictions
on transfer of such New Ordinary Shares; and

the Company and the Underwriters will rely upon the rruth and accuracy of the foregoing
representations, agreements and acknowledgements in making any transfer of New Ordinary Shares to
the purchaser.
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SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA

The selected consolidated profit and loss account data for the years ended 30 September 1998, 1999 and 2000,
and the balance sheet data as at those dates set out in the tables below have been extracted without material
adjustment from the Accountants’ report on historical financial information set out in Part VI of this
document. The consolidated profit and loss account data and balance sheet data set out in the tables below
were prepared in conformity with UK GAAP using merger accounting to reflect the reorganisation described in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Reorganisation™
contained in this Part III, and, as such, reflect results of operations, assets and liabilities of the companies in the
Group as if easyJet plc had always been the parent company of the Group. The selected consolidated financial
data should be read in conjunction with the whole of this document including “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” contained in this Part HI and the consolidated
financial statements and notes thereto set out in Part VI of this document and investors should not rely on key
or summarised information alone. For a discussion of certain significant differences between UK GAAP as
applied within the Group and US GAAP, see “Principal Differences Between UK and US GAAP” contained in
this Part III. The selected consolidated operating data set forth in the table below for the years ended 30
September 1998, 1999 and 2000 are derived from the unaudited management records of the companies
comprising the Group following the reorganisation and should be read in conjunction with the whole of this
document including “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” contained in this Part IIT and investors should not rely on key or summarised information alone.

Year ended 30 September
Consolidated Profit and Loss Account Data 1998 1999 2000
£000 £000 £000

Amounts in conformity with UK GAAP
REVENUE! .ottt ettt e r st e 77,000 139,789 263,694
(51,832) (103,848) (191,291}

GIOSS PIOMIL...ciirirriienseninreneristie e eee e rsress e st e eaeeeeessassssssseseeersensssensees 25,168 35,941 72,403
Distribution and marketing eXpenses. .. .. iuieierireeeeeevreeeresiesseessessssssens (8,277) (16,165) (25,868)
AdMINISITATIVE EXPEISES . cuertrenireeerrisrissioeseeisrasseesessioeseeeneeseessesseessessessessns (6,330} (10,726) (17,873)
OPerating Profit .ot eereseceesnesesseesasteesseeeeeeeeeesenes 10,561 9,050 28,660
Share of operating loss of associated undertaking'® .........ccoeveveecvrvervnnnn. (1,428} {779) —
Total operating profit {“EBIT™) ..cccecivviiiiinrireeceecccceseeee e cenrasssnssennnns 9,133 8271 28,660
Interest FECeivABIE vttt e ees e s e e e e e reaae e ee s et ee e e ereesseaa 1,062 664 1,687
Interest Payable ... veri ittt e eerees (4,319) {7,675) (8,244)
Profit on ordinary activities before taxation {“PBT™) .....cccocoveeeevevenrrenan.. 5,876 1,260 22,103
Tax on profit 6n Ordinary activities....ucerieeeceeeriisriiersseesresresessceseeneeerns — — —
Retained profit for the year......ccovivvvieierieiccciiieeeeceer e st ee e ene e 5,876 1,260 22,103
Earnings per Ordinary Share (in pence): Pence Pence Pence
Basic and diluted™).........cccoriiiinne et 3.2 0.7 11.9

(1) When easyJet makes refunds to customers, it records refunds made in the pre-flight period as reductions in revenue and any refunds
made post-flight as marketing expenses.

(2} easy]et Switzerland. Prior to 24 June 1999, easyjet Switzerland was owned 40 per cent by easyfet Holdings Limited, easyjet UK’s
then-parent undertaking, On 24 June 1999, easyJet Holdings Limited increased its ownership share in easyfet Switzerland to 49 per
cent and acquired an option over the remaining §1 per cent. See “Business of easyjet — History”. easyJet has accounted for easyjet
Switzerland as an asscciated undertaking under equity accounting principles for the financial year ended 30 September 1998 and up
to 24 June 1999 and kas accounted for it as a 100 per cent consolidated subsidiary from 24 June 1999. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations ~ easyJet Switzerland”.

(3)  For an explanation of bow these amounts bave been calculated see note 7 to the consolidated financial information of the Company
set out in Part VI of this document.
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As at 30 September

Consolidated Balance Sheet Data 1998 1999
£000 £000

Amounts in conformity with UK GAAP

Fixed assets:

Intangible assets!!) ... ..iii it 398 3,327 3,163

TANGIDLE ASSELS 1uerurertiiiieecii e creet e irr e rre s on s s e s sre e ss e b oanesas st e s st beeene 133,590 164,233 202,159

TOVESTITIEIES 2 oottt et eeeees e e e etanenee et eeseeeee e e e e e e e (636) — —

TOtal fIXed 355EL8 . courer e eririerciere ittt e e sree e e s s ser e et rteeratas e meesaerenesn 133,352 167,560 205,322

Current assets:

DD EOTS 1 urveiieariiaireistaetcieteeeeseeemeeeeeesesrnessarnnstees sameteeeeseaameeseanssaneseesannn 8,451 27,497 40,959

Cash at bank and in hand ....cooeeviiiiicr oo 13,649 29,845 14,088

TOtal CUTTEINT ASSEES 1uvurrrirererrrrasiiiireiistissssiiem e eeeseaeeeeerserreesesesrenessaranseses 22,100 57,342 55,047
- TOLAL ASSELS 1envviieiiieeiirsiierietriecesteees e e s sr s seantsaebsssentaessabteseeeeeeeemmeeeener1ane 155,452 224,902 260,369

Creditors: amounts falling due within one year .......c.cccceiivrvivevviiiiriini s (29,762) (56,882) (84,483)

Creditors: amounts falling due after more than one year......coccvveeeenenenn, (88,497) {127,069) (108,315)

Provisions for liabilities and charges™ ..........ocoooeeeovrir i eee e, —_ {1,463) (1,854)

A L PRSP 37,193 39,488 65,717

Shareholders’ funds — QUITY vovirveeisiee ettt eeeeeeeeereeasssennreeans 37,193 39,488 65,717

(1) Represents goodwill on the acquisition of easylet Switzerland.

)
(2)  easylet Switzerland, See note (2) to the consolidated profit and loss account data table above,
(3} Provisions for rectification costs in respect of leased aircraft, incurred in order to return leased aircraft at the end of their respective
) lease terms to the condition stipulated in their respective leases.
)
*
)
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Year ended 30 September

Selected Consolidated Operating Data 1998 1999 2000
(unaudited)

Number of aircraft owned/leased at end of year™ ..........ccocooeivrviiririnn, 10 le 19
Average number of aircraft owned/leased during year™ ..o vreeeieeivenns 6.3 12.5 18.2
Number of aircraft operated at end of year'™ ... veerivcseis e 8 15 18
Average number of aircraft operated during year™......cooovciiiiiniiieiiinenns 6.1 11.5 17.3
SECIOIS'™ ettt e et eae e e e e e e v e ernenranen 16,256 27,195 46,748
BLOCk ROUES™® .ot eme e v e esaasee s e sreraeneenenneanranen 24,350 44,150 74,631
Number of routes operated at end of year.......ccevrccenininiiniscrcecrenne, 15 23 28
Number of airports served at end of year...c.ocoveevnncniiininininccinnee e 14 16 18
Owned/leased aircraft utilisation {hours per day)™...c..occvvviiieioiiee e 10.7 9.7 11.2
Operated aircraft utilisation (hours per day)® . ..o oiiiiiciiiecceeeeeee, 11.0 10.5 11.8
Available seat kilometres (“ASK™)(millions)™ .....c.ooovverreenne 1,853 3,459 5,801
Passengers''” 1,714,761 3,064,835 5,628,215
Load factor 70.8% 75.6% 80.8%
Revenue passenger kilometres {“RPK”)(millions)"* 1,333 2,636 4,730
Revenue per available seat kilometre {in pence)“'” ............... 4,16 4.04 4.55
Cost per available seat kilometre (in pence)*'* ......ccvvernen. 3.84 4.00 4.16
Fuel cost per available seat kilometre {in pence)*............... 0.34 0.34 0.58
Average internet sales percentage during the year!® 5.5% 26.8% 65.1%
Internet sales percentage during final month of financial year''” ............... 13.2% 38.7% 77.8%

(1)  Represents the number of aircraft owned (including those held on lease arrangements of more than one month’s duration) at the end
of the relevant financial year. The figure at 30 September 1998 includes two aircraft of easyjet Switzerland’s. One of these aircraft
flew some sectors for easyfer UK during the summer of financial year 1998. The figure disclosed at 30 September 2000 includes one
aircraft leased under a five month wet lease for the summer 2000 season.

(2} Represents the average number of aircraft owned (including those held on lease arrangements of more than one month's duration)
during the relevant financial year. The figure disclosed for the year ended 30 September 2000 includes one aircraft leased under a
five month wet lease for the summer 2000 season.

{3)  Represents the number of ounedfleased aircraft in service at the end of the relevant financial year. Ownedfleased aircraft in service
exclude those in maintenance and those which have been delivered but have not yet entered service.

(4)  Represents the average number of ownedfleased aircraft in service during the relevant financial year. Ownedlleased aircraft in
service exclude those in maintenance and thase which bave heen delivered but have not yet entered service.

(5} Represents the number of one-way revenue flights.

(6}  Represents the number of hours that aircraft are in actual service, measured from the time that cach aircraft leaves the terminal at the
departure airport to the time that such aircraft arrives at the terminal at the arrival airpori.

(7} Represents the average number of block hours per day per aircraft ownedfleased during the relevant financial vear.
(8}  Represents the average number of block hours per day per aircraft operated during the relevant financial year.
" (9)  Represents the sum by route of seats available for passengers multiplied by the number of kilometres those seats were flown,

(1G) Represents the number of earned seats floun by easyet. Earned seats include seats that are flown whether or not the passenger turns
1p, because easyfet is generally a no-refund airline and once a flight bas departed a no-show customer is generally not entitled to
change flights or seek a refund. Earned seats also include seats provided for promotional purposes and to easyjet staff for business
travel.

{11) Represents the number of passengers as a proportion of the number of seats available for passengers. No weighting of the load factor
is carried out to recognise the effect of varying flight (or “stage™) lengths.

(12) Represents the sum by route of passengers multiplied by the number of kilometres those passengers were floun,

(13) Represents total revenue earned (including ancillary and concessionaire revenue), net of taxes and discounts, divided by the number
of available seat kilometres.

(14) Represents the total costs of easy]et (measured as the difference between revenuse and profit before tax) divided by the number of
avatlable seat kilometres.

{15) Represents total fuel costs (including fuelling charges) divided by the number of available seat kilometres.

(16) Represents the number of seats initially sold over the internet divided by the total number of seats initially sold, during the relevant
financial year. Sales that are originally made via the internet, but are later amended by phone, are included.

(17)  Represents the number of seats initially sold over the internet divided by the total number of seats initially sold, during the final
month of the relevant financial year. Sales that are originally made via the internet, but are later amended by phone, are included.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion addresses the financial condition and results of operations of the Group as at and for
the years ended 30 September 1998, 1999 and 2000. The financial information set forth in the Results of
operations table below has been extracted without material adjustment from the Accountants’ report on
historical financial information set out in Part VI of this document. This discussion is based on the information
presented in the table, along with other unaudited financial and operating data. The discussion should be read
in conjunction with the whole of this document including “Selected Consolidated Financial and Operating
Data” in this Part Il and the Company’s consolidated financial information and notes thereto set forth in
Part VI of this document and investors should not rely on key or summarised information alone.

Reorganisation

easyJet plc was incorporated on 24 March 2000 as easyJet Limited. Following a group reorganisation effected
on 30 April 2000, easyJet Limited acquired from easyJet Holdings Limited, the parent undertaking, that
parent’s interests in the companies comprising the easyJer airline business and substantially all the assets and
liabilities of those entities, in consideration for the issue of shares in easyJet limited. easyJet limited was re-
registered as easyJet plc, a public limited company, on 16 October 2000, in preparation for the Global
Oftfering. The Group reorganisation qualifies for merger accounting under UK GAAP. The Group’s
consolidated financial statements set forth in this document have been prepared as if easyJet plc had always
been the parent company of the Group, using merger accounting in conformity with UK GAAP.

Overview

easyJet seeks to maximise its revenue by keeping load factors at high levels and yields (the average fare net of
air passenger duties and internet booking discounts) as high as possible. easyJet’s revenue is almost entirely
derived from the sale of seats to passengers, with less than one per cent being contributed by ancillary and
concessionaire revenue, such as fees earned on concessionaires® sales of snacks and drinks to passengers.
Revenue figures are expressed net of passenger taxes, including air passenger duties payable to governmental
authorities, and discounts, including internet booking discounts. Revenue figures include “no-show™ revenue,
reflecting the “fly or forfeit™ policy operated by easyJet whereby passengers are generaily not entitled to a
refund or a credit if they do not fly on the flight for which they have paid. Revenue from a seat sale is
recognised at the time the relevant flight departs, as once the flight has departed the customer is generally not
entitled to any refund.

easyJet seeks to manage its costs by keeping utilisation rates at high levels. Since the airline industry’s most
significant cost drivers, such as crew, maintenance and aircraft financing costs, are largely fixed, higher
utilisation rates result in lower unit costs and higher returns per passenger. easyJet also seeks to achieve
absolute cost reductions, compared to full service carriers through, for example, {i) its direct sales policy which
eliminates travel agent commissions and simplifies back office accounting, (i) not providing complimentary in-
flight catering and (iii) not providing a customer loyalty programme.

easyJet’s business model has delivered significant year on year growth since easyJet began operations. From
financial year 1998 to financial year 2000 easyJet’s revenue has more than tripled from £77 million to £263.7
million. The Company’s fleet has grown from an original two aircraft in November 1995, operating from a
single base, to a core fleet of 18 aircraft as at 30 September 2000, operating from three bases with one further
aircraft operated under a wet lease. The number of routes operated by easyJet has increased from six in
financial year 1996 to 28 in financial year 2000 and the Company plans to offer services on three additional
new routes during the winter season 2000/2001.

easyJet currently plans to open an additional European base in Amsterdam in 2001 and to take delivery of 32
newly manufactured Boeing 737-700 aircraft prior to the end of May 2004, with seven of these aircraft due to
be delivered during financial year 2001. easyJet expects the delivery of these aircraft to increase its seat
capacity at an average rate of approximately 2.5 per cent per year through May 2004. easy]Jet has also secured
non-tradeable purchase rights providing substantial price protection on the purchase of a further 30 Boeing
737-700 aircraft. These purchase rights lapse in 2007. This planned growth will lead to increases in costs
generally, including leasing, crew, maintenance, depreciation and interest costs, as well as, the Company
anticipates, increased revenue.
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Seasonality

easy]et’s results of operations have varied significantly from interim period to interim period and management
expects these variations to continue. The principal factor causing these variations is the seasonal nature of air
travel in Europe. Passenger demand is substantially higher during the summer months, when many Europeans
take their annual holidays. During the first half of easyJet’s financial year, corresponding to the October to
March winter season, yields and utilisation are comparatively low because of a lower level of customer
demand and the fact that throughout the winter season one or more of the Company’s fleet of aircraft is
effectively undergoing maintenance at any one time. By contrast, during the second half of the Company’s
financial year, corresponding to the summer season from April to September, easyJet has generated
significantly higher revenue levels as yields and utilisation increase. Typically, easyJet generates most or all of
its profit during the second half of the financial year. As a result, any disruption to business during this part of
the financial year, especially any that lead to lower utilisation, lower yields or reduced load factors, would
have a disproportional impact on easyJet’s results of operations. See “Risk Factors — Risks Related to the
Company - easyJet’s business is subject to strong seasonal variations” in Part V of this document.

Fuel price exposure

Fuel costs represent a substantial portion of easyJet’s operating expenses, amounting to approximately 8.3 per
cent, 8.3 per cent and 12.8 per cent of revenues in financial years 1998, 1999 and 2000 respectively. Jer fuel
costs have historically been subject to wide fluctuations as a result of sudden disruptions in supply, such as the
effect of the invasion of Kuwait by Iraq in August 1990 and more recently the general shortage on the world
markets. Between mid 1998 and mid 2000, for example, the price of jet fuel on the international spot market
almost doubled, and during financial year 2000 easyJet’s average unit fuel cost in US dollars increased by
69 per cent (Jet fuel is typically sold at US dollar denominated prices). easyJet does not hedge against these
fluctuations or lock in prices by making forward purchases, on the basis that over the medium to long term
such hedging activities cannot insulate the Company from the effect of jet fuel price increases. However,
easyJet’s yield management system can partially insulate the Company from fuel price increases by enabling
easyJet to raise fares to some extent in line with any change in the market price of fuel should it so choose.
Based upon easyJet’s fuel consumption for the year ended 30 September 2000, a change of one US cent in the
average annual price per gallon of jet fuel would have caused a change of approximately £370,000 in annual
tuel costs. easyJet continues to monitor the efficacy of its current fuel hedging strategy against potential
alternatives. See “Risk Factors — Risks Related to the Company - easy]Jet is exposed to fuel price fluctuations,
and increases in fuel costs or fuel shortages could materially affect operations™ in Part V of this document.

Currency exposure

easyJet operates primarily out of the United Kingdom and accordingly the majority of the Group’s revenues
are denominated in sterling. The Group derives the remainder of its revenues in various other European
currencies including Swiss francs and euros which largely match costs incurred in these currencies and hence
provide a natural hedge. However, most of easyJet’s currency risk is associated with the US dollar, as many
substantial airline industry costs are denominated in US dollars. The Company’s significant US dollar
denominated costs relate to debt financing on aircraft owned by easy]Jet, lease financing on aircraft leased by
easyJet pursuant to long-term operating leases, maintenance reserves, engine maintenance and aircraft fuel
purchases. In respect of the Company’s US dollar exposure relating to its aircraft debt financing costs, easyJet’s
strategy contemplates the sale of each aircraft after approximately seven years of operation and the use of the
US dollar sale proceeds to pay down the remaining US dollar debt on the aircraft sold. Management’s view is
that used aircraft will continue to be traded in US dollars and that as a result borrowings in US dollars to
acquire aircraft are hedged to the extent of the US doliar resale value of the aircraft. Other than the protection
provided by these arrangements, easyJet’s current policy is not to hedge any of its US dollar commitments.
easyJet continues to monitor the efficacy of its currency hedging strategy against alternatives. See “Risk
Factors — Risks Related to the Company - easyJet is exposed to currency fluctuations” and “~ easyJet is
exposed to the second-hand aircraft market” in Part V of this document.

Interest rate exposure

easyJet’s interest rate exposure arises primarily from that portion of the Company’s aircraft debt financing
which accrues interest at floating interest rates. easyJet’s payments under its aircraft lease financing
arrangements are at both fixed and floating rates. The Company’s policy is not to hedge against its interest rate
exposure. See “Risk Factors — Risk Related to the Company - easy]et is exposed to interest rate fluctuations”
in Part V of this document
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Taxation

Until April 2000 the entities comprising easyJet were mostly organised either through offshore entities in the
Channel Islands and Cayman Islands where no taxes were levied, or in those jurisdictions where taxable
profits were not earned. Since May 2000, following the reorganisation of the Group, easyJet plc has been
subject to tax in the UK. easy]Jet plc’s effective tax rate in the next few years is expected to climb from the
current “zero” rate to a level below the full UK corporate rate. A less-than-full effective rate is expected
because easyJet will derive significant capital allowances from planned aircraft purchases and is enjoying an
eight year tax holiday from cantonal and communal taxes in Switzerland.

easylet Switzerland

In March 1998, easyJet’s then-parent undertaking acquired a 40 per cent interest in the predecessor to easyJet
Switzerland. From that date until 24 June 1999, the results of easyJet Swirzerland have been included in the
consolidated financial statements of the Group as an associated undertaking under equity accounting
principles. One of the results of this accounting treatment is that easyJet has included its share of easy]Jet
Switzerland’s revenues and costs during this period on a net basis in easyJet’s consolidated profit and loss
accounts in the line item “Share of operating loss of associated undertaking”.

On 24 June 1999, the casyJet parent undertaking increased its interest in easyJet Switzerland to 49 per cent
and acquired an option over the remaining 51 per cent. As of 24 June 1999, easyJet has accounted for easyJet
Switzerland on a 100 per cent consolidated basis and its revenues, costs, assets and liabilities have been
reflected across all the applicable line items in the Group’s consolidated financial statements.

As a result of this change in accounting treatment, the Group’s consolidated results of operation are, in respect
of certain line items in the consolidated profit and loss accounts, not fully comparable between financial year
1999, when easyJet Switzerland was 100 per cent consolidated for a little over only one quarter since 24 June
1999, and financial year 2000, when easyJet Switzerland was 100 per cent consolidated for the full year. This
is particularly true of the line items reflecting aircraft dry-lease and wet-lease costs as well as maintenance and
crew costs. Since the last quarter of financial year 1998, easyJet UK has been wet-leasing easyJet Switzerland’s
aircraft from easyJet Switzerland (which in turn had dry-leased these aircraft from others) under a block hour
payment arrangement. Accounting for this arrangement results in the lease costs relating to the aircraft to be
recorded more as wet-lease costs during periods when easyJet Switzerland is not 100 per cent consolidated and
mote as dry-lease costs when it is 100 per cent consolidated.

Gift of shares and share schemes

Under the Share Bonus Scheme, more particularly described in “Share Options™ in Part VII of this document,
awards of Ordinary Shares will be made to participants worth up to £1,460,625 in aggregate. These costs have
been provided for aiready over the financial years 1999 and 2000.

»

Under the Share Gift, more particularly described in “Share Options” in Part VII of this document, awards of
up to 838,607 Ordinary Shares for no consideration have been made to participants, vesting on Admission {as
to up to 478,712 Ordinary Shares) and on the first anniversary of Admission {up to 359,895 Ordinary Shares)
provided that the relevant employees are still employed by easyJet at that date.

Although the Pre-Flotation Option Schemes, more particularly described in “Share Options” in Part VII of this
document, are not approved by the Board of Inland Revenue, no material out-of-pocket costs to easyjet are
expected as a result of their operation. Holders of the substantial majority of Ordinary Shares under options
granted under the UK Pre-Flotation Option Scheme have elected with the Inland Revenue to accept the
liability for UK Employer’s national insurance contributions (up to a limit of 11.9 per cent in respect of the
first grant of options).
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Results of operations

The following table sets forth certain consolidated profit and loss account data extracted without material
adjustment from the Accountant’s report on historical financial information set out in Part VI of this
document together with such data expressed as a percentage of easyJet’s revenue, for each of the periods
indicated:

Year ended 30 September

1998 1999 2000
£000s % £000s % £000s %
Reverue™! oo 77,000 100.0 139,789 100.0 263,694 100.0
Ground handling charges, including salaries......... (7,246) 9.4  (13,945) 10.0 {27,081) 10.3
Alrport charges .c.oooveeeirecie e (7,761) 10.1 (13,735) 9.8 (23,687) 9.0
FUEl vttt e ere s e raaaees (6,362} 8.3 (11,594} 8.3 (33,715) 12.8
NAVIEALOI CHATEES «orrreeerereerereeeneesecsesesessssressssons (6,993) 91  (11,733) 8.4  (18,051) 6.8
Crew costs, including training........ (7,853) 10.2  {16,585) 11.9 (27,377) 10.4
Maintenance, including reserves (4,381} 5.7  (10,13e) 7.3 {20,589) 7.8
AdVertiSing....co.coiicviiissiiisinisie s e (3,825) 5.0 (10,249) 7.3 (14,003) 53
Merchant fees and incentive pay .....cocoeccrneriienns (2,887} 3.7 (4,404) 3.2 (6,918} 2.6
Share of operating loss of associated
undertaking™) ..o (1,428) 1.9 (779) 0.6 — —
Other costs™ oo s (9,028) 11.7  (14,653) 10.5 (31,064 11.8
EBITDARM™ L 19,234 25.0 31,976 229 61,209 23.2
Depreciation .uuvurecrrnineiniscinrinseiainsrerieens (8,193) 10.6 (12,686} 9.1 {15,937) 6.0
Aircraft dry lease COStS wcoviirnvesinimieniiscesner e — — {2,070) 1.5 {14,121) 5.4
Aircraft long-term wet lease COStS ..ooourinicinniinnnns (1,908) 2.5 (8,949) 6.4 {2,491} 0.9
Total operating profit (EBIT) .c.cccvvvirceriinneaiinreae 9,133 11.9 8,271 5.9 28,660 10.9
Net interest........ treretreraie st e i {3,257) 4.2 (7,011) 5.0 {6,557) 2.5
T it arn e e s — — — — — —
Retained profit for the year.....occconicvrnnnccniireenns 5,876 7.6 1,260 0.9 22,103 8.4

{1)  When easyJet makes refunds to customers, it records refunds made in the pre-flight period as reductions in revenue and any refunds
made post-flight as marketing expenses. Included in “Other costs™, above,

{2)  easylet Switzerland. Prior to 24 June 1999, easyJet Switzerland was owned 40 per cent by easyJet Holdings Limited and easyfet
UK's then-parent undertaking. On 24 June 1999, easyJet Holdings Limited increased its ownership share in easyJer Switzerland to
49 per cent and acquired an option over the remaining 51 per cent. See “Business of easyJet — History”. easylet bas accounted for
easyfet Switzerland as an associated undertaking under equity accounting principles for the financial year ended 30 September 1998
and up to 24 June 1999 and has accounted for it as a 100 per cent consolidated subsidiary from 24 June 1999. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — easyjet Switzerland”.

(3)  Includes principally administrative and operational costs not included elsewhere, the costs associated with short-term atrcraft wet
leases, insurance and any post-flight refunds, together with certain other items, such as costs relating to the establishment of share
schemes, currency exchange gains and losses and profit or loss on the disposal of fixed assets.

(4) EBITDAR is defined by the Company as earnings before interest, taxes, depreciation, amortisation and lease payments (excluding
the maintenance reserve component of operating lease payments). EBITDAR as defined by the Company may differ from
EBITDAR or similar measures as defined by other airline companies. EBITDAR should not necessarily be construed as an indicator
of the Company’s consolidated net income, a measure of profitability of operations or an alternative to cash flows from operations
as a measure of liguidiry.

Year ended 30 September 2000, compared to year ended 30 September 1999
Revenue
easyJet’s revenue increased 88.6 per cent, from £139.8 million to £263.7 million, from financial year 1999 to

financial year 2000. This increase reflected an 83.6 per cent growth in passenger volumes, from 3.1 million to
5.6 million passengers. These increases were the result of:

» an increase in the size of easyJer’s fleet in operation from an average of 11.5 aircraft to an average of
17.3 aircraft; )
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» an increase in the load factor achieved by easyJet from 75.6 per cent to 80.8 per cent;

» an increase of 15 per cent in utilisation of owned/leased aircraft during the summer season in financial
year 2000, as a result of improved aircraft turnaround times, particularly at London Luton, and longer
flying days; and

» aroughly three per cent increase in average fares.

This increase in revenue was partly offset by the cost of wet leasing one aircraft during the Summer season
2000 and by compensation paid to passengers, pursuant to casyJet’s customer service promise, who
experienced delays of more than four hours caused principally by fog and air traffic control problems on
easyJet’s routes during financial year 2000,

Ground handling charges, including salaries

During financial year 2000, third-party ground handling charges increased as the aggregate numbers of sectors
flown in the period increased and as flights to Spain and Switzerland, where ground handling charges are
highest, increased as a proportion of sectors flown. The unit prices charged by the third-party ground handling
service providers at London Luton increased by approximately 34 per cent in July 1999 following the
announcement of easyJet’s intention to self-handle at London Luton from March 2000. Ground handling
charges in financial year 2000 also include the start-up costs of self-handling at London Luton.

Airport charges

easyJet’s external airport charges increased 72.5 per cent, from £13.7 million to £23.7 million, from financial
year 1999 to financial year 2000. This increase was attributable to the increase in the size of easyJet’s fleet and
the improvement in utilisation discussed above under “Revenue™. The amount of the increase was partly
mitigated during financial year 2000 by a reduction in airport charges per passenger at London Luton and the
increase in the proportion of easyJet services operating from Liverpool where the per passenger airport charges
are lower than at the other airports served by easyJet. easyJet is currently engaged in negotiations with London
Luton Airport over the amount of London Luton per passenger airport charges that will apply once easyJet’s
current agreement with London Luton over charges terminates in February 2001. easyJet has signed heads of
terms, which are subject to contract, with Liverpool Airport concerning airport charges over the next 20 years.
See “Business of easyJet — Airport operations”.

Fuel

easyJet’s fuel costs increased by 190.8 per cent, from £11.6 million to £33.7 million, from financial,year 1999
to financial year 2000. This significant increase was caused by the increased number of routes and sectors
flown by easyJet and by a 69 per cent increase in easyJet’s average unit US dollar fuel cost that resulted in an
additional cost to easyJet of approximately £13.5 million. The deterioration of the value of sterling against the
US dollar, the currency in which fuel prices are denominated, over the course of financial year 2000 also
imposed additional costs of approximately £1.6 million on easyJet.

Navigation charges

easyJet’s navigation charges, increased 53.8 per cent, from £11.7 million in financial year 1999 to £18.1
million in financial year 2000. This increase was principally attributable to the increased number of sectors
flown in financial year 2000.

Crew costs, including training

Crew costs increased by 65.1 per cent from £16.6 million to £27.4 million. Of this increase, £4.1 million is
explained by incorporating the full year effect of a 100 per cent consolidation of easyJet Switzerland’s costs,
Almost all of the balance of the increase in crew costs results from an increase in headcount during financial
year 2000 to service the additional sectors and aircraft operated by easyJet during the year. The increased crew
costs experienced in financial year 2000 were also contributed to by average salaries which increased by 3.5
per cent per head and the cost of bonuses paid to crew during financial year 2000, Crew training costs were
less during financial year 2000 as the lower level of recruitment during financial year 2000 meant easyJet did
not incar the level of initial training costs incurred during financial year 1999,
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Maintenance, including reserves

easyJet’s maintenance expenses consist primarily of the cost of routine maintenance and spare parts and
reserve payments for the estimated future cost of heavy maintenance and engine overhauls on aircraft operated
by easyJet pursuant to dry leases. The extent of the required annual maintenance reserve payments is
determined by reference to the number of flight hours and cycles permitted between each engine shop visit and
D check maintenance overhaul on aircraft airframes. Maintenance expenses, including reserves, increased
103.1 per cent, from £10.1 million in financial year 1999 to £20.6 million in financial year 2000 (or by 63.5
per cent from £12.6 million to £20.6 million if easyJet Switzerland had been a 100 per cent consolidated
subsidiary of the Group for the whole of financial year 1999). The increase was largely due to the increase in
sectors flown, the addition of two aircraft to the fleet and the fact that during financial year 2000 maintenance
reserve payments were required for the full year in relation to the six aircraft operated by easyJet pursuant to
long-term dry leases during financial year 1999.

Advertising

Advertising costs increased 36.6 per cent, from £10.2 million in financial year 1999 to £14.0 million in
financial year 2000. This increase, lower than the rate of revenue growth, was principally because of market
maturation and because easyJet added only five new routes during financial year 2000, which necessitated less
advertising than was required to establish the nine new routes which began operation during financial year

1993,

Merchant fees and incentive pay

Merchant fees and incentive pay includes the costs of processing fees paid to credit card companies on all of
easyJet’s credit and debit card sales and the per-seat-sold/transferred commission paid as incentive pay to
easyJet’s telesales staff. Merchant fees and incentive pay increased 57.1 per cent, from £4.4 million in financial
year 1999 to £6.9 million in financial year 2000. This increase was contributed to by the increase in the
number of seats sold during financial year 2000, 91 per cent of which continue to be purchased using credit
cards, and an increase in the level of credit card processing fees. The per-seat incentive pay received by telesales
personnel increased during financial year 2000 but actually fell as a percentage of revenue due to the strong
rise in initial sales made over the internet, from 26.8 per cent of seats sold during financial year 1999 to 65.1
per cent of seats sold during financial year 2000. Management anticipates that the proportion of seats sold
over the internet will continue to rise in the near future.

Other costs

Other costs increased by 112.0 per cent, from £14.7 million to £31.1 million. This cost category includes the
salary costs of all easyjet’s personnel other than flight crew, cabin crew and London Luton ground-handling
personnel, and therefore includes the salary costs attributable to easyJet’s administrative, management,
~ engineering, operational and network management functions. Such salaries increased, reflecting the rise in
personnel numbers throughout easy]Jet necessary to manage and maintain easyJet’s business as the scope of its
operations grew during financial year 2000 and in preparation for the further increase in the scale of easyJet’s
operations that will be facilitated by the delivery of 32 new aircraft prior to the end of May 2004.

Other items in this cost category include administrative and operational costs (not included elsewhere},
insurance, the costs associated with short-term aircraft wet leases, compensation paid to passengers, certain
other items, such as costs relating to the establishment of share schemes, currency exchange gains and losses
and the profit or loss on the disposal of fixed assets. These costs also increased as the scope of operations grew.
Furthermore, the significant increase compared to financial year 1999 was mainly as a result of higher
customer compensation costs {totalling in financial year 2000 approximately £4.3 million) and additional
short-term wet lease costs (totalling in financial year 2000 approximately £1.5 million) which were incurred as
a result of delays experienced during the year caused by factors such as bad weather and air traffic control
disruptions. There was also a £1.1 million charge for impairment in asset values on certain older aircraft.

Depreciation

easyJet’s depreciation charge, which reflects depreciation on owned aircraft and capitalised aircraft
maintenance charges, and also includes depreciation on computer systems and other assets, increased by
25.6 per cent, from £12.7 million in financial year 1999 to £15.9 million in financial year 2000. This increase

reflected the change in depreciation charge associated with the full-year effect of the acquisition of four aircraft .

and the disposal of two aircraft during financial year 1999 and the deterioration in the US dollar/pound

sterling exchange rate. The increase was also due to a higher charge for amortisation of capitalised .
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maintenance, partly as a result of the greater utilisation of the fleet during summer 2000. The percentage
increase in depreciation was much less than the percentage increase in revenue over the same period, due to the
fact that easyJet owned 2 lower proportion of its fleet in financial year 2000 than in financial year 1999.
easyJet depreciates each of its owned aircraft on a straight line basis in accordance with UK GAAP to a
residual value which reflects the estimated realisable value of the aircraft at the end of its useful life to the
Company. The period over which casyJet depreciates its aircraft is seven years, which reflects easyJet’s policy
of seeking to maintain a young fleet by aiming to replace its aircraft when they are seven vears old. This policy
results in the Company incurring a higher annual depreciation rate than other airlines as it reflects the higher
use of the aircraft due to the short-haul nature of easyJet’s routes and its higher utilisation rates.

Aircraft dry lease costs

easyJet’s aircraft dry lease costs comprise the lease payments paid by easyJet in respect of those aircraft in its
fleet operated pursuant to long-term dry operating leases. casyJet’s dry leasing costs increased by 582.2 per
cent, from £2.1 million in financial year 1999 to £14.1 million in financial year 2000 (or by 123.8 per cent,
from £6.3 million to £14.1 million, if easyJet Switzerland had been a 100 per cent consolidared subsidiary for
the whole of financial year 1999). This increase was principally due to the addition of two new aircraft added
to the fleet under long-term dry operating leases in financial year 2000 and the inclusion in financial year 2000
of a full year’s lease costs in relation to four new aircraft added to the fleet under dry leases during financial
year 1999 and the effect of the full consolidation of easyJet Switzerland. See “— easyJet Switzerland”, above.

Aircraft long-term wet lease costs

easyJet’s aircraft wet lease costs comprise the lease payments paid by easyjet in respect of those aircraft in its
fleet operated pursuant to “ACMI” leases (that is, leases of an aircraft plus crew, maintenance and insurance)
of a duration of more than one month. casyJet’s wet leasing costs decreased by 72.2 per cent, from £8.9
million in financial year 1999 to £2.5 million in financial year 2000. This decrease is principally the result of
the change in accounting treatment made to reflect the 100 per cent consolidation of easyJet Switzerland as of
24 June 1999 onwards, whereby the lease costs of two aircraft were accounted for in financial year 1999 as
wet lease costs and in financial year 2000 as dry lease costs. The only wet lease costs incurred in financial year
1999 were those paid to easyJet Switzerland., See “— easyJet Switzerland”. Therefore, if easyJet Switzerland
had been treated as a 100 per cent consolidated subsidiary for all of financial year 1999, there would have
been no wet lease costs during financial year 1999. The £2.5 million charge in financial year 2000 relates to the
costs incurred renting an additional aircraft from an external third party pursuant to a wet lease for four
months during the summer season in financial year 2000.

Net interest

Net interest reflects interest paid or payable by easyJet net of interest received or receivable by easy]Jet.
casyJet’s net interest costs decreased by 6.5 per cent from £7.0 million in financial year 1999 to £6.6 million in
financial year 2000. easyJet’s interest paid or payable primarily relates to financing costs associated with the
aircraft easyJet owns. easyjet’s interest paid or payable increased 7.4 per cent from £7.7 million in financial
year 1999 to £8.2 million in financial year 2000. This increase was principally due to the additional interest
paid or payable associated with the full-year effect of the aircraft added to easyJet’s fleet during financial year
1999 and the deterioration of the value of sterling against the US dollar. Since certain of easyJet’s aircraft
financing debt carries interest at a floating rate, the increase in US dollar denominated interest rates during the
period also contributed to the increase in-interest paid or payable during financial year 2000. During financial
year 2000 interest received or receivable increased 154.1 per cent from £0.66 million in financial year 1999 to
£1.68 million in financial year 2000, reflecting the increased cash balances held by easyJet during financial
year 2000 and higher interest rates during that period.

Retained profit for the year

For the reasons described above, easyJet’s retained profit after interest and taxes increased from £1.3 million in
financial year 1999 to £22.1 million in financial year 2000,

Year ended 30 September 1999, compared to year ended 30 September 1998
Revenue
easyJet’s revenue increased 81.5 per cent from £77.0 million in financial year 1998 to £139.8 million in

financial year 1999. This increase reflected a 79 per cent growth in passenger volumes, from 1.7 million to 3.1
million passengers. These increases were principally the result of:

49




Part il - Financial information, current trading and prospects

» the approximate doubling in size of easyJet’s fleet in operation from an average of 6.1 aircraft to an
average of 11.5 aircraft; and

» an increase in the load factor achieved by easyJet from 70.8 per cent to 75.6 per cent.

These increases were partially offset by a decline of 9.3 per cent in owned/leased aircraft utilisation. Utilisation
declined because easyJet chose to lessen its utilisation targets in financial year 1999 after having set high
targets and achieved high utilisation in financial year 1998. Targets in 1999 were lessened to allow easy]Jet to
focus on other operational goals, including changing the airline’s principal maintenance supplier, bringing
network management in-house and co-ordinating operations with the new associated undertaking, easyJet
Switzerland. Utilisation also declined as a result of easyJet having to build buffers into its flight schedule
between the delivery of new aircraft and their deployment.

Ground handling charges, including salaries

easyJet’s ground handling costs increased by 92.5 per cent, from £7.2 million for the year ended 30 September
1998 to £13.9 million for the year ended 30 September 1999, This increase was due to the increase in sectors
and passengers flown, and also the increased proportion of easyJet flights operated in financial vear 1999 from
Spain and Switzerland, where ground handling charpes are generally higher than at other airports in easyJet’s
network,

Airport charges

easyJet’s airport charges increased by 77 per cent, from £7.8 million in financial year 1998 to £13.7 million in
financial year 1999. This increase was the result of an increase in the number of sectors flown and passengers
carried following the addition of seven new aircraft to easyJet’s fleet and the start of operations on nine new
routes.

Fuel

easyJet’s fuel costs increased by 82.2 per cent, from £6.4 million in financial year 1998 to £11.6 million in
financial year 1999. The increased fuel spending was principally caused by the 67.3 per cent rise in the number
of sectors flown during the year.

Navigation charges

easyJet’s navigation charges increased 67.8 per cent, from £7.0 million in financial year 1998 to £11.7 million
in financial year 1999. This increase was principally attributable to the increased number of sectors flown in
financial year 1999.

Crew costs, including training

Crew costs increased by 111.1 per cent from £7.9 million to £16.6 million (and in effect was £4.1 million
higher because of the full year effect of a 100 per cent consolidation of easyJet Switzerland’s costs). Salary
costs almost tripled for the following reasons (i) to service the additional aircraft delivered and sectors flown
during financial year 1999, (i) additional personnel who were recruited during financial year 1999 to make up
for staffing shortages experienced in financial year 1998, (iii) in anticipation of the Group’s further growth
during financial year 2000, and (iv) the salary increases and bonuses paid to attract and retain flight crew in a
tight market.

Crew training costs almost doubled during financial year 1999 because of the recruitment of additional flight
and cabin crew during that financial year.

Maintenance, including reserves

Maintenance expenses, including reserves made for future heavy maintenance costs, increased 131.4 per cent,
from £4.4 million in financial year 1998 to £10.1 million in financial year 1999 {or by 186.4 per cent from
£4.4 million to £12.6 million if easyJet Switzerland had been a 100 per cent consolidated subsidiary of the
Group for the whole of financial year 1999). The increase was principally caused by the approximate doubling
in size of easyJet’s fleet, the provision of maintenance reserves on six new aircraft added to easyJet’s fleet
pursuant to long-term dry leases, including two from easyJet Switzerland, the deterioration in the value of
sterling against the US dollar, in which engine maintenance costs are denominated. There was also a change of
easyJet’s maintenance service provider at the end of financial year 1998 from Monarch Aircraft Engineering to
FLSA, which provides an improved level of service, easyJet also incurred one-off additional maintenance costs
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to provide for the cost of meeting the return conditions applicable to one of easyJet Switzerland’s dry leased
aircraft under the terms of its lease where the majority of future spend will relate to usage pre-1999,

Advertising

Advertising costs increased 167.9 per cent, from £3.8 million in financial year 1998 to £10.2 million in
financial year 1999. This significant increase reflected the increased advertising costs associated with
establishing easyJet’s presence on nine new routes during financial year 1999, These costs were particularly
high in relation to advertising undertaken in the Geneva market to promote easyJet’s newly established
services between Geneva and the cities of Liverpool, Nice, Amsterdam, Barcelona, and also capacity increases
in the London market.

Merchant fees and incentive pay

Merchant fees and incentive pay increased 52.5 per cent, from £2.9 million in financial year 1998 to £4.4
million in financial year 1999, This rise was attributable to increased costs of incentive pay and the
approximate 41 per cent increase in credit card processing fees experienced during financial year 1999,
reflecting the increase in the number of seats sold during the year and the fact that approximately 91 per cent
of seats by value were purchased by credit card.

Other costs

Other costs increased by 62.3 per cent from £9.0 million to £14.7 million, which was broadly in line with the
growth of business. As was the case between financial years 2000 and 1999, this increase reflected the
significant increase in personnel retained to manage and maintain easyJet’s business as the scope of its
operations grew during financial year 1999. During financial year 1999, easyJet increased the number of its
administrative staff and strengthened its finance and marketing teams. Additional costs were also incurred by
easyJet during financial year 1999 as easyJet brought its network management operations in-house and
incorporated easyJet Switzerland into the Group,

Depreciation

easyjet’s depreciation charge increased by 54.8 per cent, from £8.2 million in financial year 1998 to £12.7
million in financial year 1999, This increase principally reflected the additional depreciation charge associated
with the acquisition of four additional aircraft during financial year 1999 and the full-year effect of the three
aircraft acquired in financial year 1998,

Aircraft dry lease costs

easyJet first incurred dry lease costs during financial year 1999 when it added six aircraft to its fleet which were
the first of easyJet’s aircraft to be operated under long-term operating leases. In financial year 1999 easyJet
incurred aircraft dry lease costs of £2.1 million {or £6.3 million if easyJet Switzerland had been a 100 per cent
consolidated subsidiary of the Group for the whole of financial year 1999). The amount includes the
accounting for the last three months of financial year 1999 of the lease costs of two easyJet Switzerland
aircraft as dry lease costs, when those costs had previously been accounted for as wer lease costs.
See “— easyJet Switzerland”, above.

Aircraft long-term wet lease costs

This cost represents the leasing of aircraft by easyJet UK from easyJet Switzerland under a block-hour
arrangement, and the accounting for those lease costs, from the summer of financial vear 1998 until 24 June
1999. See “— easyJet Switzerland”, above. easyjet’s long-term wet lease costs increased by 369.0 per cent,
from £1.9 million in financial year 1998 to £8.9 million in financial year 1999, representing the difference
between one aircraft wet-leased for a short time in financial year 1998 and two aircraft wet-leased for a longer
time in financial year 1999.

Net interest

easyJet’s net interest costs increased by 115.3 per cent from £3.3 million in financial year 1998 to £7.0 million
in financial year 1999. easyJet’s interest payable increased by 79 per cent from £4.3 million in financial year
1998 to £7.7 million in financial year 1999. This increase was primarily due to the addition of four new owned
aircraft to easyJet’s fleet during financial year 1999 and the full-year effect-for the two aircraft acquired during
financial year 1998, Interest receivable decreased by 38 per cent from £1.1 million in financial year 1998 to
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£0.66 million in financial year 1999, reflecting the lower cash balances held by easyJet on average during
financial year 1999, and lower interest rates.

Retained profit for the year

For the reasons described above, easyJet’s retained profit after interest and taxes decreased by 78.6 per cent,
from £5.9 million in financial year 1998 to £1.3 million in financial year 1999.

Liquidity and capital resources
Liquidity
The Group has historically financed its capital requirements through a combination of cash generated from

operations, shareholder loans, debt financing for aircraft that the Group owns and lease financing arranged
through sale and leaseback arrangements for aircraft that the Group operates under long-term leases.

The Group had cash at 30 September, 1998, 1999 and 2000 of £13.6 million, £29.8 million and £14.1 million,
respectively.

The Group’s net cash inflows from operating activities in the years ended 30 September 1998, 1999 and 2000
totalled £23.7 million, £25.2 million and £60.6 million, respectively. During these periods, the Group’s
operating cash inflows have principally been derived from the carriage of passengers. Included in net cash
inflows from operating activities are movements in debtors and creditors. In general, the Group’s creditor days
outstanding are greater than its debtor days outstanding. The Directors believe there is little credit risk
associated with debtors as these are primarily composed of credit card receivables.

The Group’s net cash outflows from returns on investments and servicing of finance in the years ended 30
September 1998, 1999 and 2000 totalled £4.3 million, £8.2 million and £7.9 million, respectively. These
figures include interest payments made on debt financing in respect of aircraft owned by the Group, in the
amounts of £4.3 million in financial year 1998, £7.7 million in financial year 1999 and £8.2 million in
financial year 2000, and additional interest payments made in respect of loans taken out to finance deposits on
new aircraft, offset in part by interest received on cash balances during the respective periods.

The Group received net cash inflows from financing in the years ended 30 September 1998 and 1999 of £35.4
million and £37.1 million, respectively and experienced a net cash outflow from financing of £31.5 million in
the year ended 30 September 2000. These figures reflect the increasing level of long-term aircraft-related debt
taken on by the Group, offset in part by repayments thereon during the financial years 1998, 1999 and 2000.

As a result principally of the foregoing cash movements and the net cash outflows for the capital expenditure
described below under “Capital expenditure,” the Group experienced a £1.4 million decrease, a £16.2 million
increase and a £15.8 million decrease in cash for the years ended 30 September 1998, 1999 and 2000,
respectively. :

As at 30 September 1998 and 1999, $29.2 million was outstanding under two shareholder loans made to
the Group in September 1997. These shareholder loans were repaid by the Group in full in September 2000.
The Group does not, therefore, currently have any outstanding long-term debt other than bank loan
commitments relating to aircraft that it owns. Loans outstanding, including shareholder loans, toralled £97.2
million at 30 September 1998, £137.1 million at 30 September 1999 and £120.1 million at 30 September
2000. See “Capital expenditure” below.

The Directors are of the opinion that, after taking into account the Group’s existing cash, current aircraft debt
and lease financing arrangements and the net proceeds of the Global Offering receivable by the Company
{assuming no exercise of the Over-allotment Option), the working capital available to the Group is sufficient
for its present requirements, that is for at least the next 12 months from the date of publication of this
document.

Capital expenditure

easyJet’s net cash outflows for capital expenditure in financial years 1998, 1999 and 2000 were £64.7 million,
£39.0 million, and £36.3 million, respectively. Capital expenditure outflows have been primarily related to
aircraft, and take the form of deposits for future aircraft deliveries, payments on detivery for new aircraft in
respect of which easyJet will retain ownership, other aircraft-related expenditure (for example for spare
engines and aircraft modifications} and heavy maintenance costs that are capitalised. Net capital expenditure
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related to aircraft for the financial year ended 30 September 2000 was £34.0 million, predominantly deposit
payments in respect of 737-700s on order with Boeing. easyJet has historically funded its capital expenditure
principally through a combination of cash generated from operations, shareholder loans, debt financing from
banks for aircraft that easyJet owns, and proceeds derived from the sale of aircraft. Some of easyJet’s aircraft
purchases have been subject to sale and leaseback arrangements, which means that the Company does not
incur capital expenditure to fund their purchases but instead makes periodic lease payments which are
accounted for as operating expenses. There is, however, an initial cash outflow in the two years prior to
delivery for deposits which are subsequently refunded to easyJet concurrently with the sale of the aircraft to
the leasing company. The outflows for deposits and their refunds are accounted for as movements in capital
expenditure,

Currently easyJet has one aircraft debt financing facility arranged with the Mees Pierson Group NV (now
Fortis Bank) and several aircraft debt financing facilities arranged with Hamburgische Landesbank
Girozentrale (see “Material contracts” in Part VII of this document). These facilities bear interest at a
mixture of floating and fixed rates. The floating rates range from LIBOR plus 0.9 per cent to LIBOR plus 1.0
per cent, The fixed rates range from 6.08% to 6.61%. Each of these debt financing facilities is denominated in
US dollars. The aggregate balance outstanding under these facilities at 30 September 2000 was £120.1 million,
expressed in sterling. Each of these facilities has been secured against one or more specific aircraft in easyJet’s
fleet and will remain outstanding after the completion of the Global Offering. easy]et expects that the amounts
it will be required to repay in respect of the debt financing facilities described above will be approximately
$17.4 million in financial year 2001, approximately $52.7 million in financial year 2002 (of which $36.9
million will be paid to settle the outstanding debt due on four aircraft that easyJet expects to dispose of during
financial year 2002} and approximately $14.2 million in financial year 2003.

In financial year 1999, casy]et realised £21.7 million in relation to the sale of two Boeing 737-300s from its
fleet, £16.0 million of which was applied in thar financial year to the repayment of aircraft-related long-term
loans.

casyJet has historically operated a number of the aircraft in its fleet pursuant to long-term operating leases.
Payments related to aircraft under such leases principally include deposits refunded to easyJet concurrently
with the sale of the aircraft to the leasing company, and annual lease payments which amounted in the
aggregate to £2.1 million and £14.1 million in financial years 1999 and 2000, respectively. easyJet did not
operate any aircraft pursuant to long term operating leases during financial year 1998. These aircraft leases are
of varying duration, but predominantly are for original terms of approximately seven to ten years. The
Company has eight Boeing 737-300 aircraft and since 13 October 2000, one Boeing 737-700 aircraft, on long-
term operating leases.

Spending on spare engines and parts is not a material element of capital expenditure at present, but the
Directors expect such spending to increase in size in future years.

New aircraft

At 30 September 2000 easyJet had 32 Boeing 737-700 aircraft on order from Boeing at firm delivery dates and
prices. Seven of these new aircraft are scheduled for delivery in financial year 2001 (the first of which was
delivered on 13 October 2000), ten are deliverable in 2002, during which vear four of easyJet’s older fleet
aircraft are expected to be sold and two are expected to be returned to lessors, nine are deliverable in 2003 and
six are scheduled for delivery in 2004. In addition to substantial deposit payments already made by easy]Jet on
the 32 aircraft on order from Bocing, easyJet is scheduled to make additional deposit and purchase price
payments on these aircraft.

The total list purchase price of the 32 aircraft is approximately US$1.284 billion, although Boeing has granted
easyJet substantial confidential price and payment terms concessions from the list purchase price. (See “Boeing
contract” in Part VI of this document for a schedule of payments due from easyJet to Boeing based on the
total list purchase price of the 32 aircraft). easyJet intends to finance the acquisition of these 32 Boeing 737-
700 aircraft using a portion of the net proceeds received by the Company from the Global Offering, sale and
leaseback transactions in respect of a number of these aircraft, long-term bank loans secured against aircraft in
respect of aircraft to be owned by easyJet, cash generated by operations and proceeds from the disposal of
aircraft. The precise amount of capital expenditure and lease payments to be made in respect of the 32 aircraft
over the coming years will depend to a substantial extent on the number of aircraft as to which easy]Jet retains
ownership and the number of aircraft sold and leased back.
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PRINCIPAL DIFFERENCES BETWEEN UK AND US GAAP

The consolidated financial statements contained in Part VI of this document have been prepared in accordance
with UK GAAP. Certain significant differences between UK GAAP as applied within the Group and US GAAP
which could affect the Group’s retained profit for the year or shareholders’ equity are set out below.

Foreign currency translation

Under UK GAAP, aircraft which are financed in US dollars, either by loans, finance lease obligations or hire
purchase arrangements, and which are intended to be sold after a relatively small proportion of their economic
useful lives, are regarded, together with the related liabilities, as a separate group of assets and liabilities and
accounted for as US dollar branches. The amounts in US dollars are translated into sterling at rares ruling at
the balance sheet date and the net differences arising from the translation of aircraft costs and related foreign
currency obligations are taken to reserves. Under US GAAP, the aircraft costs would be fixed in sterling at the
rate of exchange at the date of acquisition, lease or hire purchase and the exchange gain or loss on the related
US dollar obligations would be dealt with through the profit and loss account.

Associated undertakings

Under UK GAAP, undertakings in which the Group holds a long-term interest and over which it actually
exercises significant influence are accounted for as associated undertakings using equity accounting. Under UK
GAAP this may result in the recognition of a net liability for the losses of the associated undertaking.

Under US GAAP, associated undertakings accounted for using equity accounting are defined as entities over
which the Group has the ability to exercise significant influence. Under US GAAP there is no requirement to
reduce the recorded amount of the investment and other advances below zero through the recognition of losses
if the group has not committed to fund the net liabilities of the associated undertaking.

Purchase accounting adjustments

Under UK GAAP, goodwill arising on acquisitions is capitalised and amortised over its estimated useful life,
which is generally presumed not to exceed 20 years. Under US GAAP, fair values are ascribed to net assets
acquired in a purchase business combination, including identifiable intangibles, with the balance of the
purchase price being allocated to goodwill. Goodwill and intangibles are amortised over their respectful useful
lives (not to exceed 40 years).

Deferred tax

Under UK GAAP, provision is made for deferred taxation only if there is reasonable evidence that such
deferred raxation will crystallise in the foreseeable future. Deferred taxation is provided on a full asset and
liability basis under US GAAP, which permits deferred tax assets to be recognised if their realisation is
considered to be “more likely than not”. g

Share option compensation expense

Under both UK GAAP and US GAAP (assuming the Group were to apply Accounting Principles Board
Opimon No. 25 for US GAAP purposes}), any excess of the fair market value over the exercise price under a
share option plan which exists at the date of grant of the share option is recognised as compensation expense
in the profit and loss account over the period the services are provided.

In addition, under US GAAP the share compensation expense is re-measured each period until the options vest
for those option plans which are classified as variable plans. Also, under the US GAAP “cheap stock”
accounting rules the market price of the shares on flotation can be used as a surrogate for the fair value of the

shares during the year prior to the public offering in order to determine the amount of compensation expense
to recognise under US GAAP.

Alternatively, under US GAAP the Group could adopt Financial Accounting Standards Board Statement No
123 (“FASB 123"} Accounting for Stock-Based Compensation for US GAAP purposes. FASB 123 requires the
compensation expense for share options to be measured as the fair value of the option on the date of grant
(using an option valuation model such as Black-Scholes). This expense is amortised to the profit and loss
account over the vesting period of the option.

The compensation expense relating to options issued to non-employees is also, in all circumstances, required
to be measured and accounted for under the requirements of FASB 123.

54



ance
AAP

hire
mic
and
g at
eign
- the
ated

ally

wVer
t to
S5CS

ife,
els
the
ful

ch
nd

is

rd

Part Il - Financial information, current trading and prospects

National Insurance Contributions (“NIC”} payable on exercise of share options

Under UK GAAP, any NIC payable by the Group on the exercise of share options by employees is accrued over
the period to the exercise date of the share options. Under US GAAP such NIC is expensed at the date of
exercise by the option holder. In circumstances where the option holder has entered into an Election with the
Inland Revenue to pay the NIC, no accrual or expense is required to be recognised under either UK or US
GAAP.

Tax benefits of share option deductions

The relevant employing companies within the Group may become entitled to a corporate tax deduction in
respect of amounts equivalent to the difference between the option exercise price and the fair market value of
the shares at the dates of exercise by their employees of options under the Group’s share option schemes. The
tax benefit of this deduction would be taken into account as part of the tax charge in the profit and loss
account for UK GAAP purposes and recorded as an increase in shareholders’ funds for US GAAP purposes if
no stock compensation charge has been recognised for US GAAP purposes.

Capitalisation of interest on borrowings

In compliance with UK GAAP, interest on borrowings which specifically fund aircraft pre-delivery payments
has been capitalised as part of the cost of acquiring aircraft. UK GAAP also allows interest incurred on
borrowings for general purposes to be capitalised where progress payments exceed the amount of specific
borrowings. Interest on borrowings which specifically fund other assets may not be capitalised. Under US
GAAP the interest on specific borrowings which fund pre-delivery payments is required to be capitalised as
well as the interest, at an appropriate weighted-average rate, on all other borrowings of the enterprise where
pre-delivery payments exceed specific borrowings.

Sale and leaseback transactions

Under UK GAAP, any gains or losses arising on the sale of an asset which is subsequently leased back in the
form of an operating lease should be recognised in the profit and loss account, provided that the leaseback
transaction was undertaken at fair value. Where the transaction is not at fair value the gain or loss arising
should be deferred and amortised to the profit and loss account over the term of the operating lease on a
straight line basis. Under US GAAP any gains or losses arising on sale and leaseback transactions (under
operating leases) are deferred and amortised through the profit and loss account unless the leaseback is for less
than substantially all of the asset, in which case a portion of the gain or loss may be required to be recognised
in the profit and loss account immediately.

Statement of cash flows

The Group’s consolidated cash flow statements are prepared in accordance with UK Financial Reporting
Standard 1 (“FRS 1”) (Revised 1996), whose objective and principles are similar to those et out in US
Statement of Financial Accounting Standards No. 95 (“SFAS No. 957), “Statement of Cash Flows”. The
principal differences between the standards relate to classification. Under FRS 1 (Revised 1996), the Group
presents its cash flows for (a) operating activities, (b} returns on investments and servicing of finance, (c) tax
paid, (d) capital expenditure and financial investment, {e) acquisitions and disposals and (g) financing. SFAS
No. 95 requires only three categories of cash flow activity being (a) operating, (b} investing and {c) financing.

Cash flows from taxation, returns on investments and servicing of finance and dividends received from joint
ventures and associates under FRS 1 {Revised 1996) would be included as operating activities under SFAS No.
95, capital expenditure and financial investment and acquisitions and disposals would be included as investing
activities under SFAS No 95, and distributions would be included as a financing activity under SFAS No. 95.
Under FRS 1 (Revised 1996), cash comprises cash in hand and deposits repayable on demand, less overdrafts
repayable on demand; and liquid resources comprise current asset investments held as readily disposable stores
of value. Under SFAS No. 95 cash equivalents, comprising short-term highly liquid investments, generally with
original maturities of three months or less, are grouped together with cash, short-term borrowings repayable
on demand would not be included within cash and cash equivalents and movements in those borrowings
would be included in financing activities.

Impairment of fixed assets

Under UK'GAAP impairment charges on fixed assets are capable of being reversed if the recoverable amount
of a tangible fixed asset or investment increases because of a change in economic condirions or in the expected
use of the asset. The resulting reversal of the impairment loss should be recognised in the current period to the
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extent that it increases the carrying amount of the fixed asset up to the amount that it would have been had the
original impairment not occurred. The reversal of the impairment loss should be recognised in the profit and
loss account unless it arises on a previously revalued fixed asset.

Under US GAAP 1mpa1rrnent charges result in a new basis for the asset and are not reversed if the recoverable
amount of the fixed asset increases in subsequent periods.

Capitalisation of internal software development costs and website design costs

The Company’s accounting policy which is in line with UK GAAP requires all internal costs for the
development of software or websites to be expensed as incurred. Under US GAAP certain internal costs
relating to software development for own use are required to be capitalised and amortised through the profit
and loss account over their estimated useful lives.

Accounting for refunds to customers

The Company’s accounting policy is to record refunds made to customers in the pre-flight period as reductions
in gross revenue and any refunds made post flight are recorded as marketing expenses in the profit and loss
account. Under US GAAP all these refunds would be recorded as a reduction in gross revenues.

DIVIDEND POLICY

The Company has never declared or paid any cash dividends on the Ordinary Shares and does not anticipate
paying cash dividends in the foreseeable future. The Directors intend to retain earnings for use in the Group’s
business for the foresecable future.

CURRENT TRADING AND PROSPECTS

Since 30 September 2000 sales have been lower than in previous weeks because of the seasonal nature of
easyJet’s business in line with Directors expectations {see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Seasonality™ in this Part IIT). However, load factors and yields for this
period are both higher than those experienced during the same period last year. The Directors view the future
prospects of easyJet with confidence and believe that the Group is well placed to continue to develop its
business in line with its strategy (see “Business of easyJet — Strategy”).

REASONS FOR THE GLOBAL OFFERING AND USE Of PROCEEDS

The Company is undertaking the Global Offering in order to help fund its planned new aircraft purchases and
to reward and incentivise employees with shares and share options in a public company. Assuming no exercise
of the Over-allotment Optiorn, the Global Offering will raise approximately £183 million, net of underwriting
discount and expenses, for the Company. Approximately £163 million of these net proceeds will be used to
finance in part the purchase of the new aircraft described in “Business of easyJet — Fleet” and the remaining net
proceeds will be used for working capital purposes.
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AIR TRANSPORT REGULATION
Operating rights

The air transport industry has historically been highly regulated both internationally and domestically.
Internationally, the industry is regulated as to technical and safety matters by a detailed régime established
under the auspices of ICAQ, an international body established by the 1944 Chicago Convention and based in
Montreal. ICAO created a framework of international technical standards which have been the subject of
detailed and continuing development over the years, The Chicago Convention also confirmed the principle
that each state has sovercignty over the airspace above it, resulting in entry into that airspace by airlines of
other states being a matter for bilateral negotiation and agreement berween the states concerned {such
agreements being known as bilateral air service agreements or “ASAs”). ASAs cover such matters as the routes
which airlines are permitted to serve, the number of airlines which each state is permitted to designate to
exercise the rights awarded to each state (“traffic rights”), the capacity and frequency offered, the fares and
tariffs applicable to the carriage of passengers and cargo and the nationality of ownership and control of
airlines, ASAs vary in their terms from being highly restrictive to being relatively liberal. ASAs are filed with
ICAQ,

Until 1 January 1993, air services in Europe were regulated in accordance with the terms of ASAs entered into
on this bilateral basis by pairs of states. By agreement between the member states of the EU, this bilateral
regime was progressively liberalised through a series of three “packages” of measures, the last of which
{(known as the “third package”) completed the creation of the “single aviation market” in the EU. The
principal effect of the third package, which took effect on 1 January 1993, was to dismantle the bilateral
regime by establishing common rules for the licensing of air carriers in the EU and by permitting EU licensed
air carriers (“Community air carriers”) to operate services freely between points in the EU and to set fares and
tariffs in accordance with their own commercial judgement. Community air carriers are no longer required to
be owned and controlled by nationals of the state by which they are licensed but may be owned and controlled
by any EEA nationals (see below). In parallel with the establishment of the single aviation market, measures
applying EU competition law to air transport were introduced so that air transport became subject, in
particular, to Articles 81 (prohibition of anti-competitive agreements) and 82 (prohibition of abuse of a
dominant position) of the EC Treaty and to EU merger regulation. In 1995, by virtue of the European
Economic Area Agreement, Norway, Iceland and Liechtenstein, although not members of the EU, became
subject to the single aviation market regime, thus extending the single aviation market to this European
Economic Area (“EEA™), However, air services to, from and within other non-EEA European states, as well as
states outside Europe, remain subject to the bilateral regime.

This process of liberalisation and the establishment of the single aviation market afforded the opportunity for
easyJet’s low-fare model to be applied to European short and medium haul scheduled services.

easyJet UK holds an operating licence granted pursuant to the EC Licensing Regulation. The continued
validity of easyJet UK’s operating licence depends, inter alia, on easyJet UK’s ability to demonstrate that it is
majority owned and effectively controlled at all times by EEA nationais and that it is “financially fit” by the
standards required by the EC Licensing Regulation. Any company which participates in a controlling interest
in a Community air carrier must also satisfy the requirements as to nationality of ownership and control.
These nationality requirements therefore apply, and will continue to apply, to easyJet ple and to easyJet
Holdings Limited whilst its interest in easyJet plc remains a majority interest. If these nationality requirements
are not maintained, the CAA has a statutory duty to refer the matter to the Secretary of State who might direct
the CAA to suspend or revoke easyJet’s operating licence. Furthermore, the CAA could suspend or revoke
easyJet’s operating licence on grounds of financial fitness or any other requirements of the EC Licensing
Regulation,

The EC Market Access Regulation provides that Community air carriers may operate between any airports in
the EU and (by virtue of the EEA Agreement) Norway, Iceland and Leichtenstein. No specific route licence is
required and the states concerned are required to grant access. By virtue of its operating licence, easyJet UK
therefore has authority to serve any route between any two airports in the EEA at the capacity, frequency and
fare levels it determines are commercially appropriate. The regulation of air fares within the EEA is liberalised
in accordance with the EC Fares Regulation.
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In order to serve airports outside the EEA, including Switzerland, the holder of a UK operating licence requires
a specific “route licence” granted by the CAA pursuant to the UK Civil Aviation Act 1982. easyJet UK holds
route licences to serve the London Luton — Geneva, London Luton — Zurich, London Stansted — Geneva,
London Gatwick — Geneva and Liverpool — Geneva routes. It holds the necessary operating permits issued by
the Swiss Federal Office of Civil Aviation {“FOCA”} which also has the power to disapprove the fares easyJet
UK files with it. easyJet’s current UK/Switzerland fares are approved by FOCA. It is also currently a
requirement of the UK/Switzerland ASA that easyJet UK, as a UK designated carrier, is owned and controlled
by UK nationals, a requirement which easyJet UK is at present able to satisfy, and following this offering
expects to be able to continue to satisfy based on the provisions contained in its Articles of Association which
place limitations on the ownership of the Company’s shares by non UK nationals {see “Additional Information
_ Memorandum and Articles of Association” in Part VII of this document).

At present it is a requirement of Swiss law that Swiss air carriers be majority owned and controlled by Swiss
nationals. It is a requirement of the relevant ASAs that carriers designated for service by Switzerland under
those ASAs be substantially owned and controlled by Switzerland or nationals of Switzerland.

easy]et Switzerland is majority owned (51 per cent) by Swiss nationals and the majority of its board are Swiss
resident nationals. On 30 April 2000 easyJet Holding Limited’s interests in easyJet Switzerland were
transferred to the Company as part of the pre-flotation restructuring. These interests included an option to
acquire the remaining 51 per cent of easyJet Switzerland. On 21 May 2000, a referendum was held in
Switzerland which resulted in a substantial majority voting in favour of a proposed aviation agreement
between the EU and Switzerland, as part of a package of agreements which included agreement upon the free
movement of persons between the EU and Switzerland. This package awaits final ratification by the European
Parliament and EU member states, which is expected in 2001 or 2002, Although not quite as liberal as the
measures establishing the EU single aviation market, and taking effect in stages, from when it first takes effect
the agreement will remove the requirement for easyJet Switzerland to be majority owned and controlled by
Swiss nationals, then permitting the Company to exercise its option to acquire the remaining 31 per cent of
easyJet Switzerland. In addition, the requirement for easy]Jet to hold specific route licences to operate from any
point in the EU to any point in Switzerland will no longer apply and the requirement under the UK/Swiss ASA
for easyjet UK and easyJet to be owned and controlled by UK nationals will be replaced by the requirement
that they be majority owned and effectively controlled by EU nationals (Norway, Iceland and Liechtenstein
are not parties to this agreement). In general, EU carriers will be permitted to operate routes from any point in
the EU to any point in Switzerland and Swiss carriers will be permitted to operate routes between any point in
Switzerland and any point in the EU.

easyJet Switzerland’s authority to operate international services depends upon the terms of the various ASAs
between Switzerland and other states. easyler Switzerland is currently authorised pursuant to the UK/
Switzerland ASA to operate from Geneva to London Stansted, London Luton, London Gatwick and Liverpool
and from Zurich to London Stansted, London Luton and Liverpool. It is also authorised pursuant to
Switzerland’s ASAs with France and the Netherlands to operate from Geneva to Nice and from Geneva to
Amsterdam. On this basis it also currently operates charter flights on behalf of easyJet Tours SARL between
Geneva and Barcelona, as further described below.

In 1999 easyJet Switzerland’s application to the Swiss authorities to operate scheduled services between
Geneva and Barcelona was refused following, the Directors understand, objection by Swissair which under

Swiss law held a monopoly on this route. However, in July 1999 easyJet Switzerland commenced a charter -
service on the route which was permitted because the service included a minimal element of accommeodationin
Spain. This was provided through a package which could be purchased from easyJet Tours SARL, a Swiss tour

operator formed especially as a subsidiary of easyJet Switzerland to enable this.

Upon the EU/Switzerland air transport agreement raking etfect, Swiss carriers, including easyJet Switzerland, :
will be permitted to operate between any point in Switzerland and any point in the EU without restrictions on |

capacity or frequency and without the necessity for governmental approval of fares. easyJet Switzerland will

be permitted to operate scheduled services between Geneva and Barcelona (i.e. without the intervention of |

easy]Jet Tours SARL as charterer}. For the purposes of operations between Switzerland and points ourside the
EU, however, the terms and conditions of the ASAs between Switzerland and the relevant non-EU states will

continue to apply. It is likely that such ASAs will continue to require Swiss designated carriers to be owned and |
controlled by Swiss nationals. Therefore, if easyJet Switzerland does not satisfy the nationality of ownership |

and control requirements of Switzerland’s ASAs with non-EU states it may not be possible for Switzerland to
designate easyJet Switzerland for service to non-EU states under the ASAs concerned.
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Part IV - Regulation

For certain risks that may attach to easyJet Switzerland’s maintenance of irs operating licence (see
“Maintenance of easyJet UK’s and easyJet Switzerland’s operating licences™ in Part V of this document).

Airport regulation

At certain of the airports from which easyJet operates, takeoffs and landings are regulated through the
allocation of slots. Slots are allocated by an airport co-ordinator who operates in accordance with the EC Slot
Regulation and otherwise according to IATA procedures (see “Business of easyJet — Scheduling and slot
management™),

As well as being subject to EC and national corporation law generally, some of the airports easyJet serves,
including London Luton, are specifically regulated. This means that all users of the airports are required to be
treated in a non-discriminatory manner and therefore the ability of easyJet or any other Operator to negotiate
preferential terms does not exist or is substantially restricted. Some of the UK airports easyJet serves, other
than London Luton, are designated by the UK Secretary of State under the Airports Act 1986, This means that
the charges levied by these airports are regulated under a review mechanism mvolving the CAA and the
Competition Commission. All the UK airports from which easyJet operates are in any event regulated under
the Airports Act 1986 principally to ensure that they do not discriminate unfairly between, or abuse their
bargaining powers with respect to, airport users.

ENVIRONMENTAL REGULATION

casy[et believes that it complies in all material respects with all local and other standards for emissions into the
atmosphere and that it meets applicable standards relating to all other discharges into the environment. easyJet
is currently seeking to implement a Government-backed environmental management systent, Project Acorn.

Under EU directives governing aircraft noise emissions, all aircraft operated by EU carriers are required to
comply with Chapter 3 noise requirements established by the ICAO. All easyJet’s aircraft are Chapter 3 noise
compliant and its new 737-700s will be, also.

Environmental controls in the UK are generally imposed through a combination of environmental and
property planning legislation which implement EU laws where applicable. At London Luton, easyJet operartes
on land controlled by London Luton Airport. Planning approval for the easyLand head office is currently in
line with planning policy requirements for London Luron Airport. From time to time noxious or potentially
hazardous substances are held on a temporary basis within the hangar at London Luton which is owned by the
airport but used by easyTech,
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Part V — Risk factors

In addition to the other information presented in this document, prospective investors should carefully
consider the following risk factors.

RISKS RELATED TO EASYJET'S BUSINESS

easylet is dependent on the UK and continental European travel markets

Many of easyJet’s passengers travel on holiday or for other, non-business related reasons. Because a
substantial portion of such airline travel is discretionary, the airline industry tends to experience adverse
financial results during economic downturns. It is possible that easyjet will be adversely affected by any
economic downturn, although easyJet would expect to gain at such times a portion of new business from
existing full service airlines as passengers trade down for a better priced deal. easyJet’s business would also be
adversely affected by any other circumstance causing a reduction in demand for air transportation services in
or from the UK or continental Europe in general, and low fare services in particular, including adverse changes
in local economic conditions, political disruptions or violence (including terrorism), fare increases linked to
increased costs including increases in airport access costs or taxes imposed on air passengers and fuel costs,
changes in leisure travel or spending patterns or other circumstances.

easyJet’s high aircraft utilisation rate makes it especially vulnerable to delays

easyJet has, and aims to maintain, a high aircraft utilisation rate. High utilisation is achieved in part by
reducing turnaround times at airports, flying for more hours in an average day and reducing the amount of
time during which spare aircraft are available for backup. Because of easyJet’s high utilisation rate compared
to its competitors, easyJet is, more than any of its competitors, exposed to, and adversely affected by, delays
resulting from factors such as air traffic control, ground handling, air traffic or airport congestion, weather,
acts of third parties upon which easyJet relies, maintenance and technical issues and other factors. In particular
a significant number of delays have occurred this year as a result of outages in the UK air traffic control system,
industrial action by the French air traffic controllers, unexpected adverse weather including snow and fog,
runway closures, airport incidents and crew shortages. Significant delays in easyJet’s provision of services,
especially if repeated on multiple occasions, could damage its reputation and materially and adversely affect its
business, financial condition and results of operations. Adverse effects may be further exacerbated to the
extent easyJet regularly makes refunds and provides assistance to passengers if flight delays extend beyond
four hours. In addition, easyJet’s expansion of its network to include new bases, new destinations and more
frequent flights on current routes could be disruptive to easyJet’s averall schedule, to the extent such expansion
increases easyjet’s exposure to congested airports or air traffic. For example, easyJet’s intention to operate a
new base in Amsterdam in 2001 will increase its exposure to Amsterdam’s Schiphol airport, which is a busy
airport. Such disruption could adversely affect casyJet’s results from existing operations, hamper its expansion
efforts or both.

easylet’s business is subject to strong seasonal variations

easyJet’s results of operations have varied significantly from interim period to interim period and management
expects these variations to continue in the future. There are a number of factors that cause these variations, but
the principal factor is that business in easyJet’s portion of the airline industry tends to be seasonal in nature.
Demand in Europe is substantially higher during the summer months, when many Europeans take holidays,
than during the winter. easyJet experiences its lowest yields between November and February (excluding the
Christmas and New Year period), and also relatively lower utilisation due to a higher level of pre-planned
aircraft maintenance in the winter. As a result, easyJet’s operating revenues are generally much lower in the
first half of easyJet’s financial year (October to March) than in the second half {April to September). Most or
all of easyJet’s profit before tax is generated in the second part of the year. Given easyJet’s planned high
uilisation rates, disruptions that affect utilisation, yields and load factors have a disproportionate effect on
results if they happen in the second half of easyfet’s financial year. Such disruptions could have a material
adverse effect on easyJet’s financial performance.

easyJet may face difficulties protecting its name and branding

A feature of easyJet’s success is its trade name and branding. Both the words “easy” and “jet” have descriptive
connotations and the scope of protection afforded by a mark of this nature is less extensive than would be the
case with a wholly distinctive mark. In addition, easyJet’s use of orange and white livery is difficult to protect
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Part V - Risk factors

as many companies use orange print on a white background (or white print on an orange background) and
courts and trade marks registries throughout the world are reluctant to grant any one trader a monopoly in the
use of a particular colour or combination of common colours. easyJet does and is likely to continue to need to
spend time and money assisting easyGroup [P Licensing in enforcing the easyJet trade marks, domain names
and similar rights against potential third party infringers, but there can be no assurance that it will be able to
do so with sufficient success to avoid the confusion that can result if other unrelated companies use similar
brandings. In addition, because easyJet does not own its name and branding, but licences them from
easyGroup IP Licensing under a licence that assigns many brand protection activities to easyGroup IP
Licensing in the first instance, easyJet relies heavily on easyGroup IP Licensing to apply for further trade
marks, maintain trade mark registrations and take action against third party infringers. There can be no

assurance that easyGroup IP Licensing will take adequate steps to enforce the easyJet brand and marks or that
it will be able to prevent use of the brand by third parties.

casyJet uses the internet extensively to make sales. Third parties can and have registered confusingly similar
website domain names and may offer similar services, seeking to confuse members of the public with similar
branding, or try to sell the domain names to easyJet at inflated prices. easyJet does and will have to continue to
spend time and money to cooperate with easyGroup IP Licensing in taking steps to protect its business from
competitors seeking to divert business by the use of confusingly similar domain names and “cybersquatters”
secking to obtain payments for the sale of domain names that they have registered, burt there can be no
assurance that they will be sufficiently successful in these undertakings to avoid adverse effects on its business.

easylet does not own its name and branding

easyJet does not own its trade marks, domain names or any rights in its orange and white livery, but instead
licenses them from easyGroup IP Licensing, which is controlled by Stelios Haji-loannou. The licence imposes
duties on easyJet to maintain high standards in its use of the brand. In addition, easy]Jet is restricted to carrying
on business as an airline with a core activity of passenger transport in fixed wing aircraft and can only provide
services ancillary and conducive to that business if a number of its peer group (EU flag carriers and EU and
North American low cost airlines) does so first and the aggregate revenue from such ancillary and conducive
activities does not exceed 23 per cent of easyJet’s aggregate annual revenue. If easyet expands outside this
business it will lose the rights it has to use the easyJet trade marks, branding and domain names. The terms of
the licence from easyGroup IP Licensing may therefore in the future restrict its ability to develop its business as
it wishes. It is, however, the Board’s strategy to focus easyJet on its core activity and currently almost all its
revenue is generated from its core activity. In return, easyGroup IP Licensing has agreed not to licence any
other person to use the “easy” brand in the airline business with a core activity of passenger transport in fixed
wing aircraft while the licence continues and for 3 years thereafter, easyGroup IP Licensing maintains control
over what further “easy” ventures are introduced using the “easy” name and branding but undertakes to enter
into a brand licence with every user of the easy brand which is no less onerous than the licence that.has been
agreed with easyJet. easyJet must rely heavily on easyGroup IP Licensing to apply for further trade marks,
maintain trade mark registrations and take action against third party infringers although easyJet does have
certain limited rights to take steps itself. The aggregate liability of easyGroup IP Licensing under the brand
licence throughout its term is limited to £10 million. easyJet must, at its own cost, assist other members of the
“easy” group of companies to enforce their rights against third party infringers. easyGroup IP Licensing may
terminate the brand licence in the event thar easyJet UK suffers an insolvency event. If easyJet breaches the
terms of the licence and fails to remedy such breach within 90 days, except in the case of the 25 per cent test
mentioned above where the time limit is 180 days, or is insolvent for more than one vear, its right to use the
trade marks and branding could be terminated and it could be required to give up its URL, which is the main
method of selling its tickets. However, the Directors believe the cure period to be adequate to remedy most

likely breaches. A loss of the licence by easyJet could substantially and adversely affect easyJet’s results,
financial condition and business.

Under the terms of the licence easy]et cannot change the easy “get up” without the consent of all the other
licencees. This may restrict easyJet’s ability to change the brand if it so wishes.

Stelios Haji-loannou has agreed not to be involved in another airline business with a core activity of passenger
transport in fixed wing aircraft from the date of the licence until the expiry of the period ending three years
after the later of: (a) his céasing to hold at least five per cent of the share capital of the Company; and (b) his
ceasing to have control of easyGroup IP Licensing, or, if earlier, the termination of the brand licence. If the
brand licence terminates for insolvency the three year period shall not apply. This covenant will not prevent
Stelios Haji-loannou from being involved in private jet charter or the holding of five per cent in a publicly
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quoted airline company provided he has no management role. For this purpose the chartering of private jets
means the chartering of entire jets to an individual or company but not selling seats directly or indirectly to
members of the public and not operating regular scheduled services. The Directors believe this does not
compete with easyJet’s core business. However, under the terms of the brand licence it is open to other “easy”
companies in their ancillary or conducive activities to compete with easyJet in its core area of activity using the
“easy” brand. They can only do this if such activity is ancillary and conducive to their own core activity (for
instance a tour operator) and to the extent that their revenue from such activity does not constitute more than
25 per cent of their aggregate revenue. In addition, in certain circumstances it is possible for easyJet to sue
other easy companies directly and for them to sue it under the terms of the licence. Each of easyGroup IP
Licensing and easyJet UK have agreed to indemnify the other against any capital gains tax liability the other
may suffer arising out of the assignment and brand licence. The Directors have been advised that it is unlikely
easyGroup IP Licensing will suffer any capital gains tax liability.

Any failure by easyGroup IP Licensing to police properly the use of the “easy” brand by its licensees or to
enforce trade mark or domain name or related rights in the brand against infringers or otherwise to comply
with its obligations under the brand licence, may have a significant adverse effect on easyJet.

Whilst Stelios Haji-loannou presently controls easyJet and easyGroup IP Licensing, there can be no certainty
that he will continue to do so. Were he to sell his interest in either, easyGroup IP Licensing’s relationship with
easyJet could deteriorate. While the Directors believe that the licence offers them sufficient protection, there
can be no assurance that a change of the ownership of easyGroup IP Licensing would not have a materially
adverse effect on the Group’s use of its brand.

easylet could suffer from the extension of the “easy” brand

The brand extension scheme being implemented through additional licensing by easyGroup IP Licensing holds
risks for easyJet. Although the terms on which easyGroup IP Licensing may extend the right to use the “easy”
brand and livery outside the fixed wing passenger airline industry must be no less onerous than the terms of
easyJet’s licence, easyGroup IP Licensing has freedom to determine the extent to which it enforces those
licences. Currently, it is expected that easyGroup IP Licensing will licence easyEverything (internet cafes),
easyRentacar (car rental), easyValue (online product comparisons), easyMoney {retail banking) and easy.com
(an internet portal and e-mail service) to market their various businesses under the “easy” brand and livery,
and that more “easy” group businesses may arise in the future. easyGroup IP Licensing or the additional
licensees may, through their actions or inaction or through failure or problems in their businesses, damage the
“easy” brand for easyJet by associating it with events, ideas or brand values at odds with easyJet’s image and
strategy or by adversely affecting the goodwill in the brand generally. Accidents connected with or failures by
other “easy” ventures, particularly if they relate to safety issues, may materially and adversely affect the
reputation of easyJet. }

In addition, the extension of the “easy” brand is likely to increase the profile of the brand and increase the
attention by “pirates” or infringers, and accordingly, is likely to increase the cost of protecting the brand. As
the profile of each licensee increases, the effect of failures or accidents to other licensees of the brand are likely
to be more damaging to easyJet’s brand. In November 2000, a person or persons that purport to trade under
names with the prefix easy established a website to seek to co-ordinate defences against infringement actions
launched by easyGroup IP Licensing and the “easy” group businesses. There can be no assurance that
infringement actions brought by easyGroup IP Licensing or the “easy” group businesses will be successful or
that such actions will not undermine the reputation of the easy brand as a consumer-friendly brand. In general,
there can be no assurance that the extension of the “easy” brand will not adversely affect the reputation and
image of the easyJet name and branding or be damaging to easyJet’s business.

Chairman’s reputation

easyJet’s public image is very closely associated with its chairman and founder, Stelios Haji-loannou. He
regularly appears as its spokesman in marketing and public relations events and is a key part of easyJet’s public
image. Were his personal or business reputation to be damaged as a result of anything done or omitted in
conneetion with easyJet, any other “easy” company, his other business interests or his personal life, this could
have a material adverse cffect on the reputation and image of easyJet, and accordingly its financial
performance and the market price of its shares.
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easylet’'s openness with the media risks adverse exposure

easyJet intentionally seeks a close and open relationship with the media to increase is public profile and to
reinforce its brand positioning of transparency and informality. This openness means that, just as in the
“Airline” TV series, the public and the media may become aware of both negative and positive aspects of
easyJet. Negative exposure of easyJet in the media over which the airline has no control may have an adverse
impact on easyJet’s brand, public support, customer bookings, financial performance and share price.

easylet may not meet its growth targets

Based on its current aircraft purchase programme, easyJet’s overall capacity (measured in available seats) is
expected to grow at an annual average rate of 25 per cent per annum over the next four vears. For a variety of
reasons, easyJet may not be able to grow its business at a rate necessary to make sufficient use of this new
capacity and avoid the adverse financial effects of having acquired too much capacity. Growth could be
hampered by an economic downturn, problems specific to the air passenger industry or the low-fare portion of
the industry, competitor action, air traffic or airport congestion, shortages of key or specialised personnel,
factors adversely affecting utilisation, yields or load factors, changes in consumer preferences or other risks
described in this Part V. In addition, if easyJet were perceived to be growing but not at a pace sufficiently in
line with its plans or abilities, then the market price of its shares would be adversely affected.

Rapid growth may be difficuit to manage

Although management believes in the scalability of easyJet’s business, expansion will place strains on easyJet’s
resources, including management, specialist personnel, information technology, internal controls and other
resources. easyJet believes these resources are adequate ar present. However, there are reasons why they may
not be able to support the increase in the scale of operations that easyJet expects. These could include the fact
that easyJet’s management structure is deliberately lean, that the Compaany may face shortages in pilots and
other specialist staff, that its financial, control and planning systems will have to grow in complexity, both to
allow the Company to manage its growth and to permit it to fulfil the accountability and disclosure obligations
of a public company, and that it has a relatively brief operating history. Any shortfall in resources might
require easyJet to make significant additional expenditures, including on systems, facilities and personnel. An
inability to hire the required personnel, or delays in designing and implementing effective new systems or the
mability to acquire the necessary facilities or other assets might adversely affect easyJet’s ability to grow in a
cost effective manner. In addition, easy]et believes that it has succeeded in establishing a highly cost-conscious
and dynamic corporate cutture, These cultural values may be difficult to preserve as easyJet grows,

Another challenge that easyJet faces is the cost-effective management of new aircraft deliveries and
deployments. The precise timing of aircraft deliveries can be affected by many factors over which easyJet has
no control such as parts supply difficulties to the Boeing production line or Boeing labour unrest. If a delivery
is only slightly early or late easyJet could suffer adverse economic consequences. In addition, moving quickly
from aircraft delivery to revenue-generating deployment requires the co-ordination of a number of processes,
such as pilot hiring and training and schedule expansion, and is a process susceptible to delays due to many
factors. If easyJet is unable to put new aircraft into service in a quick and co-ordinated manner, it may incur
costs and lose anticipated revenues.

easylet will incur significant costs acquiring additional aircraft

easyJet’s strategy for continued growth is dependent on its ability to acquire additional aircraft and to replace
older aircraft in line with its intention to always have a young fleet. To this end, easyJet has signed a purchase
agreement with Boeing for the provision of 32 next generation 737-700 aircraft and has acquired purchase
rights for 30 more such aircraft. The purchase agreement to acquire the 32 aircraft requires substantial
payments by easyJet over the next four years (see “Boeing Contract” in Part VII of this document). Cash
deposits must be paid during the period two years before delivery of each aircraft. There can be no assurance
that easyJet will have sufficient cash reserves to fund these cash commitments, although the funds raised by the
flotation will be used in part for this.

In addition, in order to finance the purchase of these aircraft easyJet intends to enter into various
arrangements, including arrangements whereby easyJet retains ownership of the aircraft and pays for it with
the proceeds from loans secured against the aircraft, and arrangements whereby the aircraft will be sold to a
financial institution and then leased back to easyJet. Such arrangements will mean a significant increase in the
total amount of aircraft payment obligations to which easyJet will be subject. In the case of debt or lease
finance, there can be no assurance that lenders or counter-parties will be available to easyJet at the times
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needed and with financing packages at affordable costs. In the case of aircraft held under lease, such leases
cannot generally be terminated by easyJet without substantial financial penalty. If growth in passenger
numbers and revenues do not keep up with the planned expansion of easyJet’s fleet, easyJet could face
difficulties meeting its aircraft payment obligations and could suffer substantial adverse effects to its financial
condition.

easylet’s relationships with London Luton Airport and Liverpool Airport

London Luton Airport has been a key element in easyJet’s success. Approximately 60 per cent of easyJet’s
passengers travel through London Luton Airport. Ten of easyJet’s fleet are based at London Luton. easyJet 13
also a key customer for London Luton Airport and easyJet believes that it represents approximately 65 per
cent of London Luton Airport’s total annual passengers. At present, easyJet pays London Luton Airport an
average passenger charge of £2.22 for each departing passenger. London Luton Airport believes that it could
be entitled, in the absence of a commercial agreement to the contrary, to charge the full tariff or “rack rate”.
This figure could be in the region of £7.8% for each departing passenger. Should London Luton Airport
attempt to impose this charge, easyJet will seck legal redress, although there can be no assurance that easyJet
would be successful with any such proceedings. Should charges at London Luton Airport be increased there
could be, depending on the size of the increase, a deterioration in the operating and financial strength of
easyJet’s business. For the year ended 30 September 2000, approximately 1,922,000 easyJet passengers
departed from London Luton Airport.

London Luton Airport Operations Limited and easyfet have recently settled a dispute regarding the purported
termination of easyJet’s agreement relating to the provision of airport services at London Luton Airport, and
have agreed that this agreement will come to an end in February 2001. If no new agreement were entered into
thereafter and the charges imposed on easyJet by the airport for such services were to increase to the rack rate,
costs for the financial year ending 30 September 2001 would increase by approximately £8.2 million. easyJet
has been seeking to negotiate a new agreement for three years and continues to do so. Prior to the end of
October 2000, the Company had received an offer from London Luton Airport at a price per departing
passenger which represented a discount to the tariff of £7.89 proposed by the airport, but nevertheless a
significant increase over the current price. The Company rejected this offer and proposed an alternative
framework for negotiation. This, together with the compromise as to the date of terminarion of the current
agreement, gave the Company grounds for expecting to be able to reach a mutually acceptable arrangement
with the airport. Recent press statements attributed to London Luton Airport Operations Limited and a letter
received from it in Navember 2000 suggest that London Luton Airport Operations Limited considers that the
parties are still a long way apart in the negotiations. Depending on the actual level of charges levied at London
Luton Airport, easyJet may locate some or all of its planned additional capacity at its bases in Liverpool and
Geneva. easyJet is also intending to create an additional base in Amsterdam during 2001, However, routes out
of London Luton Airport are generally more profitable than those operated out of easyJet’s bases in Liverpool
and Geneva. This is partly because these latter routes have been established for a shorter pertod of time, but it
is also due to other factors, such as market conditions, sector length and airport cost characteristics. To the
extent easyJet’s aircraft are not operated out of London Luton Airport, there is likely to be a shortfall between
the actual operating and financial strength of easyJet’s business and that which could have been achieved with
a more intensive use of London Luton.

easyJet’s current agreement with Liverpool airport contains a provision permitting either party to terminate on
three months’ notice. easyJet has argued that this provision is inconsistent with easyJet’s and Liverpool’s
intention to commit to a long-term relationship as evidenced elsewhere in the agreement and has accordingly
invited Liverpool to agree to a variation striking out this provison. Liverpool has to date declined to agree to
such a variation. Nevertheless, easyJet would seek to resist Liverpool relying on this provision and has been
advised by leading counsel that there are good grounds for so doing. easyJet and Liverpool airport have been
discussing a new long-term agreement to replace the existing arrangement and have signed a heads of terms
which is subject to contract under which easyJet has agreed to an increase in its departure rates per passenger
in exchange for a longer term extending the term of the agreement, subject to certain conditions, to 20 vears.
Nevertheless, if negotiations are not successfully concluded and Liverpool seeks to rely on the clause

terminating the agreement, there can be no assurance that Liverpool will not be successful or that any new }

agreement with Liverpool airport would not provide for a significant increase in charges.

Landing charges and potential problems with airport access

Airport charges represent a significant operating cost to easyJet. Any substantial increase in such charges could
have a material adverse impact on results of operations. In addition to London Luton and Liverpool, easyJet’s i
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third base is Geneva. There can be no assurance that Geneva and other airports will not impose higher airport
charges on easyJet in the future.

In addition to the application of competition law at EU and national levels, the airports easyJet serves in the
UK, including London Luton, are specifically regulated. This means that all users of the airports are required
by law to be treated in a non-discriminatory manner and therefore the ability of easy]et or any other operator
to negotiate preferential terms does not exist or is substantially restricted. At the airports where it has been
permitted and has proved possible, easyJet has sought to negotiate the best arrangements it can make without
regard to the arrangements made by other users of those airports. There can be no assurance that when these
arrangements are due for renewal, regulatory intervention or other factors at these airports would not cause
easyJet’s airport charges there to rise substantially.

In the UK, Heathrow, Gatwick, Stansted and Manchester Airports, but not London Luton or Liverpool, are
“designated” by particularly detailed regulation (see “Air Transport Regulation — Airport Regulation” in
Part IV of this document).

Access to some congested European airports is regulated by a system of historical precedence in relation to slot
allocation. Each slot represents an authorisation to take off or land at the particular airport at a specific time
on a particular day. Airports subject to slot allocation are known as “fully co-ordinated airports.” Although
easyJet’s bases at London Luton Airport and Liverpool are not yet fully co-ordinated, they and a number of
the other airports easyJet serves are capacity constrained to some degree. At fully co-ordinated airports an
airline must use its slots on a regularly timely basis or risk having those slots re-allocated to others. Where slots
are not available, or their availability is restricted, or easyJet cannot use them on a regularly timely basis,
easyJet may have to amend its schedules or reduce aircraft utilisation. Either alternative could have an adverse
financial impact on easyJet. In addition, there is no assurance that easyJet will be able to obtain a sufficient
number of slots at airports to expand its services as it is proposing to do. It is possible that airports not
currently fully co-ordinated may become fully co-ordinated in the future.

At some of the airports to which easyJet flies various operating restrictions apply, including curfews, limits on
aircraft noise levels, limits on the number of average daily departures and runway restrictions, These
restrictions may limit easyJet’s ability to continue to provide or to increase services at such airports. In
addition, there is no assurance that airports at which there are no such restrictions may not implement some or
all of these restrictions in the future or that where such restrictions exist they will not become more onerous.

Potential shortages of specialised personnel

Pilots are generally in short supply in the European airline industry and easyJet must expend significant time
and effort to recruit and retain them. Because pilots have an industry-customary three month notice period
and new pilots take on average six months to recruit and train, there is a time gap that can be difficult to
manage in replacing pilots. Pilot shortages and the difficulties of managing new pilot staffing will be
exacerbated for easyJet during easyJet’s fleet expansion. Similar recruitment issues exist for licensed engineers
which are employed by easyTech and FLSA. Any significant or continuing shortage of highly trained or
specialised employees could have an adverse effect on easyJet’s business and on its growth plans,

easylet is relatively small in size

Compared to other airlines, including some of its competitors, easyJet has substantially fewer aircraft, If
aircraft were unavailable for service due to the need for repairs or for other reasons (other than routine
maintenance), any resulting interruption in service could materially and adversely affect easyJet’s business,
financial condition and operation. The limited number of aircraft and routes operated by easyJet means that
easyJet is less able than larger carriers to spread its operating costs over equipment and routes. easyJet’s ability
to compete effectively with larger carriers may be adversely affected by its relatively small size.

easylet is dependent on key personnel

easyJet’s success depends upon the efforts and abilities of its management team, including Raymond Webster,
the Chief Executive, Stelios Haji-loannou, the Chairman, and other key financial, commercial and operating
personnel. Competition for highly qualified personnel is intense and the loss of any of the senior management
of easyJet could lead to an adverse effect on its business, operating results and financial condition, especially if
an adequate replacement cannot be found within a suitable time period, Furthermore, easyJet does not have
any key man insurance.
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easylet’'s contracts with certain key personnel are not as restrictive as would usually be the case

Whilst the Directors have entered into employment contracts with easyJet UK containing six month restrictive
covenants and notice periods (see “Directors’ Remuneration and Terms and Conditions” in Part VII of this
document) the terms and conditions of employment of other key personnel have no or limited restrictive
covenants or confidentiality obligations. The lack of these terms and conditions means that the Company is
less well protected than other companies from the risk of key employees leaving, failing to keep the Company’s
proprietary information confidential, and joining competitors. This may have an adverse effect on easyJet’s
business.

easylet is exposed to fuel price fluctuations, and increases in fuel costs or fuel shortages could
materially affect operations

Fuel costs constitute a substantial proportion of easyJet’s total operating expenses and significant increases in
fuel costs could materially affect easyJet’s operating costs. Aircraft fuel costs have shown substantial volatility
over the last few years. During the financial yvear 2000 easyJet’s average unit fuel costs in US dollars increased
by 69 per cent. Both the cost and availability of jet fuel are subject to economic and political factors and events
occurring throughout the world that easyJet can neither control nor accurately predict. Substantial price
increases, such as those experienced in the last 12 months, or the unavailability of adequate supplies, could
have a material adverse effect on easy]Jet’s results of operations or financial condition, and could even lead, in
extreme cases, to a curtailment of easyJet’s scheduled services.

easyJet has not entered into any hedging or other arrangements to provide against fluctuations in fuel prices
and therefore easyJet is, unlike many airlines and many of easyJet’s competitors, immediately and fully
exposed to movements in fuel prices. The Company expects to review this policy periodically or if
circumstances change significantly.

Potential disruptions to business systems

easyJet’s ability to receive and process seat purchases, manage reservations and its network, and engage in
other critical business tasks depends on the efficient and uninterrupted operation of its computer and
communications systems. easyJet’s web server is kept at a secure off-site location. easyJet’s other servers are all
in one location at easyLand, and they and the systems are vulnerable to damage, power loss, computer viruses,
third-party disruptions, fire and similar events. The systems are backed up every night and the backup tapes
are stored off-site. Contingency plans exist to ensure that the reservations system could be brought back on-
line within 24 hours in the event of major damage such as fire at easyLand. However, any significant
disruption to easyJet’s systems would damage the airline’s ability to efficiently carry on its business. While
easyJet is in the process of further developing business continuity plans to cover all its major systems and
disruption risks, a comprehensive plan is not yer in place.

Intellectual property rights relating to easylet's yield management system

easyJet has recently received a claim that its yield management system infringes a patent granted in 1993,
Whilst easyJet will resist this claim, there can be no assurance that it will be successful, or that if it fails it will
be able to agree an acceptable licence fee. This may have an adverse effect on the profitability of the Group.

Potential adverse impacts from new routes

As easyJet acquires additional seat capacity, it intends to increase flight frequency on its existing routes, start
new routes and ultimately establish new bases in its route network. Since 1 October 1999, easyJet has
commenced service on five new routes and the winter schedule for 2000/1 envisages a further three new routes.
easyJet continues to review options for opening additional routes. It is possible that easyJet may face greater
competition on some of these new routes than it currently faces on its existing routes. In addition, easyJet may
find that its low-fare service does not gain market acceptance on its new routes. Also, when easyJet commences
a new route, although the load factor tends to be fairly similar to that of existing routes, the average fare
easylet can command is much lower, particularly in the first months of operation, and advertising and
promotion costs are usually higher, particularly if the destination is one not previously served by easyJet. To
the extent easy]Jet is unable to expand its route network successfully, its future revenue and earnings growth
may be limited and its financial strength may be reduced.

Potential probl'éms with the Boeing 737

During the operational life of the world’s 737 fleet there have been a number of reports of, and two crashes in
the early 1990s possibly caused by, rudder malfunction. As a result of extensive analysis and research by
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regulators and the manufacturer, Boeing, a number of modifications were recommended. All easyJet’s 737-
300 aircraft incorporate these modifications. Despite these modifications, there can be no assurance that a
material rudder malfunction or related problem will not occur on one of easyJet’s 737-300s or 700s. easyjet’s
fleet, including its Boeing 737-700s, will require further modifications which are yet to be specified, and these
may come at a material expense to easyJet. Although easyJet’s commonality of aircraft provides easyJet with
what it believes are many advantages, this commonality does increase easyJet’s exposure to risks flowing from
design or systemic manufacturing defects of the Boeing 737 series.

easylet’s engine modification programme may reduce aircraft availability

The 737-300 uses the CFMS6-3 engine, some of which have over the last 12 months been subject to a
mechanical problem with a particular component, the “number 3 bearing”. As a result, the manufacturer
CFM International $.A. (“CFMI”) has issued a service bulletin SB72-923 to reduce the associated inspection
interval, with which easyJet has complied in full. easyJet has also planned a “number 3 bearing” replacement
programme that will be completed for all the relevant CFM56-3 engines by the end of 2000. Although CFMI is
providing replacement engines whilst easyJet’s engines are undergoing modifications and is paying for all the
labour and material costs of this programme, easyJet’s aircraft might be unavailable for flying if the engine
changes occur outside regular planned maintenance periods. This might disrupt operational performance.
Although easyJet and CFMI believe that the programme will remove the problem, this cannot be guaranteed
and further modifications may be required.

easylet is dependent on third party service providers

easyJet has entered into agreements with contractors for most of its aircraft maintenance needs, for the
provision of simulator time for training pilots and at certain airports for passenger and aircraft handling
services, where it considers that such services can be more efficiently provided by third parties. easy]Jet
attempts to obtain competitive rates for all such services by negotiating multi-year contracts at prices that are
either fixed or subject to inflation-linked increases only. In addition, easy]Jet seeks to have unit rates reduced if
levels of business increase markedly during the life of the contract. These contracts are between one and ten
years in length and some can be terminated at earlier dates by either party subject to suitable prior notice.

The loss of the Company’s third party service contracts, any inability to renew them or any inability to
negotiate suitable replacement contracts could result in an adverse effect on the Company. easyJet will need to
enter into similar agreements in any new markets that it enters and there can be no assurance that easyJet will
be able to obtain the necessary services at favourable rates. Although easyJet seeks to monitor the performance
of third parties that provide it with maintenance and passenger and aircraft handling services, the efficiency,
timeliness and quality of contract performance by third party providers are often beyond easyJet’s control,
easyJet expects to be dependent on third party arrangements for such services for the foreseeable future,

casyJet is seeking improvements in the functionality of its reservation system, including through ongoing
negotiations with Hewlett Packard in relation to Open Res. Hewlett Packard has only been prepared to make
available any such improvements at significant extra cost and easyJet is considering alternatives. easyJet has, in
the past, had disputes with Hewlett Packard and a number of disputes are ongoing. There is no guarantee that
there will not be further disputes with Hewlett Packard in the future or that the existing disputes will be settled
acceptably. No assurance can be made that any settlement of these disputes or any increased functionality will
not give rise to additional costs to easyJet.

Government taxes may increase

Airport taxes are levied as a fixed tax on the sale of airline seats in many of the countries in which easyJet
operates. The United Kingdom currently levies one of the highest taxes in Europe, APD, at £10 per sector
outbound from within the UK, with the proviso that if the journey involves a domestic return trip, the return
leg is exempt from APD. This tax was recently heid to be contrary to EU law. As a result, in his annual budget
speech delivered in March 2000, the UK Chancellor of the Exchequer announced the reduction of APD to £5
per sector within the EU, and £20 per sector to points outside the EU, outbound, but removed the exemption
for a domestic return flight. These changes are to come into effect in April 2001.

If there is an increase in- APD which cannot be passed on to passengers this could adversely affect easyJet’s
operations. In -addition, other countries have threatened either to levy airport taxes or to increase them, An
example of this is Switzerland, where a departure tax out of Ziirich has.been suggested for environmental
reasons.
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If there is an increase in the future by any government on taxes on seat sales this may have an effect on
easyJet’s results of operations as would any application of taxes on jet aviation fuel which is currently zero
rated.

An increase in taxes may affect easyJet in one of two ways. First, increase in tax may lead to easyJet losing
customers who are highly sensitive to increases in ticket price. Secondly, since easy]Jet’s fares are often lower
than those of other airlines, increases in taxes which are not proportionate to ticket price would have a larger
proportionate effect on easyJet’s fares than on those of its competitors. This could adversely affect easyJet’s
business.

easylet is exposed to currency fluctuations

The Company’s significant US dollar denominated costs relate to debt financing on aircraft owned by easyJet,
lease financing on aircraft leased by easyJet pursuant to long-term operating leases, maintenance reserves,
engine maintenance and aircraft fuel purchases. In respect of the Company’s US dollar exposure relating to its
aircraft debt financing costs, easyJet’s strategy contemplates the sale of each owned aircraft after
approximately seven years of operations and the use of the US dollar sale proceeds to pay down the
remaining US dollar debt on the aircraft sold. The Directors’ view is that used aircraft will continue to trade in
US dollars and that as a result borrowings in US dollars to acquire aircraft are hedged to the extent of the US
dollar resale value of the aircraft. Other than the protection provided by these arrangements, easyJet’s current
policy is not to hedge any of its US dollar commitments.

Although easyJet operates primarily out of the United Kingdom, a significant portion of the Company’s
business is conducted in currencies other than the pound. As a result of the various locations to and from
which easy]et flies, easyJet has a proportion of revenues and costs denominated in Swiss Francs and Euro-
linked currencies. easyJet’s results of operations and financial condition can be significantly affected by
fluctuations in the respective values of the above-mentioned currencies, most importantly the value of the US
dollar against the pound and other European currencies. Other than as described above, easyJet does not
engage in any foreign currency hedging although it continues to monitor the efficacy of its currency hedging
strategy.

easylet is exposed to the second-hand aircraft market

easyJet has and intends to maintain a young fleet of aircraft. As a result, it expects to replace its aircraft after
relatively short service periods, currently expected to be about seven years per aircraft. Aircraft which are
owned will be sold in the second-hand aircraft market. easyJet will therefore be exposed to fluctuations in this
market so long as it maintains an aggressive aircraft replacement strategy. This exposure may lead to adverse
effects on easyJet’s results of operations or financial condition, including if second-hand prices drop or if
easyJet faces delays in making sales, and especially to the extent that easyJet wishes or needs to rely on the
proceeds of sale of replaced aircraft to discharge debts relating to the financing of such airgraft. This risk is
mitigated by financing the acquisition of aircraft in US dollars, in which aircraft transactions are made. But to
the extent that the proceeds on sale do not match the outstanding debt, the Company will still be exposed to
currency movements (see “easyJet is exposed to currency fluctuations™ in this Part V).

easylet is exposed to interest rate fluctuations

Some of the payments under leases under which easyJet operates some of its aircraft are calculated by
reference to a floating interest rate. As a result, easyJet’s operational results and financial condition can be
affected by fluctuations in the level of interest rates. At present, easyJet does not engage in any interest rate
hedging in relation to floating rate lease or debt payments, however it does lock in rates for short periods.

easylet’s internet sales are dependent on the continued acceptance of e-commerce

easyJet’s ability to sell seats over the internet depends on the continued widespread acceptance and use of the
internet as a medium for commerce. If acceptance and growth of online commerce does not continue, or the
development of e-commerce in some of easyJet’s markets is limited, easyJet will not be able to develop and
maintain the cost-effective salés and distribution operation that it seeks,

Rapid growth in the use of the internet and online services is a recent phenomenon, This growth may not
continue, due ta.privacy concerns or for other reasons. There are few proven products or services in the
internet market. Convincing consumers to purchase travel services online may be particularly difficult because
expenditures on leisure often form a significant proportion of an individual’s disposable income. In addition,
consumers have often relied on travel agents for advice and recommendations as to destinations and
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scheduling, as well as for bookings, and are often accustomed to a high degree of human interaction in
purchasing travel services. easyjet’s growth is partially dependent on customers who have historically used
traditional means of commerce electing to purchase online.

The need to transmit confidential information securely over the internet has been a significant barrier to e-
commerce and communications over the internet. Any compromise of security could deter people from using
the internet or from wsing it to conduct transactions that mvolve transmitting confidential information. easyJet
may incur significant costs to protect against the threat of security breaches or to alleviate problems caused by
those breaches. In addition, alleviating these problems may cause interruptions, delays or cessations in service
to easyJet’s customers, which could cause them to stop using easyJet’s service or to assert claims against
easy]jet.

casyJet retains personal information received from customers. Personal information held offline and online is
highly sensitive and, if such information were made available to third parties without the customer’s prior
consent or if a third party were to misappropriate that information, customers could possibly bring legal
claims against the Company. No assurances can be given that breaches of confidentiality or privacy will not
occur, resulting in possible claims against easyJet or adverse effects on its business.

easylet’s open access policy may give rise to regulatory or legal actions

easyJet operates an open access policy in regard to information. The Board believes that this policy is an
important part of the orange culture and demonstrates the Company’s policy of valuing its employees.
However, in line with good business practice, the Company intends to restrict access to personnel information
and share price sensitive material such as merger and acquisition activity, consolidated financial information
and Board minutes. Apart from this data, virtually all easyJet information can be accessed in the Keyfile system
by many full time employees (see “Business of easyJet — Information Technology™). It is possible that, by
permitting such access, the Company, its employees or the Directors are exposed to an increased risk of
breaking UK legislation on “insider dealing”. To mitigate this risk, the Company proposes to issue guidelines
to warn employees of the dangers associated with misuse of share-price sensitive information. Any adverse
publicity arising from breaches of the applicable regulations and any consequent criticism by the UK
authorities may have a materially adverse effect on the Company’s reputation and its share price.

easyJet may suffer from industrial action

easy]et uses some suppliers which are unionised and as such the airline may be negatively affected by industrial
action outside its control. For example, some airport staff such as emergency fire service providers are union
members. Should the relevant unions elect to take industrial action, for whatever reason, the reliability of
easyJet’s operations could be compromised for extended periods of time. This would have an adverse impact
on customer loyalty and operational and financial performance. '

Furthermore, easyJet could also suffer from employee action from within easyJet. Although the Directors
believe employee relations are generally good, there is no guarantee that this will continue. An example where
change may raise issues in the eyes of employees is in the call centre. As the use of internet as a sales channel

increases, the call centre function wiil increasingly become one of customer service, which will require
different skills.

Establishing self-handling at Geneva may impact performance

easyJet intends to start self-handling of its operations at Geneva in November 2000, Although detailed studies
have been carried out and plans put in place, easyJet cannot guarantee that the transition will occur without
some increases in costs or disruptions to service.

Disruption to surface access to easylet’s base airports

The effectiveness of all airports depends partly on maintaining the surface access links that permit passengers
to reach the airport. Serious disruption to the business of easyJet could therefore be caused by a continued
disruption to the surface links to one of easyJet’s base airports, particularly London Luton or Liverpool. For
example, at London Luton, which accounts for about 60 per cent of easyJet’s total passenger traffic, serious
disruption would occur from any continued problems with either the rail link (primarily north bound from
central London) or with the M1 Motorway which is the main road artery-serving the airport. Since easyJet is
the main user of both these airports any such disruption might not affect other airlines to the same extent.
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easylet’s loan from the Fortis Bank syndicate may be repayable early

The loan advanced to easyJet Aircraft Company Limited by the Fortis Bank syndicate (see “Material
contracts” in Part VII of this document} may (in addition to if it is accelerated due to an event of default)
become repayable in full prior to the scheduled final repayment date if there is a change of control of the
Company at any time or, if the lenders give not less than six months’ written notice expiring on 19 August
2003, on the expiry of that notice. The principal that is currently outstanding under the loan is $63,877,587. A
change of control will occur if a person or group of persons acting in concert (other than Stelios Haji-Ioannou
or any of his brothers or sisters or any connected person of any of them as such term is defined in Section 346
of the Companies Act 1985) acquires more than 50 per cent of the shares of the Company. If the lenders are
not satisfied with the identity of the new owner(s} following a change of control, having consulted with the
Company, they may give notice to the Company requiring it to repay the loan in full within 180 days of the
date of such notice. There can be no assurance that the Company will have the necessary funds if early
repayment of the loan is required under any of these terms.

RISKS RELATED TO EASYJET'S INDUSTRY
easylet operates in a competitive environment/BA’'s sale of Go

The level of competition amongst airlines is high. Airlines compete primarily on fare levels, frequency,
reliability of service, brand recognition, passenger amenities and the availability and convenience of other
passenger services. easyJet’s low cost model means that easy]et is strong in many of these areas, but chooses
not to compete in the area of passenger amenities and services. Some of the airlines with which easyJet
competes are larger and have greater name recognition and resources than easyJet. Some of these airlines are
state-owned, state-controlled or state-protected national flag carriers that have received and may receive in the
future significant amount of subsidies and state assistance from their respective governments. Some airlines are
indeed so large, powerful or well-positioned that they can engage in anti-competitive activities in certain
markets, with or without legal sanction. In particular, in 2001, easyJet intends to establish a base ar Schiphol
Airport in Amsterdam where it will be competing with KLM (see “Business of easyJet — Network™). As a result
competition from KLM or Buzz may increase. There can be no assurance that easyJet will be able to compete
effectively against these airlines, any other industry members, or any new entrants to the industry.

The airline industry has been historically susceptible to fare discounting. This is partly due to the typical airline
cost structure, where there are very low marginal costs in respect of passengers occupying otherwise vacant
seats. There can be no assurance that easyJet’s competitors will not engage in price cutting activity or other
changes in services in an attempt to shift market share away from easyJet. Such competitive activity could have
a significant effect on easyJet’s financial results.

easyJet and a number of its competitors in the low-fare market, such as Go and Buzz, are relatively new
airlines. Head-to-head competition between easyJet and other low-fare airlines on the same city pair routes has
been limited. Ryanair recently publicly expressed an interest in establishing a hub at London Luton because, it
has stated, its current base at Stansted is becoming increasingly congested. This would create significant
additional competition for easyJet, which is currently the largest scheduled airline operating out of London
Luton. It is difficult to predict whether current or future head-to-head competition between easy]Jet and other
low-fare airlines would be sustainable, when and where it may occur, or whether it would adversely affect
easyJet.

On 6 November 2000 British Airways announced its intention to sell Go, its low cost airline subsidiary.
easy]et intends to take care before deciding whether to investigate the acquisition of Go. If it does not acquire
Go, there can be no assurance that any other acquirer of Go, including a management team, will not increase
financial support for Go and/or change its strategy to compete more aggressively with easyJet on the same or
similar routes. If easyJet were to acquire Go, the acquisition might be difficult to carry out without adversely
affecting easyJet’s existing business and may have an adverse effect on easyJet’s financial condition, results of
operations and share price.

easyJet operates primarily short-haul services. As such, easyJet is more exposed to competition from other
modes of transport, such as rail and road, than an airline operating primarily long-haul, intercontinental
services. Most of Europe’s rail companies are owned by the state and are heavily subsidised. Significant
improvements have been made in Europe’s high-speed rail network in recent years and this has resulted in
significant losses of airline market share on certain routes.
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Airlines are exposed to the risk of catastrophic loss

easyJet, like all airlines, is exposed to the potential catastrophic losses that may be incurred in the event of an
aircraft loss, accident or terrorist incident. Although easyJet currently considers its insurance cover to be
appropriate, there can be no assurance that the amount of such coverage available in the event of losses from
catastrophic events will not need to be increased, that insurance premiums will not increase significantly or
that easyJet will not be forced to bear substantial losses from such events regardless of its insurance cover,
Such losses could have a severely material adverse effect on easyJet,

Any loss or accident relating to an easy]et aircraft, even if fully insured, could result in a loss in public
confidence in easyJet as an airline and this could have a material adverse effect on easyJet’s business. In
addition, it may be that an aircraft accident relating to any other low-fare airline, especially a European low-
fare airline, could result in a loss of public confidence in easy]Jet, to the extent that easyJet is perceived, rightly
or wrongly, as conducting a similar business operation. Such an accident could have a material adverse effect
on easyJet.

The airline industry is characterised by low profit margins and high fixed costs

The airline industry is characterised by low profit margins and high fixed costs. The expenses of an aircraft
flight do not vary significantly with the number of passengers carried and, therefore, a relatively small change
in the number of passengers in relevant markets or in pricing, load factors or traffic mix could have a
disproportionate effect on-operating results. In addition, any other minor shortfall in expected revenue levels
could have a material adverse effect on easyJet’s financial performance.

Airline share ownership is restricted by national ownership requirements

It is a requirement of EU law that an EU member state may only permit an air carrier to operate airline services
if the majority of its share capital is owned and the carrier is effectively controlled by member states of the
EEA or their nationals. The carrier must be able to demonstrate this at any time. Failure to do so may result in
revocation of the carrier’s operating licence. Furthermore, the ASA under which easyJet UK currently operates
its Geneva and Zurich routes requires easyJet to be owned and substantially controlled by UK nationals.
Accordingly, the Company’s Articles of Association give the Directors powers to limit the ownership of the
Company’s shares by non-UK nationals and a number of powers to enforce this limitation (see “Further
Information - Memorandum and articles of association”).

RISKS RELATED TO GOVERNMENT REGULATION

Maintenance of easylJet UK's and easylet Switzerland’s operating licences

easyJet UK is authorised to operate by virtue of an operating licence issued by the CAA. The continuation of
such authority is subject to on-going compliance with applicable statutes, rules and regulations pertaining to
the airline industry, including any new rules and regulations that may be adopted in the future. In addition,
easyJet UK is subject to other UK and EU laws and regulations relating to protection of the environment, radio
communications, employment and othet matters.

casyJet Switzerland is authorised to operate by virtue of an operating licence issued by Swiss aviation
authorities, and is designated by Switzerland in accordance with the various ASAs between Switzerland and
other states, including the UK, to exercise the traffic rights accorded to Switzerland thereunder (see “Business
of easyJet — Air Transport Regulation”). At present it is a requirement of Swiss law that Swiss air carriers be
majority owned and controlled by Swiss nationals. It is a requirement of the relevant ASAs that carriers
designated for service by Switzerland under those ASAs be substantially owned and effectively controlled by
Switzerland or nationals of Switzerland. Following the referendum in Switzerland held in May 2000 it is
expected that the EU/Swiss air transport agreement will take effect from a date in 2001 or 2002 {see “Business
of easyJet — Air Transport Regulation™). From that dare the terms of that agreement will supersede the terms
of the ASAs between Switzerland and EU states (save in so far as any of those ASAs may by their terms be
more liberal than the EU/Swiss air transport agreement), and in particular Swiss carriers will be permitted to
be majority owned and effectively controlled by either Swiss nationals or EU nationals.

easyJet Switzerland is majority owned (51 per cent) by Swiss nationals and the majority of its board members
are Swiss resident nationals. Whilst the Directors believe that easyJet Switzerland complies with the
requirements.of Swiss law and the relevant ASAs, the terms of the commercial agreement between easyJet UK
and easyJet Switzerland might be argued as affording easyjet UK a substantial degree of influence upon the
management of easyJet Switzerland by virtue of the management services easyJet UK provides and easy]Jet
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Switzerland's operational obligations to easyJet UK. It might also be argued that the terms of the shareholders’
agreement between the Company and the Swiss shareholders of easyJet Switzerland are such that they afford
easyJet UK a degree of influence beyond that which would normaily be held by a 49 per cent minority
shareholder (see “Material contracts and arrangements” in Part VII of this document.) Whilst to date there has
been no objection raised by the Swiss government to the ownership and control of easyJet Switzerland, and
easyJet Switzerland’s designation by Switzerland under the relevant ASAs has been accepted by the other states
concerned, there can be no assurance that the Swiss government and those other states may not raise such
objections in the future. The Directors believe that the risk of any such objection being raised is small,
particularly in view of the expected taking of effect of the EU/Swiss air transport agreement following which
easyJet Switzerland’s current ownership and control structure will unquestionably satisfy the nationality
requirements of that agreement. (See “Air Transport Regulation — Operating rights” in Part IV of this
document.) Nevertheless, were such an objection to be made it could result in a suspension or revocation of
easyJet Switzerland’s operating licence. Because only some, but not all, of easyJet Switzerland’s routes could
be operated by easyJet UK under its own operating licence and route licences, such a loss of licence for easyJet
Switzerland could have a material adverse effect on easyJet’s business, financial condition and results of
operations.

Airlines are reliant on the provision of air traffic control services

Air traffic in Europe has become increasingly congested in recent years, particularly in the south east of the
United Kingdom, over which a significant portion of easyJet’s flights fly. In the last 12 months there have been
a number of incidents where breakdowns in the system have caused severe disruption to easy]et’s and other
airlines’ schedules. The proposed growth of European air traffic is likely to increase the pressure on the system.
Plans to introduce a new system have been considerably delayed and further disruptions are likely to occur
which, given easyJet’s aim to achieve high levels of utilisation are likely to affect easyJet more than other
airlines and may materially and adversely affect its operational and financial performance.

In addition plans exist for the privatisation of air traffic control in the UK and easyJet, as part of a consortium
with other airlines, has bid to become the operator of the air traffic control systems. There can be no assurance
that a privatised air traffic control system will be any more effective, reliable or able to support expected
demand. The poor performance of the air traffic control system is likely to increase disruptions, increase
passenger delays and have a significant adverse effect on easyJet’s financial performance.

Possible EU actions on airport charges

Agreements between airport operators and airlines are subject to scrutiny from national and EU regulatory
bodies charged with enforcing competition law. For example, in 1995 the European Commission has held
that, in the circumstances involved, dissimilar airport charge arrangements amounted to an abuse by the
Brussels airport authority of a dominant position in violation of Article 82 of the EC Treaty and were therefore
unlawful and unenforceable. Whilst easyJet’s management does not intend to enter knowingly into airport
agreements which are unlawful, there can be no assurance that any agreement that easyJet has entered into or
may enter into in the future with an airport operator or authority, in relation to the airports it serves, will not
be subject to similar scrutiny or that easyJet’s costs would not be adversely affected as a consequence. The
European Commission has (as have some national authorities) strong powers of enforcement and the ability to
impose very substantial penal sanctions for infringements of competition law.

In 1990, the European Commission submitted a proposed regulation requiring charges for aeronautical
services and facilities, including charges imposed by airports, to be reasonably related to cost and to be
assessed on a non-discriminatory basis. Although the proposal was officially withdrawn from the legislative
process in January 1997, a successor proposal with substantially the same content was introduced by the
European Commission in late April 1997. If such a proposal were adopted, there can be no assurance that as a
consequence easyJet’s costs or existing contractual relations with airports would not be adversely affected.

Changes in airline regulation could increase airline costs

The airline industry is heavily regulated and changes to regulations occur frequently. New regulations could
have a negative impact on easyJet’s costs and business model. For example, more onerous safety and/or
security .requirements could impact the airline’s ability to manage quick turnarcunds and therefore may
compromise aircraft utilisation or may impose additional capital or revenue costs. It may not be possible to
pass such costs on to the customer and therefore easyJet’s financial performance could be adversely affected.
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Limitations on pilot and cabin crew working hours

Under the UK CAA flight time limitations regulations easyJet’s UK pilots are limited to 100 flight hours per 28
day period and 900 flight hours per year. Similar CAA regulations apply to cabin crew although they are less
restrictive and allow potentially greater utilisation of cabin crew compared to pilots. However, a recent
European Parliament and Council draft proposal seeks to reduce the cabin crew flight time limitations to bring
them in line with the pilots’ limitations, and to reduce the number of maximum daily duty hours for both
pilots and cabin crew. If this proposal were adopted, or indeed more stringent regulations were to be
introduced, easyJet could be required to hire additional flight personnel. For the year ending 30 Septermnber
2000, the average flight hours per line available pilot pro rated for part-time pilots for easyJet’s UK pilots was
approximately 65 block hours per 28 day period and 792 block hours per year. Over the same period the
average UK cabin crew hours were 63 and 768 respectively.

RISKS RELATED TO THE GLOBAL OFFERING

There has been no prior market for the Ordinary Shares and an active trading market for them may
not develop and continue

Prior to this Global Offering, there has been no public market for the Ordinary Shares. easyJet’s shares are
expected to be listed on the Official List and to trade on the London Stock Exchange. Unconditional trading is
expected to begin on 22 November 2000. However, easyJet can give no assurance that an active trading
market for the Ordinary Shares will develop or, if it develops, will continue. The Global Offering Price may
not be indicative of the market price for the Ordinary Shares at any time following Admission. If an active
trading market does not develop or continue, the liquidity and trading price of the shares could be adversely
affected.

The Ordinary Share market price may be volatile

The trading price of the Ordinary Shares may be subject to wide fluctuations, including in response to seasonal
or other interim variations in its operating results and those of other airlines. In addition, the global stock
markets from time to time experience extreme price and volume fluctuations that affect the market prices of
many airline company stocks. These market fluctuations may adversely affect the market price of the Ordinary
Shares regardless of the Company’s actual performance.

Sales of a substantial number of the Ordinary Shares into the public market after the Global Offering
could adversely affect the price of the shares

Sales of a substantial number of the Ordinary Shares into the public market after the Global Offering or
following the termination of the lock-up restrictions in the Sponsors’ and Underwriting Agreement, or the
perception that such sales could occur, could materially adversely affect the price of the shares and impair the
ability of easyJet to obtain capital through future placings of equity securities. These sales could be made either
by existing shareholders or by a capiral increase undertaken by easy]et to raise additional capital, subject to
the terms of the lock-up agreements, which restrict sales of shares held by the Directors and the existing
shareholders, :

easylet does not currently plan to pay cash dividends on the Ordinary Shares

easyJet has never declared or paid any cash dividends on the Ordinary Shares and does not anticipate paying
cash dividends in the foreseeable future.

Controlling principal shareholders

Immediately following Admission, easyJet Holdings Limited, which is controlled by Stelios Haji-Ioannou and
his family, will hold approximately 75 per cent of the issued share capital of the Company (2ssuming no
exercise of the Over-allotment Option). Subject to the Relationship Agreement (see “Material contracts and
arrangements” in Part VII of this document), easyJet Holdings Limited, Stelios Haji-Ioannou and his family
will thus be in a position to exercise material or decisive influence over the Company’s operations, business
strategy and all corporate activities which require shareholders’ approval, including the election and removal
of directors and significant corporate transactions, which could inter alia impact another party secking to
acquire or merge with the Company. In addition, Stelios Haji-loannou also controls easyGroup IP Licensing,
from which easyJet licences its name and branding, as well as easyEverything, easyRentacar, easyMoney,
easyValue and easy.com, through which Stelios Haji-loannou plans to extend the “easy” brand to other
businesses. Should contlicts of interests arise between easyJet and any of these other companies their resolution
may depend on the operation of the Relationship Agreement entered into between Stelios Haji-loannou,
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Part V - Risk factors

easyJet Holdings Limited and the Company which is described in paragraph 12.1.10 of Part VII of this
document under which they give certain undertakings in relation to the independence of the Company.
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Part VI — Accountants’ report on historical financial information

KPMG Audit Plc

8 Salisbury Square, London EC4Y 8BB

The Directors

easy]Jet plc

easyLand

London Luton Airport
Bedfordshire LU2 918

Credit Suisse First Boston (Europe) Limited Credit Suisse First Boston Equities Limited

One Cabot Square One Cabot Square

London E14 4Q)] London E14 4Q]

UBS Warburg Ltd. UBS AG, acting through its business group UBS Warburg
1 Finsbury Avenue 1 Finsbury Avenue

London EC2ZM 2PP London EC2ZM 2PP

15 November 2000
Dear Sirs

We report on the financial information set out on pages 76 to 100 below. This financial informarion has been
prepared for inclusion in the listing particulars dated 15 November 2000 of easy]et plc.

BASIS OF PREPARATION

The financial information set out on pages 76 to 100 is based on the audited consolidated financial statements
of the Company and of its subsidiary undertakings (collectively referred to as ‘the Group’) for the three years
ended 30 September 2000 prepared on the basis described in note 1.

RESPONSIBILITY
Such financial statements are the responsibility of the directors of the Group who approved their issue.

The Directors of the Group are responsible for the contents of the listing particulars dated 15 November 2000
in which this report is included.

It is our responsibility to extract the financial information set out in our report from the financial statements,
to form an opinion on the financial information and to report our opinion to you. '

BASIS OF OPINION

We conducted our work in accordance with the Statements of Investment Circular Reporting Standards issued
by the Auditing Practices Board. Our work included an assessment of evidence relevant to the amounts and
disclosures in the financial information. The evidence included that previously obtained by us relating to the
audit of the financial statements underlying the financial information. It also included an assessment of
significant estimates and judgements made by those responsible for the preparation of the financial statements
underlying the financial information and whether the accounting policies are appropriate to the Group’s
circumstances, consistently applied and adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial information is free from material misstatement whether caused by fraud or other irregularity or error.
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OPINION

In our opinion the financial information gives, for the purposes of the listing particulars, a true and fair view of
the state of affairs of the Group as at the dates stated and of its profits, cash flows and recognised gains and
losses for the years then ended.

The above opinion is provided solely on the basis of and in accordance with standards and practice established
in the United Kingdom. In the United States, reporting standards and practice are different and the role of the
reporting accountant does not provide for the expression of an opinion in the manner referred to above.
Accordingly, this opinion should not be relied upon as if it had been provided in accordance with United States

standards.

Year to Year to Year to
30 September 30 September 30 September
Consolidated profit and loss accounts Notes 1998 1999 2000
£000 £000 £000
ReVENUE ... n e e e et ee e e 2 77,000 139,789 263,694
CoSt Of 52185, uuuuiiiemniieceieeie st e e e eaens (51,832) {103,848} (191,291)
Gross proﬁt 25,168 35,941 72,403
Distribution and marketing expenses....c.oeevevereenean, (8,277) (16,163) (25,868}
Administrative eXpenses... . i reiereeeereecreerrrenerierersas {6,330) {10,726) (17,875}
Operating Profif .........ccccoeviiviveenirinirere e sseereereens 2.3 10,561 9,050 28,660
Share of operating loss of associated undertaking...... (1,428} (779) —
Total operating profit..........cccveeevrrvrvierrvienivessinessinens 9,133 8,271 28,660
Interest receivable.....oovviiviniiiinie e 1,062 664 1,687
Interest payable ... ..o, 5 (4,319) (7,675) (8,244}
Profit on ordinary activities before taxation............... 5,876 1,260 22,103
Tax on profit on ordinary activities......cceeeeereeesernenns 6 — — —
Retained profit for the year.........ccoeivieiievrinrrinnenn, 5.876 1,260 22,103
Pence Pence Pence

Earnings per share:
Basic and diluted......cccovieeieiiveein e 7 3.2 0.7 11.9

All activities relate to continuing operations. A statement of movements in reserves is given in note 16.
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30 September 30 September 30 September

Consolidated balance sheets Notes 1998 1999 2000
£000 £000 £000
Fixed assets
Intangible aSSers ..coccoiiecinecivniiniee e 8 398 3,327 3,163
Tangible as5ets covvireiiiiniiie e ce e ceee e e e ee e 9 133,590 164,233 202,159
INVESEIMENTS ettt cer st s e r e e e e e s e nreenee 10 {636) — —-—
133,352 167,560 205,322
Current assets
DEBEOLS 1 e cruier e scer e e v er ittt s ee s e e et e e et e sme e eeneeeean 11 8,451 27,497 40,959
Cash at bank and in hand ......oovvieeeieee e eeeee s 13,649 29,845 14,088
22,100 57,342 55,047
Creditors: amounts falling due within one year ........co....... 12 (29,762) (56,882) (84,483)
Net current (liabilities)/assets............covveveiieoieeeeeeeeessrsenns {7,662) 460 (29,436)
Total assets less current liabilities .......ccceeeeeeevvveeeiiiereeeennnn. 125,690 168,020 175,886
Creditors: amounts falling due after more than one year.... 13 (88,497} (127,069) (108,313}
Provisions for liabilities and charges..............cccoovvvveenen.e. 14 — (1,463) {1,854)
INEE ASEELS..veecerireriiieeiiieieieeecteeeverertersnt e snressssesesbeeeseasesn 37,193 39,488 65,717
Sharcholders’ funds — equity ......cccocinvcviiiniiiiie e, 37,193 39,488 65,717
Cash flow information
Year to Year to Year to
Reconciliation of operating profit to net cash flow 30 September 30 September 30 September
from operating activities 1998 1999 2000
£000 £000 £000
OPELALING PrOME coceiiitiii it eeres vttt sr e st eaee e steesetaeee e eeeeesesses 10,561 9,050 28,660
AMOTTISATION 1titiiiiciieetiinteevrrsreer s e srsreee s srsrr s s s tsbbs i s eemmeeeeesenraeerssssnsmnres 11 60 164
DEPreciation (i rerves s e cr e st es e st e e e e et e st erenssannt e senneens 8,193 12,686 15,937
Provision for impairment of fixed a85€t8..cuicerverieereeeccinrsieeiceeie e — — 1,134
Loss/{profit) on sale of @S56L5 .iiivuiimieiieeccr s seee st s s tesea e eeeenns — 91 (65)
(Increase}/decrease 1N debOrs.........ccorviiviivriiiiee e seeeaeesessrseseereseeeesenreses (3,205} (18,225} {11,541)
Increase/(decrease) in Creditors ..ovviviiinirencin et ir it eeeenes e seeens 8,173 21,559 26,280
Net cash inflow from operating activities .....ouvieiiieeeeeeeeecereereeseressessnens 23,733 25,221 60,569
Year to Year to Year to
30 September 30 September 30 September
Consolidated cash flow statements Notes 1998 1939 2000
£000 £000 £000
Cash flow from operating activities ........ccoceervevsvisviressereens 23,733 25,221 60,569
Returns on investments and servicing of finance ................ 20(a) {(4,292) {8,160) {7,937)
TaAXATION 1utiiiiiiiie e rresvrre it ere e rre et aesceesses steeeeeeeemmennreean — — (541)
Capital expentiture .o ienres e 20(a) (64,732) (38,973) {36,339)
Acquisitions and disposals .......ccccouvvriieeieineecnnienrecesie e 20(a) {1,201) 996 —
Cash {outflow)inflow before management of liquid
resources and financing ... eevriiiiieie e e ceeeereen (46,492) {20,916) 15,752
Management of liquid resources .oovvevneeeciecvnrcveviies e, 92,714 — —
FIDANCING 1 1eeveriececiere ettt ee s st s s em e s 20{a) 35,427 37,112 (31,509
{Decrease)/increase in cash in the year..o...ccccooevvvinivenn, {1,351) 16,196 (15,757)

The tax paid in the year ended 30 September 2000 of £541,000 represents a prepayment of tax, which is

recoverable and is included within QOther debtors.
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Year to Year to Year to

Reconciliation of net cash flow to movements 30 September 30 September 30 September

in net debt 1998 1999 2000

£000 £000 £000

{Decrease)fincrease in cash in the year.......oveviviineciiiiiicrccceee e, (1,351) 16,196 (15,757)

Cash flow from (increase)/decrease in debt (note 20a).......cccovvevreeinrveerennns (35,427) {37,112} 31,537

Cash inflow from decrease in liquid reSOUIrces vooiveeniinieesiievienseisressneaens (9,714} — —

Change in net debt resulting from cash flows .......ccocoerrvveevieeirierieen s (46,492) (20,9186) 15,870

Exchange difference on Ioams. i ssecesreeess cssescseessesseeesnes 1,568 (2,845) (14,495)

(Increase)/decrease in net debt for the Year....voeeivviieevcsone s e (44,924) (23,761) 1,285

Net debt at the start of the Year.....c..cooiivrienriin e (38,605) {83,529) (107,290}

Net debt at the end of the year...coovcvv s {83,529) (107,290) (106,003)
Net debt at the end of the year comprises:

At At At

30 September 30 September 30 September

1993 1999 2000

£000 £000 £000

Cash at bank and in hand .....cccooooini v rraee s 13,649 29,845 14,088

Bank and shareholder 10ans .......coociuvivicioiieiececeecee s e (97,178} (137,133) (120,093}

(83,529) (107,250} (106,005)

Year to Year to Year to

Consolidated reconciliations of movements in 30 September 30 September 30 September

shareholders’ funds 1998 1999 2000

£000 £000 £000

Retained profit for the year ... 5,876 1,260 22,103

Foreign currency translation differences (1,046) 1,035 4,098

Shares issued by previous parent undertaking......ccoceeeiiieeiicisieeniiceeeeenns — — 28

Net addition to shareholders’ funds .........c.cccovveeiieniiiiiicccc e 4,830 2,295 26,229

Opening shareholders’ funds.....coiciieiiiieiiiciiccicrnreerre e s 32,363 37,193 39,488

Closing sharcholders’ funds ..........ccoiveeiiiiiiiiieiieee e e enbeeeies 37,193 39,488 65,717

Year to Year to Year to

Consolidated statements of total recognised gains 30 September 30 September 30 September

and losses 1998 1998 2000

£000 £000 £000

Retained profit for the YEar....ceciiiiiciiiciiiicecieeee e es e s snne s 5,876 1,260 22,103

Foreign currency translation differences ........coccvcvviveereicvnrinreessienssinsessenens (1,046) 1,035 4,098

Total recognised gains and losses for the YEar .iv.ivveevveieieeevecinie e 4,830 2,295 26,201

There are no recognised gains and losses attributable to the Group’s share of associated undertakings other

than those included in the consolidated profit and loss accounts.

1. Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered
material in relation to the consolidated financial statements of easyJet plc and its subsidiaries (the “Group™).
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Basis of preparation

The consolidated financial statements are prepared under the historical cost convention and in accordance
with currently applicable accounting standards in the United Kingdom.

easyJet plc was incorporated on 24 March 2000 and, following a group reorganisation effected on 30 April
2000, it acquired from the former parent undertaking, easyJet Holdings Limited, its interests in the group
subsidiaries and substantially all the assets and liabilities in consideration for the issue of shares. The group
reorganisation qualifies for merger accounting and accordingly the Group’s financial statements have been
prepared as if easyJet plc had always been the parent company of the Group. The profit and loss accounts and
cash flow statements reflect the Group’s activities for each of the three years ended 30 September 2000 and the
consolidated balance sheets present the Group’s state of affairs at the end of each of those periods.

Basis of consolidation

The consolidated financial statements incorporate those of the holding company and its subsidiaries for the
years made up to 30 September 2000, 1999 and 1998. The results of subsidiaries purchased by the Group
during the year are consolidated from the date of acquisition.

Goodwill

On the acquisition of a business fair values are attributed to the separable net assets acquired. Goodwill arises
where the fair value of the consideration given for a business exceeds the fair value of such net assets. Goodwill
is capitalised and amortised to the profit and loss account in equal instalments over its estimated useful life,
not to exceed 20 years.

Associates

An associate is an undertaking, not being a subsidiary, in which the Group holds a long term interest and over
whose commercial and financial policy decisions it actually exercises significant influence. The Group’s share
of the profit less losses from associated undertakings is included in the consolidated profit and loss account on
the equity accounting basis. The carrying value of associated undertakings in the Group’s balance sheet is
calculated by reference to the Group’s share of the net assets of such undertakings.

Investments

Fixed asset investments are stated at cost. To the extent that the carrying value exceeds the recoverable
amount, an impairment loss is recognised in the profit and loss account.

Revenue

Revenues comprise the invoiced value of airline services, net of passenger taxes. Revenue from the sale of flight
seats is recognised in the period in which the service is provided. Unearned revenue represents flight seats sold
but not yet flown and is included in Creditors, within Accruals and deferred income.

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less accumulated depreciation. Depreciation is calculated to write off
the cost, less estimated residual value, of assets, on a straight line basis over their expected useful lives to the
Group over the following periods:

Aircraft — airframe, engines and landing gear — 7 years

Aircraft — prepaid maintenance - 3-6 years

Aircraft — spares — 10 years from date of manufacture
Leaschold improvements ~— 5-8 years

Fixtures, fittings and equipment — 3-7 years

Computer hardware and software — 3 years

The aircraft which the Group holds are expected to have an operational life of 20-30 years. However, the
Group has a policy of using recently manufactured aircraft and, therefore, expects to hold them only for a
period of approximately seven years before selling them on to other airlines. Depreciation is charged at
approximately 7.5 per cent per annum which, over a seven year period, reduces the net book value of an
aircraft to its estimated resale value at that time.
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An element of the cost of a new aircraft is attributed on acquisition to prepaid maintenance of its engines and
airframe and is amortised over a period ranging from three to six years from the date of manufacture.
Subsequent costs incurred which lend enhancement to future periods such as long term scheduled maintenance
and major overhaul of aircraft and engines are capitalised and amortised over the length of period benefiting
from these enhancements. All other costs relating to maintenance are charged to the profit and loss account as
incurred.

Advance payments and option payments made in respect of aircraft purchase commitments and options to
acquire aircraft are recorded at cost and separately disclosed. On acquisition of the related aircraft, these
payments are included as part of the cost of aircraft and are depreciated from that date.

Interest incurred on borrowings that fund progress payments on assets under construction is capitalised.

Pensions

The Group contributes to defined contribution pension schemes for the benefit of employees. The assets of the
schemes are held separately from those of the Group in independently administered funds. Group
contributions are charged to the consolidated profit and loss account in the year in which they are incurred.

Employee share schemes

The cost of performance related awards to employees that take the form of rights to acquire or receive shares is
recognised over the period of the employees’ related performance. The cost represents the difference between
the option exercise price (if any) and the market value of the shares at the date of gift or grant. Where there are
no performance criteria, the cost is recognised over the period from gift or grant to when the employee
becomes unconditionally entitled to the shares. Where contingently issuable shares are gifted the cost of the
share gift is recognised upon the crystallisation of the contingency. These costs are included in administrative
expenses.

Deferred taxation

The charge for taxation is based on the profit for the year and takes into account taxation deferred because of
timing differences between the treatment of certain items for taxation and accounting purposes. Provision is
made for deferred tax only to the extent that it is probable that an actual liability will crystallise,

Foreign currencies

The Group holds its aircraft through overseas subsidiaries. The functional currency of these subsidiaries is
considered to be US dollars because they are funded substantially with US dollar loans and the aircraft are
anticipated to be sold for dollars within approximately 7 years of their acquisition. Profits and losses of these
and other overseas subsidiaries are translated into pounds sterling at average rates of exchange during the
. period, with the adjustments to closing rates at the period end being taken to consolidated reserves. The net
assets of the overseas subsidiaries, including the advance payments made to secure the delivery of aircraft, are
translated at closing rates, with gains and losses on re-translation also being taken to consolidated reserves.
Exchange differences on foreign currency borrowings that hedge foreign currency net assets are also taken to
reserves.

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies, other than as referred to above, are
translated using the rate of exchange ruling at the balance sheet date and the gains or losses on translation are
included in the consolidated profit and loss account.

Other exchange differences are taken to the consolidated profit and loss account.

Leases

All of the Group’s lease contracts are of an operating lease nature and are accounted for as operating leases,
where the rental charges are charged to the consolidated profit and loss account as incurred.

Cash

Cash, for the purposes of the cash flow statement, comprises cash in hand and deposits repayable on demand,
less overdrafts repayable on demand, where formal offset arrangements are in place.
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2. Segmental information

All revenues derive from the Group’s principal activity as an airline and include scheduled services, in-flight
and related sales. Substantially all of the Group’s external revenues are earned by companies incorporated in
the United Kingdom.

The Geographical analysis of turnover is as follows:

Year to Year to Year to

30 September 30 September 30 September

1998 1999 2000

£000 £000 £000

Within the United Kingdom......occciviiicciecce e seee e s ees s eaeseneeeen e 28,768 42,780 73,008
Between the United Kingdom and the Rest of Europe........coocecvvvinvenen. 47,704 95,412 177,141
Within the Rest of EUIODPE couuiieciiiecrieviirerereeieieeisss st ssssesessitaeeaeeeeeeerssssten 528 1,597 13,545

77,000 139,789 263,694

All the Group’s operating profit arises from airline-related activities.

The only revenue earning assets of the Group are its aircraft fleet. Since the Group’s aircraft fleet is employed
flexibly across its route network, there is no suitable basis of allocating such assets and related liabilities to
geographical segments.

3. Profit on ordinary activities before taxation

Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
£000 £000 £000
Profit on ordinary activities before taxation is stated after charging/
{crediting):
Amortisation of goodwill..........occriiincr e 11 60 164
Depreciation of tangible fixed assets.....viviiiiiiiceeierreerrererieeeesesieessesseees 8,193 12,686 15,937
Impairment of fixed a85ets .ooivuvieiiiciiienioiiiie e — — 1,134
Remuneration of the auditor and its associates:
AU et e et sttt e retea et e e e eneeranrans 59 110 150
OTRET 1ttt eeraen e e e s e 9 279 212
Operating lease rentals:
ATFCEATE. ool crrner e v et sie s e e et e et e serane e s s et seeeee e e s eneessersanes 1,908 11,019 16,612
OHET 11oievtticeesti s ets et e bbb 9 42 50

Foreign currency translation differences 95 634 (138)

Excluded from the other remuneration payable to the auditor above is £1.5 million in respect of flotation
related services which has been capitalised within the balance sheet,
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Analysis of the key costs included within Cost of sales, Distribution and marketing expenses and
Administrative expenses in the consolidated profit and loss account is as follows:

1998 1999 2000
£000 £000 £000
Ground handling CoSS.....coeevrciireerrc e s 7,246 13,945 27,081
AUTPOIT COSES wutririiiieniiririseiiisieusiisessiasssieisesrasteassttattese st tntusnstnseeareeeasenn 7,761 13,735 23,687
FUEL COBES vvrunrirereesreesrinnntessaressssesisseneorsntessanesiontasosntessarenserasseesanessnssssnss 6,362 11,594 33,715
NaVIZATION COSISiuuriieriiireriiesiiieriiorinierinrmiisssstonmasestormassssernsnresssrenmmrsssesran 6,993 11,733 18,051
Merchant fees and INCENTIVE PAY .cvvvieerricrrierenincseiseessinnessesineerssressessssnsesses 2,887 4,404 6,918
Crew costs, including training. ..o ree e rrereans 7,853 16,585 27,377
MaInteNanCE COSE . ieriiiiiiiertiremii e ieieeirecieeeeremaateraseeansnssesaemtnnsrrarrernsrarares 4,381 10,136 20,589
AVETISING COBLS wocvrrerrrrerrresrireserssrrisserressrsressserssessssesnissieissssssnassansassssenss 3,825 10,249 14,003
OLHET COSES vevvrrarrarerienrrreeriaereiosisisinssrtseraiesssserisrsasrestestasessesssinsssssssnransanes 9,028 14,653 31,064
DePreciation ...ucuiicii i i e s 8,193 12,686 15,937
Aircraft operating lease charges — dry lease (lease of aircraft).................... — 2,070 14,121

Aircraft operating lease charges ~ wet lease (lease of aircraft, including
maintenance, crew and IMSUTANCE COVE) uiviiimmmimmenienieanisiinserieinens 1,908 8,949 2,491
66,439 130,739 235,034

Included within the consolidated profit and loss account as:

LT Y B 1 SO SR 51,832 103,848 191,291
Distribution and marketing eXpenses......coc.ceuiiiveiiieeciieeiiieeaseeeeeeseeeenren 8,277 16,163 25,868
AdMINIStrative EXPEIISES . couriieiieeiiiieriiieaiseeniisaesirnesseesreaseesssssessssessnsessnense 6,330 10,726 17,875
66,439 130,739 235,034

4. Staff numbers and costs

The average number of persons employed by the Group (including executive directors} during the period,

analysed by category, was as follows:

Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
£000 £000 £000
Operations and administration.. ..o vceeriieeniinniniin e eee oo 239 441 855
Sales and Marketing ....ccooocoeeeeieeeieeeeee ety ey e e ere v e e s 155 233 285
394 674 1,140

The aggregate payroll costs of these persons were as follows:
Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
£000 £000 £000
Wages and salaries ........occioei ittt e e 9,913 18,045 32,129
S0CIAL SECUTILY COBS1rrrierirrrrrieriarrersiesirnnrisinnreessiorarrasssssnnssesssssarsasssinnseses 791 1,518 3,303
PerISION COSES .ouirineirairiaaraarssmnenrnneeeaeesses i i rasrrarresaessrssressesnsrnssnsesressrssaas 58 430 1,046
10,762 19,993 36,478
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Details of emoluments, excluding pension contributions, paid by Group companies to the current directors of

easyJet plc are as follows:

1998 1999
Salary/fees Bonus Total Salary/fees Bonus Total
£000 £000 £000 £000 £000 £000
Non-executive:
S Haji-Ioannou............. — — — — —_ —_
A Eilon ...ooovveeveeeee, — — -— 5 — 5
N Hartley ..covveeeennn.... — — — 7 _ 7
Alllsley e, — — — — — —
LON) DT3RO — — — — — —
J Quelch ..o — — — — — -
Executive
R Webster .......ooueeeen.. 120 30 150 195 80 275
C Walton ....eevveeeernnnn, — —_ — — — —
M Cooper ..oocevvrnne...., — — -— — — —
V Hahn-Petersen .......... — — — — — —_
K McMann................. — — —_ — — —
120 30 150 207 80 287
2000
Salary/fees Bonus Total
£000 £000 £000
Non-executive:
S HaJi-I0ANNOU....cceeieticr e e — — —
A BION oo 9 — 9
N Hartley oo 9 — 9
A TSIy v et 1 - 1
DAY ittt s ettt sttt 1 — 1
JQUELCh (e — — —
Executive
RWEDSTEr 1uovrutitiiiic et e 197 76V 273
C Walton weceeeeevveveeerann, 108 12 120
M Cooper wveevirviinecnn, 52 42 94
V Hahn-Petersen 140 23 163
K McMann ....cooevviiecoveeniseenn, 35 — 35
552 153 705
(1)

This amount includes £352,000 in respect of previous years. An accrual bas been made for directors’ bonuses for the period 1 April

2000 to 30 September 2000 but, with the exception of R Webster, no agreement has been reached as to the amounts to be paid to
individual directors. As a result no amounts have been included in the above emoluments relating to specific directors (with the

exception of R Webster).

Pensions contributions paid by the Group on behalf of the directors were as follows:

1998 1999 2000
£000 £000 £000
Non-executive:
S Haji-Joannot . ... et e e — — —
AEHON vttt — — —
N Hartley — —_ —
A lllsley — — —
CDay..cocveeerenns — —_ —
J Quelch — — -
Executive
RO WEDSIET oottt cetee ettt eeeeoeeeee e — 4 12
C Walton........ — _— 5
M Cooper ......... — — 1
V Hahn-Petersen — -_— 10
K MeMann ..o — — 1
— 4 29
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In addition to their fees for services as non-executive directors included above, N Hartley and A Eilon, via
companies which they control, charge easyGroup (UK} Limited for other consulting services, a proportion of
which costs are recharged by easyGroup (UK) Limited to the Group. The total amount recharged by
easyGroup (UK) Limited to the Group for consulting services provided by the companies controlled by
N Hartley and A Eilon was £23,633 (1999: £9,679; 1998: £42,582) and £31,917 (1999: £16,048; 1998: £nil),
respectively. The arrangement for these non-executive directors providing consulting services ceased
subsequent to 30 September 2000. easyGroup (UK) Limited is a related party as explained in note 22,

5. Interest payable

Year to Year to Year to

30 September 30 September 30 September

1998 1999 2000

£000 £000 £000

On bank 10ans ... e e s 4,319 7,675 8,244
On all 0ther Loans ... rrrerr e s s s e srersrrrar s aeerias rnsessnrassr 1,035 1,149 1,380
Amounts capitalised ... (1,035) (1,149} (1,380)
4,319 7,675 8,244

6. Taxation

The Group has not recorded a tax charge during the three years ended 30 September 2000 largely as a result of
the availability of tax losses. The following tax losses were estimated to be available to offset against profits in
future periods.

At At At

30 September 30 September 30 September

1998 1999 2000

£000 £000 £000

United Kingdom .cooiiiimmmrismiiniinieni it sinssissseisinsssssstess s missns s 6,268 12,271 10,392
OWEISEAS e itiiittrtiteseeassiatasersanrebrr s een et e raseeensessa e asnbabentaeeaeesaeos — 16,830 8,117
6,268 29,101 18,509

7. Earnings per share

Basic and diluted earnings per share have been calculated by dividing the profit for the year retained for equity
shareholders by the weighted average number of shares in issue during the year after adjusting for changes to
the capital structure of the Group. ’

The share options were not dilutive during the year ended 30 September 2000 and the share gifts and the share
bonus schemes are contingent upon events which had not materialised at 30 September 2000. Therefore, the
share option and the other share schemes have been excluded from the diluted earnings per share calculation.

The earnings per share are based on the following:

Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
£000 £000 £000
Profit for the year retained for equity shareholders ... 5,876 1,260 22,103
Number Number Number
000 000 000
Weighted average number of ordinary shares in issue during the year
used to calculate basic and diluted earnings per share......ccovceinnnen, 186,443 186,443 186,515

For the share option and other share schemes in place at 30 September 2000, the earnings per share may be
diluted in future years as a result of the following:

» the average fair value of the shares in subsequent periods being higher than their exercise price; and

»  for the share gift and share bonus schemes, a public offering of the Company’s shares will trigger the issue
of those shares.
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8. Intangible fixed assets

Goodwill
£000

Costs
AT OCLODET 1998 ....oeoirri oot s et et eess oo oo es oo eeseee e 409
AQQITONS 11ttt et s 2,989
At 30 September 1999 and 2000 .....ocvvvvueceeeerriereerensrise i essesee oo es s e oo oeeeeseee oo 3,398
Amortisation
AT T OCTODET 1998 ....oooeiirreitiiee ettt sb e e e eeeeses oo 11
Charge fOr the YEar .....iievirniecciire sttt se e 60
AU 30 SEPIEMbEE 1999 .ovuouviiriiarmssississcssaie e aesssses s sssee st s e eeeeeseeee oo 71
ChArge FOr the YEar .....iviiurioerc vttt ssssse oo eceseee s 164
At 30 September 2000........coumivimiriiiicre et 235
Net book value
30 SEPLEMbBEr 1998 w.oc....ioeiirieeiin it e cress s ssse e et oeeeeeee e 398
30 SEPLEmbEr 1999 wovv...voenireiiniee ittt as st seeesece e se s e ooeeee oo seeeeeseeeeen 3,327
30 SePtember 2000 1uu.ivveieices sttt e ee oo eoeeeee oo 3,163
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9. Tangible fixed assets
Payments
on account Leasehold Fixtures,
- aircraft improvements  fittings and
Aircraft deposits - buildings equipment Total
£000 £000 £000 £000 £000

Costs
At 1 October 1998 ..ovevvricvrernierinerensrnrnersinnne 110,023 31,708 324 1,801 143,856
Exchange difference.......cccoovciineniiiniciicnnnn. 2,957 1,202 — s 4,159
Arising on acquisition of subsidiary ............ 600 — — — 600
Additions .....coorciiiiinnriiiin s 59,283 14,484 371 978 75,116
TEANSTELS . cuiiiiiiiiviiiiirinniiieeieee s sisssiasssrsessaees 14,238 (14,238} — — —
Disposals oo (26,584) (14,397} — —_ {40,981)
At 30 September 1999 ... reviiiecciee e 160,517 18,759 695 2,779 182,750
Exchange difference.....cccc.covrvvvverivenrirrunneres 17,683 3,144 — — 20,827
Additions .....oovccecieee e 9,800 32,218 152 2,229 44,399
Disposals ..oocriiciiienieeiiesieenene s {1,073} {7,245) — — {8,318)
At 30 September 2000......ccoorieecniier s 186,927 46,876 847 5,008 239,658
Depreciation
At 1 Qctober 1998 .., 9,558 _— 59 649 10,266 1
Exchange difference.......cccervvenrveverrveesiovenees 312 — — — 312 !
Charge for period.....ccccovvieniicvcnieeeniconnins 11,830 — 117 739 12,686 ]
DiSPosals .ocvvveerrieerinenienniinienr e (4,747} — — _ {4,747y |
At 30 September 1999.......ccociiiiieeiee 16,953 — 176 1,388 18,517
Exchange difference.......cccerieerinneirnneninseninns 2,234 — — — 2,234
Charge for the year .....c.cocivieeeniineiicniiians 14,607 — 193 1,137 15,937
Provision for impairment .......ccoreverrerresrere 1,134 — — — 1,134
DiSPOSAIS 1voeiereecericnnrrresninnreessisraeessesinnrene s (323) — — — (323)
At 30 September 2000.......cocoeeieiiirieeeceee 34,605 — 369 2,525 37,499
Net book value
30 September 1998 ...oooiiiiviiiiicinicinniiicnniees 100,463 31,708 263 1,152 133,590
30 September 1999 ...ooooiiriiirciii 143,564 18,759 519 1,391 164,233

At 30 September 2000, 152,322 46,876 478 2483 202,159

At 30 September 2000, aircraft with a net book value of £150.7 million (1999: £141.5 million; 1998: £99.3
million) were mortgaged to lenders as security for loans.

As part of the directors’ process of assessing the recoverable amount of the Group’s aircraft, they
commissioned an independent valuation of the Group’s fleet at 30 September 2000. The independent
valuation report indicated a softening of the secondary value of the Group’s older Boeing 737-300 aircraft,
which the directors consider has resulted from the release of the new series Boeing 737-700 aircraft. After
considering their in-use value, and in view of the anticipated sale of those aircraft during the year ending
30 September 2002, the directors determined that the carrying value of those aircraft was no longer
recoverable over their remaining useful life to the Group and accordingly a provision for impairment was
recognised in the consolidated profit and loss account amounting to £1,134,000 for the year ended 30
September 2000 {1999: £nil; 1998: £nil).
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Interest, at the applicable rate of LIBOR + 0.8 per cent and LIBID, ultimately capitalised within aircraft and
aircraft deposits was as follows:

Year to Year to Year to

30 September 30 September 30 September

1998 1999 2000

£000 £000 £000

Amounts capitalised during the year ........cccivvreieriininie et 1,035 1,149 1,380
Aggregate amounts included within cost of aircraft and aircraft deposits... 165 702 702

Prior to the delivery of the aircraft the interest capitalised is deferred in Debtors. Amounts deferred as at 30
September 2000 are £1,380,000 {1999: £492,000; 1998: £938,000).

10. Fixed asset investments
(a) Investment in associated undertakings

Share of net

assets

£000

AT 1 OCLODEE 198 oottt sas ettt e sa e a e n b e st st n et e s e st ne et e e aneeres (636)
Share of losses for the PEIIO .. oo st e s et et st e st en e et saessssssse st eteeeeeseessseesssess (779)
AT 24 JUNE 19991 ietouiirvosieetseeeeemeeee s seom e oo esee et ee e ee e se st s ee e oot e ee e eeen (1,415)
Transferred to investment in subsidiary at 20QUISILION........ovvcveiuieeecessicreesniisssteeseee s seresesssesesssseseseas 1,415
At 30 September 1999 and 2000 .....voiiirrirresieerie ettt st ee et eee e v ne st etenene —

On 20 March 1998, the Group acquired a 40 per cent equity interest in easyJet Switzerland SA (then called
TEA Basel AG) for a consideration of £1,201,000. The Group’s share of easyJet Switzerland’s net assets was
£792,000, giving rise to goodwill of £409,000. On 24 June 1999, the Group increased its interest in easyJet
Switzetland as a result of which the status of that company changed from an associate to a subsidiary (see note
10c).

The following information has been included to reflect the Group’s interest in easyJet Switzerland SA as an
associated undertaking for the six months period ended 30 September 1998:

Group's

share

£000

REVENUE citiiiiiieci v eeee e e s e eesnee s e e r et s e oot e e et e e oo 6,624
L05s DEfOre and after TaX . ccieiii ettt st e eenesee s e e st e st e e e e et es s e se sttt eenean (1,428)
FAXEA B85ET8..ueiiicieeverieresiensisnercerras e eessaesteestess e e sesteassssertasasseeseseseaseasesssesenssemeensessessomesessaeses st essesseses 150
CLIITEINE ASSEES 11ivriireeimeesreereermeeonaeteteeieeeerreeireestsrsssrssmesasserassaeebtebtseme e mtsessseeaansaansatessesans st sestessteete oo 4,788
Liabilities due Within O0E FEAT c.ooiivviviive it siee st ceb et e s e e e eessseeane et eeseeessesseetsssse st ests oo er oo ees (3,539)
Liabilitics due after 0N YEAL.....iciciiiicieie ettt e e st ese et eee e e raetea e eeestaesseereeearestanssteetan. (2,035)
INEE HABIITIES -..eoeereee e ettt s et e s et s et st e e emme s e eesensamesses e e eentenssesans (636)
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{b) Acquisition of easyJet Switzerland

Fair value

£000 £000
Fixed assets
Tangible fiXed ASSEL5.1vrv rreeiiiiiiii e e s 600
Current assets
| VI ce ) o OT T SO U PP UPRPPPPR 6,635
Cash at bank and int RANd ..ot e s s e 1,981
Creditors: due within ONE YEAr i (11,304}
Provisions for liabilities and charges........occcvviriciiiiciiinini e i (1,368)
Ner liabilities at acquisition {on 24 June 1999) ... (3,456)
Consideration for acquisition of 40 per cent in the year ended 30 September 1998........... 1,201
Equity accounted losses:
For the year ended 30 September 1998 ... (1,428)
For the period up to the date of becoming subsidiary (24 June 1999} ..o (779) (2,207)
(1,006}
Exchange differences ..ot ises st s e (37)
Consideration paid for acquisition of a controlling interest (on 24 June 1999) ........ccc..... 985
{58)
Net liabilities at ACQUISTEON 11vvreice ittt st et 3,456
GOOAWLLL oo eeeeecretes s rreeee e e ettt e s e ee st ab e e s e s s bans s aesasnsransssessm s bdsbssoban s bns s san s nbeneneaninnaaess 3,398
Goodwill comprises:
Previously recognised. .ot 409
Arising on acquisition (on 24 June 1999) i 2,989
3,398

The previously recognised goodwill of £409,000 for easyJet Switzerland arose as a result of the Group’s
investment in that company on 20 March 1998, where net assets of approximately £792,000 were acquired
with consideration of £1,201,000.

1

No material fair value adjustments were made on acquisition. Goodwill arising on the acquisition of easyJet
Switzerland is being amortised to the profit and loss account over its estimated life of 20 years.

The following information is relevant to an understanding of the Group’s acquisition of easyJet Switzerland
SA during the year ended 30 September 1999. The information represents certain financial information for
easyJet Switzerland SA prepared using the company’s previous accounting policies for the period 1 October
1998 to 24 June 1999 and its previous financial period, 11 months ended 30 September 1998.

11 months 1 October

ended 1998

30 September to 24 june

1998 1999

£000 £000

R EVEIIUE 1.t eeseeeeeeeeciibbiiesesasresersenasnbanes seprnasee s e edb s s aes SR bR e R e e s SR b RE T 80e e R eR T T8 s T s s neee s s st s e 30,583 14,433
OPErating LoSS vvrevurrecrece it s e {14,808) {1,936)
Loss Before and after TAK .o oo iiiiinrnrreerreeesieessernsrasaroecreaerteetibs b i s s b e ba st e s aenrersa s babenbees (14,522} (1,951)
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Since its acquisition by easyJet plc on 24 June 1999, easyJet Switzerland has only traded with other members
of the Group. Its incorporation into the Group has therefore had no impact on the consolidated turnover. It
contributed an operating loss and net cash outflow of approximately £184,000 during the period 25 June 1999
to 30 September 1999.

{c} Details of subsidiaries undertakings

The principal companies in which the Group has interests at 30 September 2000 are as follows:

Country of Class and percentage of

Subsidiary undertakings incarporation Principal activity shares held

easyJet Airline Company Limited...... United Kingdom Airline operator 100% of ordinary shares
easyJet Ramp Limited......cccoeeeenennne. United Kingdom Airline-related services 100% ordinary shares
casyJet Services Limited......ooeeveenenn. United Kingdom Airline-related services 100% ordinary shares
easyJet Switzerland SA ....ocviiiiennnn, Switzerland Airline operator 49% of ordinary shares*
easyJet Aircraft Company Limited ..., Cayman Islands Aircraft trading and leasing 100% of ordinary shares
easyJet Hamburg Limited .......ccvernn. Cayman Islands Aircraft trading and leasing 100% of ordinary shares
Yankee Bravo Aviation Limited ........ Cayman Islands Ajrcraft trading and leasing 100% of ordinary shares
Yankee Charlie Aviation Limited ...... Cayman Islands Aircraft trading and leasing 100% of ordinary shares

* The Group has a 49 per cent interest in easyjet Switzerland SA with an option to acquire up to 100 per cent. easylet Switzerland SA
has been consolidated as a subsidiary from 24 June 1999 on the basis that the Group has actually exercised a dominant influence
over the undertaking since that date. A minority interest has not been reflected in the financial statements on the basis that bolders of
the remaining 51 per cent of the shares in easyJet Switzerland SA have no entitlement to any dividends from that holding and easyjet
plc has an option to acquire those shares for a predetermined consideration.

11. Debtors

Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
£000 £000 £000
Trade debtors 3,944 15,008 21,976
Other debtors 3,327 10,097 5,804
Prepayments and accrued income 1,180 2,392 9,179
8,451 27,497 40,959

12. Creditors: amounts falling due within one year .
Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
£000 £000 £000
Bank 10ans ..oooieeeee et ae e vt 8,681 10,066 11,778
Trade Creditors couuireiiverieeericcernierininieersisinreesesiereessssnssreesssssensesanses 6,769 6,307 11,860
Other taxes and social security — 574 843
Oher CrEAITOTS viiviviievirriresierernienreissiiesietnsesisiertsioristenssssistesesoasins 1,084 2,369 2,884
Accruals and deferred INCOME uivie i ioiireriiere i isiasinrererer e ee s s e e e s eeeaeas 13,228 37,066 57,118

29,762 56,882 84,483
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13. Creditors: amounts falling due after more than one year

Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
£000 £000 £000

Bank loans
Due Within ONe t0 tWO FEATS ..ovieriiiciineiinenirenscee s tsre s ea e essense 9,022 10,577 12,353
Due in tWo 10 fIVE YEAIS cvviicriiieiiineiiinrisnsieriesrsseescesresonrasssnssssssrsssensas 42,720 56,028 52,636
Due after fIVE YEAIS .uvvivivieiirreisiserecerrasrnrasssrarressresasrrassransesssrasssreesssnsen 19,559 42,735 43,326
71,301 109,340 108,315
Shareholders 1oans. ... 17,196 17,729 —
88,497 127,069 108,315

The bank loans financed the acquisition of certain aircraft by the Group. The aircraft acquired with the loans
are provided as security against the borrowings. The bank loans are subject to certain financial and operating

covenants.

Interest and repayment, terms for the bank and shareholder loans are set out in note 21.

14. Provisions for liabilities and charges

Deferred Maintenance
taxation provision Total
£000 £000 £000
At 1 October 1998 ..ottt e e — — —
Arising on acquisition of subsidiary .....c.ccocnrvciniiinicnnin e — 1,368 1,368
Provided during the year....occoeciicciicierc - 95 95
At 30 September 1999, et e —_— 1,463 1,463
Provided during the Year......cocoieciveniiiiieciee it e — 391 391
At 30 September 2000, ciieivierinriienisrrraersisnrreesiessinearrasssrantssssrasreaessesnes — 1,854 1,854

Maintenance provision

The maintenance provision represents the accrued costs of rectifying aircraft prior to their return to the lessors,
* in cases where the maintenance reserve payments to the lessors are insufficient to meet the edtimated costs of
rectification. The aircraft rectification obligations are imposed on the Group in the lease agreements.

Deferred taxation

Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
£000 £000 £000

Amounts unprovided:
Depreciation in advance of capital allowances .....cc.oeevvreriecrnrcinnnreennnen. 103 423 328
Losses available ...ooooviiiiioiii s 1,755 5,235 3,807
Total unprovided deferred tAX ASSEE . uviiiivvrriiresrrrrasrerrreiesrnrerecrrerersrearrenans 1,858 5,658 4,135
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15. Called up share capital

Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
Authorised
Number of ordinary shares of 25 pence each ("000)....coicveiienieriierininceriae — — 400,000
Ordinary shares of 25 pence each (£000) .cormriirceirvcnirrrrerrrcrvrcrerveneee — — 100,000
Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
Allotted, called up and fully paid
Number of ordinary shares of 25 pence each (P000).....ccrvevrecrvrerivrrreerarins — — 186,588
Ordinary shares of 25 pence each (£000) .....ccccvvverrienrcrcnricrsnrrsinniecennes — — 46,647
16. Share capital and reserves
Total
shareholders’
funds
£000
AL 1 OCtOBEr 1007 oo iee e e eeee e et e eetie atn_ raeieeeeeeeeeeteeanr_n_a—a__siatteeteeenteeanrnnanrararenninns 32,363
Group profit for the year 5.876
Foreign currency translation differences ........uicieeiiniie e et s arensa s {1,046)
At 30 September 1998 . ettt e et e et e e e ettt e et e e e eae ot ean et e aeeaeseaerens 37,193
Group PIOfIt fOI The VAT . .oiiivrsicerieeieercrriesrirescorteeeriastesraeeranrsessaraessrenessasnsesarsaessestassnsarsesrusassantassasarens 1,260
Foreign currency translation differences ..oo.oivviiieiirimiiriies it e 1,035
At 30 September 1999 ... o ity et s e e et a e be s b et e e e r e e et bneeanraearaeeatens 39,488
Group profit fOr the FEAT ..o et e et e e e et e et e et e e e e e annpr et e e e eanaa e reras 22,103
Shares issued by previous parent UNAertaking ... ccvoverieeerernreeesiorertseerinrressniaersiersinnssesssssaessssssanssssransarss 28
Foreign currency translation differences ..ot 4,098
At 30 September 2000 . .. i ittt ettt e s ettt d e st et s e e e ke s aem e e e emnenane e aeaaeeennennas 65,717

17. Share options and other share awards

As part of the Group reorganisation, explained in note 1, the Company agreed to establish various share and
share option schemes of which beneficiaries of equivalent schemes, previously established by easyJet Holdings
Limited, would become beneficiaries. The structure of all these schemes requires the relevant employing Group
company to contribute sufficient funds to an employee share options trust to enable it to subscribe for the

shares from the Company at their market value on the date of the subscription.

(a) The Company issued 28,481,073 share options to employees of the Group in September 2000. These
share options were committed to be issued by the Company at various dates during the year ended
30 September 2000 with varying exercise prices dependant upon the dates of employment of the relevant

employees, as follows:
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Exercise Number of
Date easylet plc became committed to issue share options pric: options
May 2000 .ottt et s 1.82 25,518,487
JUNE 2000 oottt e 2.05 2,049,986
SePLember 2000 o.iu vttt sttt 2,28 912,600

28,481,073

The options committed to be issued in May 2000 replaced equivalent share options previously issued by
easyJet Holdings Limited in February 2000.

Except for the 3,286,305 share options issued to A Eilon, a non-executive director of the Company, which vest
on Admission and are exercisable on the second anniversary of Admission of the Company, 25 per cent of the
share options vest at each of the dates below:

»  date of Admission of the Company;
»  first anniversary of Admission;

» second anniversary of Admission; and
» third anniversary of Admission.

Employees may not dispose of any shares that have resulted from the exercise of options within two years of
the date of Admission, except to the extent of settling their liabilities to personal tax, National Insurance
contributions and the exercise price per option exercised. Substantially all the employees have accepted
liability for the employer’s Secondary National Insurance contributions due on the exercise of the first tranche
of the options. It is a condition of grant of the second and third tranches of options that the optionholder

accepts liability for the employer’s Secondary National Insurance contributions due on the exercise of the
options.

Once vested, the options remain in place should the employee leave the Group and may be exercised within a
period ending ten years from the date of grant.

In the absence of an Admission, the share options shall vest after a period of seven years from the date of grant.

An analysis of the movements in the number of share options outstanding is as follows:

Number
Number of share options granted during the perlod‘ 28,481,073
poxercised during the PEriod w.......voevcocvivsmosenesenesnssossoossesen —
Cancelled during the PEriod ........oowcrsesosivtcmsesensos oo —
As at 30 September 2000.......o.oovoio At ettt es ettt 28,481,073

(b) In May 2000 the Company also undertook to grant to employees for no consideration 478,712 shares on
a public offering of the Company’s equity to replace an equivalent scheme previously established by
easyJet Holdings Limited in February 2000. A further 325,912 and 33,983 shares were allocated under
this share gift scheme in June and August 2000, respectively. As at 30 September 2000, the number of
share grants which remained allocated under this share gift scheme were 838,607, No shares are issuable
under this particular scheme if a public offering does not proceed. The shares allocated under this scheme
in May 2000 vest upon Admission and those allocated in June and August 2000 vest upon the first
anniversary of the Admission. Upon issue of the shares under this scheme, there would be a charge to the
profit and loss account equivalent to the fair value of the shares.

(c) In May 2000, the Company also allocated a value of bonus shares to certain employees to replace an
equivalent scheme previously established by easyJet Holdings Limited in April 1999. The award is to
occur at the date of a public offering or private placement of more than 15 per cent of the Company’s
equity, should this occur by 1 March 2002. If the public offering or private placement of more than 15 per
cent of the Corhipany’s equity has not occurred by 1 March 2002, then those employees will retain 50 per
cent of the allocated bonus shares’ value and be entitled to that cash on 1 April 2002. Once, and if,
awarded, the employees have an obligation to retain the bonus shares for at least 2 years after the date of
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award. Awards under this share bonus scheme are conditional upon the participant being in employment
with the Group at the date of a public offering or placement of more than 15 per cent of the Company’s
equity, or 1 April 2002, as the case may be. As at 30 September 2000 shares to the value of £1,460,625
(1999: £1,683,000; 1998: £690,000) were allocated to employees.

Details of share options under the scheme described in (a) granted to the directors of the Company during the

year ended 30 September 2000 are as follows (1999: nil; 1998: nil):
Granted during the
period and
outstanding at
Exercise price 30 September 2000

Date of grant £ Number
Non-executive
S Haji-Ioannou........cieeiiicinarniccinineeeeiseeeeeeeeans — — —
A BION ittt e 26 September 2000 1.82 3,286,305
N Hartley voooniieiceeee i 26 September 2000 1.82 105,336
A TUSIEY oot 26 September 2000 2.28 12,992
C DAY i 26 September 2000 2.28 12,992
Executive
R WEbSIEr .eei ittt et sne e 26 September 2000 1.82 4,381,742
C Walton ..coeeveeceieveiaer it 26 September 2000 1.82 531,947
M COOPEL vttt re e srne s re e ene s rsan s 26 September 2000 1.82 531,947
V Hahn-Perersen ...cooeeeienivninenniiciiiee e s 26 September 2000 1.82 1,063,894
K MeManm s ciens e ceeeeevesenns 26 September 2000 2.05 306,402

[n addition, N Hartley and V Hahn-Petersen were allocated shares to the value of £20,000 and £70,000,
respectively, under the bonus share scheme (c} above and these were outstanding as at 30 September 2000.

In November 2000 ] Quelch was appointed as a non-executive director of the Company. Upon Admission,
J Quelch will be granted 12,992 share options at an exercise price of £3.10 per share under the share option
scheme described in (a) above.

18. Contingent liabilities

(a) On 26 February 1998, the Group commenced proceedings in the High Court against British Airways Plc
(“BA”) for abuse by BA of its dominant position through the alleged unlawful cross-subsidisation by BA
of its wholly owned subsidiary Go Fly Limited {“Go™). Whilst the Group is confident that it is proper to
have brought these proceedings and to continue to pursue them, there can be no assurance that the
outcome will be favourable to it and, in consequence, there can be no assurance the Group will recover
the cost of the proceedings or avoid liability for BA’s legal costs, estimated at up to £005 million,
assuming neither party appeals against the decision.

(b) The Swiss Federal Tax Administration (“SFTA”) has brought two claims against easyJet Switzerland,
both relating to VAT. The first relates to VAT which the SFTA claims should have been charged by
easyJet Switzerland to tour operators for charter services provided, and the second relates to VAT on the
importation of aircraft. Following successive proceedings and appeals, in 1998 the Federal Recourse
Committee for VAT matters, a specialised court dealing with VAT matters, ruled in favour of easyJet
Switzerland, stating that its charter operations were not subject to VAT. In 1999, the SFTA appealed
against this decision to the Swiss Federal Court (the highest court in Switzerland). A decision is expected
before the end of calendar year 2000. easyJet Switzerland has also opposed a VAT charge on the
importation of aircraft into Switzerland. This case has been stayed pending the decision of the Swiss
Federal Court in the proceedings relating to charter operations. The total amount claimed by the SFTA is
approximately £9.4 million plus interest estimated at approximately £1.0 million however, the Group
believes that the majority of this can be re-claimed from its customers in the event the court decides in
favour of the SFTA. To date approximately £3.0 million has been collected from these customers leaving
a maximum potential exposure of approximately £6.4 million plus future legal expenses, estimated at
approximately £0.2 million, plus interest estimated at approximately £1.0 million. Taking into account
further amounts which the Group believes it will collect from these customers and input VAT owed
results in a net estimated potential profit and loss account charge of approximately £1.0 million plus
interest estimated at approximately £1.0 million should the courts decide in favour of the SFTA.
However, management believes that it will be successful in defending the SFTA’s claim.
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19. Commitments
{a) Lease commitments

Commitments under operating leases to pay rentals during the year following the year end analysed according

to the period in which each lease expires were as follows:
Land and buikdings

Year to Year to Year to

30 September 30 September 30 September

1998 1999 2000

£000 £000 £000

Expiring in years two to fIVe...ciieeiirieeninreiroiiecssisiesssvanees s saesesssessesenesras 60 60 67
Aircraft

Year to Year to Year to

30 September 30 September 30 September

1998 1999 2000

£000 £000 £000

Expiring int YEArs tWo 10 fIVE .vvveviivervaereerorerinrrerssrnnnnsissioriannesersersnnnessssansns — 3,312 4,105

Expiring after fiVE YEATS.vvvurivrererrrcrerrarisresinnreessiorinneesssnssiensesesssnsesessersasses — 6,334 11,078

— 9,646 15,183

(b) Other financial commitments

As a result of a purchase agreement entered into in July 1998 and revised in March 2000, the Group is
contractually committed to the acquisition of 32 new Boeing 737-700 type aircraft with a list price of
US $1.3 billion, being approximately £880 million (before escalations, discounts and deposit payments
already made). In respect of those aircraft, deposit payments amounting to £46,878,000 had been made as at
30 September 2000, (1999: £18,759,000; 1998: £31,708,000, for commitments for the acquisition of Boeing
737-700 and other aircraft).

In September 2000 the Group placed a series of orders to purchase aircraft spare parts, totalling
approximately £3.8 million.

The Group is also contractually committed to the purchase of other assets totalling approximately £1.1
million,
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20. Notes to cash flow statements
{a) Analysis of amounts summarised in the cash flow statements

Year to Year to Year to
30 September 30 September 30 September
1998 1999 2000
£000 £000 £000
Returns on investment and servicing of finance
INLETeSt FECRIVEd 1vieiieiiieeiieec ettt e cte s e e e e e s se e enes 1,062 664 1,687
Interest paid on bank and all other loans .....coeueeeeevveoveeeeeeeveisae e (5,354) (8,824) (9,624)
Net cash outflow from returns on investment and servicing of finance....... (4,292) (8,160) (7,937)
Capital expenditure
Purchase of tangible fixed aSSets......iuvuireecrivreeeeieecereee e ees et ees s {65,586) (75,1186} {44,399)
Sale of tangible fixed aSSELS....covierriiviseenieeeerei et s s e s re s 854 36,143 8,060
Net cash outflow for capital expenditture......ocoveveeeeemveereeeeeeeeee e, (64,732) {38,973) (36,339)
Acquisitions and disposals
Investment in associate undertaking ...o....ococovvivviereereece s eeesas (1,201} —_ —_
Purchase of subsidiary undertakings..........ooovvevivieeecrvreseesesssessesens — (985) —
Net cash at bank and in hand acquired with subsidiary ............ocovvueunnn... — 1,981 —
Net cash flow outflow from acqUESTHONS v.v.vveerveveiecerrerssereesesesssesesennns (1,201) 996 —
Financing
INew 1085 FECEIVED cuoviiiirriecie et e e ee et eeeeeons 41,270 61,297 —
LOAn FEPAYITIENTS c.ceiciiecrrrieriirieiecs et e te e ee s eenresmessseesnsestsssemeessoeeseeeesso (5,843) (24,183) (31,537)
Net cash flow from increase/(decrease) in debt voveeeeeeveeoviiie oo, 35,427 37,112 (31,537)
Issue of share capital by previous parent undertaking ...........ccoovveveverrann.. — — 28
Net cash inflow/(outflow) from fiNAncing .........cocevveeeereeeeemervisrerieesisrsa, 35,427 37,112 {31,509)
(b) Purchase of easyJet Switzerland SA on 24 June 1999
£000
Net liabilities acquired:
Tangible fiXed ASSELs..uviuirinii ittt et et N 600
DIEDOIS ...ttt ettt r s bbbt e et teee s 6,635
Cash at bank and it BAN ...t 1,981
CIEAILOTS ettt st et et b bt ee et ea e ee st et et eees s ts st ee e (11,304)
Provisions for Habilities .........iviriciererceie et e ettt (1,368)
INEE LIADILIEIES +..eovvsietict ittt st eae sttt ee st s et s et ee e eaeesso (3,456)
GOOAWILL.. ottt e e s et et en et e st et et et et 3,398
Net consideration up to date of becoOming SUBSIAIArY ....vecveeeveresieeeeeeerresesessse e ses oo (58)
Net
consideration
Equity up to date of
accounted becoming
Cash paid losses subsidiary
£000 £000 £000
Satisfied by:
During the year ended 30 September 1998 ....oovcvveeeieeereeeieeeeeeesesseeeann 1,201 (1,428) (227)
During the year ended 30 September 1999 ...uvciiveevveveeeeerevessesssssnnosiees 985 (779) 206
Exchange difference on date of becoming subsidiary..........c.ocurvoereennnnn, (37)
(58)

95




Part VI - Accountants’ report on historical financial information

21. Financial instruments

The objectives, policies and strategies applied by the Group with respect to financial instruments are
determined at a Group level. The principal financial instruments used by the Group to finance its operations
are cash and loans.

The significant financial risks faced by the Group and the policies that it applies are considered below. No
transactions of a speculative nature are undertaken.,

For the purposes of this note, other than currency disclosures, the only debtors and creditors included are bank
and sharcholder loans, in accordance with Financial Reporting Standard 13, Derivatives and Other Financial
Instruments.

Foreign currency risk

The Group has an international business. Its reporting and principal trading currency is pounds sterling.
Aircraft purchases, sales and leasing transactions together with other aircraft related costs are denominated in
US dollars. The Group also operates, to a lesser extent, in a number of other currencies.

The Group’s trade activity is concentrated in Europe, where there is a matching, to some extent, of the cash
inflows and outflows of different European currencies. The majority of the Group’s trading revenue is derived
in pounds sterling, although a significant amount of revenue is also derived in other European currencies and,
other than fuel, aircraft lease and some of the maintenance costs, the Group’s cost base has a similar profile.
Fuel, aircraft lease and some of the maintenance costs are payable in US dollars and movements in the value of
the US dollar against pound sterling impact these costs to the Group: a strong pound sterling against the US
dollar reduces these costs to the Group.

Approximately 70 per cent of the Group’s assets (that is, its owned aircraft and deposits paid towards the
future acquisition of aircraft) are denominated in US dollars, with the effect that the Group’s balance sheet
and, in particular, shareholders’ funds, can be significantly affected by movements in the rate of pounds
sterling against the US dollar. The Group mitigates the effect of such movements by borrowing in the same
currencies as those US dollar denominated assets. Owned aircraft are anticipated to be sold for US dollars
within approximately seven years of their acquisition. The resulting sale proceeds are expected to be used
largely to pay down US dollar loans and as a result these large US dotllar inflows are not considered to create a
significant currency exposure to the Group.

The US dollar/pounds sterling exchange rates at the respective year end were as follows:

Year end
exchange

rate

+ (Us$ : £)

30 September 1998
30 September 1999
30 September 2000

12 per cent of the total Group costs in the year ended 30 September 2000 were incurred by easyJet
Switzerland, whose functional currency is the Swiss Franc. The costs of that business are translated into
pounds sterling at average exchange rates for the purposes of inclusion into the consolidated profit and loss
account, and the net assets at the year end exchange rate of the Swiss Franc against pounds sterling. To a large
extent, the exposure to the Swiss Franc is mitigated as revenue in that currency is also earned by the Group.
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The table below summarises the Group’s exposures that give rise to the net currency gains and losses
recognised in the profit and loss account. Such exposures comprise the monetary assets and liabilities of the
Group that are not denominated in the functional currency of the operations to which they relate.

US dollars Other Total
£000 £000 £000
TOtAl ASSETS 1.eveiiceeee et e 4,136 3,296 7,431
Total HabilitIes ...c.viirveeisriieeceece oottt (2,821) (90) 2,911}
Net assets as at 30 September 1998 ....oveoveeecveieeeeeeeeeeeeeeee oo 1,315 3,206 4,520
TOTAL @ESETS ...ttt et eeee e 4,880 7,338 12,218
Total HabilIIes ..cveei et e (1,247) {52) (1,299}
Net assets as at 30 September 1999 ...ioiviv oo 3,633 7,286 10,919
TOtal @SSEES eviiii ittt ettt 6,691 3,115 9,806
Total Habilitles ..o iveiiiiieeeee oo e, (726) (1,259) (1,985)
Net assers as at 30 September 2000 ....oiiiiiieeoe oo, 5,965 1,856 7,821
Interest rate risk
The Group does not have a formal policy on the interest profile to be maintained for borrowings. The Group’s
historical borrowings are analysed below between fixed rate and variable rate loans.
Weighted
average Average
interest rate time over
Variable for fixed which
Fixed rate rate rate  interest rate
Total borrowings borrowings borrowings is fixed
£000 £000 £000 % months

Bank loans (US dollar denominated) ........... 79,982 — 79,982 — —
Shareholder loans (US dollar denominated; . 17,196 — 17,196 — —
As at 30 September 1998.....ccvveeeeevveeneinnnn, 97,178 — 97,178 — —
Bank loans (US dollar denominated ........... 119,406 59,013 60,393 6.2 25
Shareholder loans (US dollar denominated) . 17,729 —_ 17,729 — . —
As at 30 September 1999.....occvveeveeieriinn.n. 137,133 59,013 78,122 6.2 25
Bank loans (US dollar denominated) ........... : 120,093 62,639 57.454 6.2 13
Shareholder loans (US dollar denominated) . — — — — —
As at 30 September 2000...cc..ccoevvivvverrnn, 120,093 62,639 57,454 6.2 13
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The maturity of the bank and shareholder loans is set out below.

30 September 30 September 30 September

1998 1999 2000
£000 £000 £000
Bank loans
Due Within 0N YEar ...cciiriiiiiiie e e e sb e st er st e s st snes 8,681 10,066 11,778
Due berween one and two vears .. 9,022 10,577 12,353
Due between two and five years.... 42,720 56,028 52,636
DU OVET fIVE YEATS 1averrerrecreearicareeertenee s sinete e s s rreae e e e esam e e e e s s rrbe s s bene s 12,559 42,735 43,326
79,982 119,406 120,093
Shareholder loans
Due between one and tWo YEATS ..ovvcercimrerricrniiseinis st ssasssresssancans 17,196 17,729 —
TOtal BOANS. ..o ieei ettt rcre s tenesee st s eastesarnbantar st seressneseanesananens 97,178 137,135 120,093

The variable rate bank loans bear interest by reference to the applicable reference rate, being LIBOR + (.9 per
cent to LIBOR + 1 per cent. The variable rate shareholder loans bore interest at LIBOR +0.8 per cent and
LIBID.

The majority of the Group’s financial assets comprise bank balances which attract interest at the applicable
money market deposit rates.

The Group also pays operating lease rentals for the lease of aircraft. The Group’s commitment to aircraft
operating lease rentals for the next financial year are analysed below between those on fixed rate and variable

rate terms.
Weighted Average
average time over
Fixed rate Variable interest rate which
aircraft  rate aircraft for fixed interest rate
Total leases leases rate leases is fixed
£000 £000 £000 % months
Approximate aircraft operating lease
payments due in the financial year
ending 30 September 2001 (payable in
US dollars) ..oocveeeiecinicieni i, 15,183 7,430 7,753 6.8 86

Liquidity risk
The Group prepares periodic working capital forecasts for the foreseeable future, allowing an assessment of
the cash requirements of the Group.

Credit risk
Potential concentrations comprise principally cash and trade debtrors.

The majority of the Group’s trade debtors are represented by amounts due from a few credit card companies,
which are well established companies. The cash balances are held with several major banks. The credit ratings
for the credit card companies and the banks do not suggest there to be significant exposure as a result of these
concentrations.

Funding risk

The most significant investment activity undertaken by the Group historically has been the acquisition of
aircraft. To a large extent, these have been financed by asset-backed bank loans and shareholder loans. The
Group also sells and leases back the aircraft in certain cases to manage its funding risk.
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Fair values of financial assets and liabilities

A comparison by category of book value and fair value of the Group’s financial assets and liabilities is
provided in the table below.

30 September 1998 30 September 1999 30 September 2000
Book Book Book
value  Fair value value  Fair value value  Fair value
£000 £000 £000 £000 £000 £000
Primary financial instruments held to
finance the Group’s operarions:
Banks loans......ccocoieeecviioee e, (79,982) (79,982)  (119,406) (119,406) (120,093)  (120,093)
Shareholder loans............c.ooovvocevveenn.. (17,196) {(17,196) (17,729) (17,729) — —
Cash v 13,649 13,649 29,845 29,845 14,088 14,088

(83,529) {83,529)  (107,290) (107,290) (106,005) {106,005)

The variable rate interest terms on the bank and shareholder loans are agreed on an arms length basis and,
therefore, the fair value of those loans approximate to their book values. The fair value of the banks loans that
are subject to fixed rate interest terms is not considered to be materially different from their book value on the
basis that the period over which the interest terms are fixed is relatively short and that the fixed interest terms
are agreed on an arms length basis.

The fair values of cash approximates to its book value due to its immediate availahility.

22. Related party transactions

The Chairman of the Company, § Haji-loannou, together with certain of his family members, who are
together indirectly the majority shareholders of easyJet Holdings Limited, the parent undertaking of the
Company, advanced loans via easyJet Holdings Limited to the Group to enable it to place aircraft deposits for
the purchase of aircraft from Boeing (‘Shareholder loans’). The Shareholder loans were on an arms length basis
and bore interest at rates of LIBOR + 0.8 per cent and LIBID and were repaid by the Group during the period
ended 30 September 2000. The following information is relevant in relation to the loans:

Year to Year to Year to

30 September 30 September 30 September

1998 1999 2000

£000 £000 £000

Balance outstanding at year end.. .. cererereseesseseresese oo oo 17,196 17,729 —
Interest payable for the year on the 10208 ....ovveereceeeveeeeeoeee e 1,035 1,149 1,380

In August 1999, the Group advanced a £25,000 loan to N Manoudakis bearing interest at LIBOR + 2 per cent.
During the year ended 30 September 2000, the loan, together with accrued interest of £1,888, was repaid.
N Manoudakis served as a director of the Company from 24 March 2000 to 10 August 2000. N Manoudakis
also served as a director of easyJet Airline Company Limited, a subsidiary undertaking of the Company, from
1995 to August 2000,

g easyJet Holdings Limited, the parent undertaking of the Company, of which S Haji-loannou is the ultimate
i controlling party as set out in note 23 below, has undertaken to support the Company financially, subject to its
interest in the Company not falling below 100%.

Subsequent to the year end, S Haji-Ioannou has agreed to provide financial support of up to £20 million to
easyjet Holdings Limited, subject to easyJet Holdings Limited’s interest in the share capital of easyJet plc not
falling below 100 per cent.

R Webster, an executive director of the Company, has an interest in easyJet Holdings Limited, the Company’s
ultimate parent undertaking, amounting to approximately 1 per cent of that undertaking’s share capital. The
purchase of that share capital during the year ended 30 September 1998 by R Webster was financed by a loan
from easyJet Holdings Limited, amounting to approximately US$650,000, which remained outstanding in
that undertaking as at 30 September 2000. The pound sterling equivalent of US$650,000 as at 30 September
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1998, 1999 and 2000 was £382,353, £393,939 and £440,320 respectively. easyJet Holdings Limited and
R Webster are taking steps to transfer this indebtedness to a commercial bank on arm’s length terms.

The Group also transacts with easyRentacar Limited and easyEverything Limited, being companies of which
S Haji-loannou is the majority shareholder. The transactions principally relate to the charging of advertising
costs and web page click-through revenues between the Group and these companies. These charges are
summarised below for the year ended 30 September 2000 (1999: £nil; 1998: £nil), together with the balances
outstanding at that dace (1999: £nil; 1998: £nil).

easyRentacar  easyEverything

Limited Limited

Year to Year to

30 September 30 September

2000 2000

£000 £000

Charges 10 the GrolpP et e s e 34 29
Charges by the Group ... e e e 192 13
Year end debtor/{Creditor) ..ooooiiiiiiiiiie i s s e 24 (9)

The Group sub-leased aircraft from easyJet Switzerland SA in the period that easyJet Switzerland SA was an
associated undertaking of the Group. The total amount paid by the Group to that undertaking for those
services in the year ended 30 September 1999 before it became a subsidiary amounted to £8.9 million (1998:
£1.9 million; 2000: £nil).

23, Ultimate controlling party
The ultimate parent company of the Group is easyJet Holdings Limited, incorporated in Jersey.

By virtue of the shareholding of his family trusts, S Haji-loannou is the ultimate controlling party of the
Group.

24. Companies Act 1985

The consolidated financial statements do not constitute “statutory accounts” within the meaning of the
Companies Act 1985 of Great Britain for any of the periods presented. Statutory accounts for the year ended
30 September 2000 have been filed with the United Kingdom’s Registrar of Companies. Non-statutory
accounts for the two years ended 30 September 1999 have also been prepared. The auditor has reported on
these accounts. The reports were unqualified and did not contain statements under section 237 (2) or (3) of the
Companies Act 19835,

These consolidated financial statements exclude certain parent company statements and dther information
required by the Companies Act 1985, however they include all material disclosures required by generally
accepted accounting principles in the United Kingdom including those Companies Act disclosures relating to
the profit and loss account and balance sheet items.

25. Post balance sheet events

On 5 November the Group assigned any ownership of intellectual property in the trade marks and branding to
easyGroup IP Licensing Limited, in exchange for a perpetual licence to use such intellectual property for a
nominal rent. easyGroup IP Licensing Limited is a company of which § Haji-loannou is the majority

shareholder.

In October 2000, the Group entered into an agreement for the sale and subsequent leaseback of three of the
new Boeing 737-700 type aircraft ordered in the agreement dated March 2000. One of those aircraft was
delivered in October 2000 and the other two are due to be delivered during the course of the remainder of the
current year.

Yours faithfully
KPMG Audic Pl
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1. INCORPORATION

The Company was incorporated and registered in England and Wales on 24 March 2000 under the
Companies Act 1985 (the “Act™) as a private company limited by shares with the name easyJet Limited
and registered number 3959649,

By resolution dated 12 October 2000, the Company resolved to re-register as a public limited company.
The re-registration became effective on 16 October 2000. The head office and registered office of easy]Jet
plc is easyland, London Luton Airport, Luton, Bedfordshire 1.U2 9LS.

The principal legislation under which easy]et plc operates is the Act and the regulations made thereunder.

2. SHARE CAPITAL
2.1 The authorised and issued fully paid share capital of the Company at the date hereof is set out below:

Issued and

fully paid or

credited as

Authorised fully paid

Ordinary shares of 25 pence 400,000,000 186,586,920

2.2 On incorporation, the authorised share capital of the Company was £100,000,000 divided into
100,000,000 ordinary shares of £1 each, one of which was issued fully paid or credited as fully paid. On
incorporation there was one subscriber, Luciene James Limited, 83 Leonard Street, London EC2A 4Qs,
holding one share. On 24 March 2000, that share was transferred to easyJet Holdings Limited.

2.3 Omn 30 April 2000 the Company entered into two share purchase agreements and a share exchange
agreement pursuant to which the Company acquired easyJet Holdings Limited’s entire interest in shares
of its subsidiary companies and easyJet Switzerland. In consideration of such acquisitions, the Company
issued 46,646,729 of its ordinary shares to easyJet Holdings Limited.

2.4 By an ordinary resolution of the Company passed on 14 September 2000:

2.4.1 the authorised and issued ordinary shares of £1 each were each sub-divided into four ordinary
shares of 25 pence each, being 186,586,920 ordinary shares of 235 pence each; and

2.42 the authorised and unissued ordinary shares of £1 each were each sub-divided into four ordinary
shares of 25 pence each, being 213,413,080 ordinary shares of 25 pence each. .

2.5 On 12 October 2000, immediately prior to the re-registration of the Company as a public limited
company, one share of the Company was transferred from easyJet Holdings Limited to easyJet Nominees
Limited (a wholly owned subsidiary of easyJet Holdings Limited) holding such share as nominee for
easyJet Holdings Limited. The purpose of this transfer was to comply with the requirement for public
companies to have at least two shareholders.

2.6 By ordinary and special resolutions passed on 14 November 2000:

2.6.1 pursuant to Section 80 of the Act and in substitution for all existing authorities, the Directors were
generally and unconditionally authorised to allot relevant securities (within the meaning of
Section 80 of the Act) up to an aggregate nominal amount of £46,223,002 such authority to
expire {unless previously renewed, varied or revoked by the Company in general meeting) at the
conclusion of the next annual general meeting of the Company following the passing of the
resolution or, if earlier, at midnight on 31 December 2001 provided that the Company may before
such expiry, or the expiry of any renewal of the authority, make an offer or agreement which
would or might require relevant securities to be allotted after such expiry and the directors of the
Company may allot relevant securities in pursuance of such an offer or agreement as if the
authority had not expired;

accordance with Section 95 of the Act to allot or make offers or agreements to allot equity

|

|

|

\

| 2.6.2 in substitution for all existing authorities, the Directors were empowered pursuant to and in
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securities (within the meaning of Section 94 of the Act} wholly for cash as if Section 89(1) of the
Act did not apply to any such allotment, provided that such power was limited to:

(a) the allotment of 63,000,000 Ordinary Shares in connection with the Global Offering;

(b} the allotment of up to 949,884 Ordinary Shares in connection with the Share Gift and the
Share Bonus Scheme;

(c} the allotment of securities to satisfy the Company’s obligations in respect of the Over-
allotment Option pursuant to the Sponsors™ and Underwriting Agreement;

(d) the allotment of Ordinary Shares in respect of options issued pursuant to the New Share
Option Schemes;

(e) the allotment after Admission of equity securities in connection with a rights issue in favour
of the holders of Ordinary Shares, or in connection with any other form of issue of such
securities in which holders are given the right to participate, in proportion (as nearly as
maybe) to the respective number of Ordinary Shares held by them, but subject to such
exclusions or other arrangements as the Directors consider necessary or expedient in relation
to fractional entitlements or legal or practical problems arising in connection with the laws
of, or of the requirements of any generally recognised regulatory body or stock exchange in,
any territory or by nature of shares being represented by depositary receipts or otherwise
howsoever; and

(f) the allotment after Admission (otherwise than pursuant to sub-paragraphs 2.6.2(a}, 2.6.2(b),
2.6.2(c), 2.6.2(d) and 2.6.2(e) above) of equity securities up to an aggregate nominal amount
of £3,131,710 or, if less, the amount equal to five per cent of the issued share capital of the
Company immediately following Admission, provided that such power shall expire on the
date the Section 80 authority referred to above expires provided that the Company may
before such expiry, or the expiry of any renewal of the power, make an offer or agreement
which would or might require equity securities to be allotted after such expiry and the
directors of the Company may allot equity shares in pursuance of such offer or agreement as
if the power had not expired.

2.7 Options over a total of 28,481,073 Ordinary Shares have been granted for no consideration under or on
the terms of the Pre-Flotation Share Option Schemes as follows:

Date of

original Exercise When
Number of Ordinary Shares grant Price exercisable
25,518,487 29.02.00 £1.82 *
2,049,986 i 26.09.00 £2.05 *
912,600 26.09.00 £2.28 *

12,992 22.11.00 £3.10

Under the rules of the easyjet Key Employee Pre-Flotation Share Option Scheme and the easyJet Switzerland Key Employee Pre-
Elotation Share Option Scheme, pursuant to which these options were granted, options vest and can be exercised as to 25 per cent of
the option shares on Admission, with a further 25 per cent of the option shares vesting on the anniversary of Admission for each of
the following three years, Ordinary Shares received on exercise may not be disposed of earlier than the second anniversary of
Admission although shares can be sold to meet the exercise price and any tax and national insurance liabilities arising on exercise.
Amir Eilon’s options over 3,286,305 Ordinary Shares vest in full on Admission but are not exercisable until the second anniversary
of Admission.

2.8 On Admission, Ordinary Shares with an aggregate value of up to £1,460,625 will be allotted to
individuals under the Share Bonus Scheme and up to 478,712 QOrdinary Shares will be allotted to certain
employees of the Group under the Share Gift. Up to a further 359,895 Ordinary Shares will be allotted
under the Share Gift on the first anniversary of Admission provided the relevant employees are still
employed with easyJet at such date. In addition if a further new Non-Executive Director is appointed
prior to Admission he will be granted options over 12,992 Ordinary Shares at the Global Offering Price.

2.9 Following the Global Offering, the authorised share capital of easyJet plc will be £100,000,000 divided
into 400,000,000 Ordinary Shares of which 250,536,804 such Ordinary Shares will be issued fully paid
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and 149,463,196 such Ordinary Shares will be unissued. A total of 29,332,672 Ordinary Shares will be
reserved for issue under the terms of the Pre-Flotation Share Option Schemes and the Share Gift described
under paragraph 7 below together with Ordinary Shares with an aggregate value of up to £1,460.625
{equivalent to 471,172 Ordinary Shares at the Global Offering Price) under the Share Bonus Scheme also
described under paragraph 7 below.

2.10 The provisions of Section 89(1) of the Act (to the extent not disapplied as referred to in paragraph 2.6.2

2.11

2.12

above) confer on shareholders rights of pre-emption in respect of the allotment of equity securities (as
defined in Section 94 of the Act) which are, or are to be, paid up in cash. Statatory rights of pre-emption
have been disapplied in order (i) to permit the Directors to allot the New Ordinary Shares for which
subscribers are being procured by the Underwriters pursuant to the Global Offering and also to allottees
under the Share Bonus Scheme and the Share Gift; (if) to permit the Directors to allot the New Ordinary
Shares the subject of the Over-allotment Option; (iii) to give the Directors flexibility in relation to rights
or other pre-emptive issues; (iv) to permit the Directors to allot Ordinary Shares in connection with the
New Share Option Schemes and (v} to permit the Directors to allot Ordinary Shares for cash having a
nominal value of up to 5 per cent of the issued ordinary share capital of the Company following the

Global Offering.
Save as disclosed in this paragraph 2 and paragraphs 5, 7, 9 and 12 of this Part VII:

2.11.1 no share or loan capital of the Company or any subsidiary of the Company is under option or
agreed conditionally or unconditionally to be put under option; and

2.11.2 since incorporation:

{a) there has been no alteration in the share or loan capital of easyJet plc and no material
alteration in the share capital of any subsidiary of the Company;

(b) no share or loan capital of easyJet plc or any subsidiary of the Company has been issued or
agreed to be issued; and

(c) no commissions, discounts, brokerage or other special terms have been granted by the
Company or any subsidiary of easyJet plc in connection with the issue of any share or loan
capital.

easyJet UK’s former Vice President of Sales and Marketing, Anthony Anderson, claims that he is entitled
to a quantity of shares in easyJet UK. Mr Anderson claims that under his contract made in June 1995, he
was required to purchase £5,000 worth of shares in easyJet UK and that that company agreed to grant
him a loan to purchase those shares. In a later memorandum it was stated that he had purchased those
shares, a loan had been made and that the advances of the loan were to be deducted from Mr Anderson’s
payroll. None of these actions ever occurred and there is no record of any of these transactions having
occurred in easyJet UK’s books. In 1995 these shares would have represented less than 0.1 per cent of
easyJet UK. The Company has investigated these claims and believes that the agreement to issue the
shares was subsequently varied so as to release Mr Anderson from his obligation to purchase the shares.
In 1997 all share entitlements and options in easyJet UK of all staff {including Mr Anderson) were
transferred to easyJet Holdings Limited. In October 1998 Mr Anderson ceased employment with easyJet
UK and commenced employment with easyEverything Limited on 1 December 1998. On this transfer he
agreed to transfer all his interest in easyJet to easyEverything Limited, in which he was granted 74,700
shares of £1 each (0.7 per cent) without any cash payment on his part in place of his interest in easy]et
UK. No reference was made to the claimed shares in easyJet UK at that time and the Company considers
that prior to or in any event at that date he had lost any rights to acquire shares in easyJet. Mr Anderson
resigned from the easy Group in 2000 without mentioning his entitlement to shares in easyJet UK to join
the Egg group of companies. So far as the Company is aware, Mr Anderson did not make any claim in
respect of any such shares until the period immediately prior to this flotation. The Company has rejected
his claim. The Company believes that three or more individuals who have left the employ of easyJet may
make similar claims to be entitled to shares. The Company believes that all such persons have been
appropriately compensated in respect of their involvement with easyJet and would reject any such claims,
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3. SUBSIDIARY UNDERTAKINGS

3.1 The business of easy]Jet plc and its principal activity is to act as the holding company of easyJet Aircraft
Company Limited, easyJet UK, easyJet Hamburg Limited, easyJer Switzerland S.A., Yankee Bravo
Aviation Limited and Yankee Charlie Aviation Limited.

3.2 easyJet plc is the holding company of the Group. The subsidiary undertakings of easyJet plc are listed

below:
Issued and fully paid Proportion of
Name and registered office Principal activity share capital capital held
easyJet Airline Company Limited, Airline operating 14,000,000 ordinary 100%
easyLand, London Luton Airport, shares of £1 each
Luton, Bedfordshire LU2 9LS
easyJet Airports Limited, easyLand, Not trading 1 ordinary shares of £1 100%
London Luton Airport, Luton,
Bedfordshire LU2 91§
easyJet Ramp Limited, easyLand, Aircrafy handling services 1,000 ordinary shares of 100%
London Luton Airport, Luton, £1 each
Bedfordshire LU2 SLS
easyJet Services Limited, easyLand, Passenger handling and 1,000 ordinary shares of 100%
London Luton Airport, Luton, flight despatch services £1 each
Bedfordshire LU2 9L§
easyJet Aircraft Company Limited, Aircraft holding 101 ordinary shares of 100%
*Cayside”, Shedden Road, US%1 each
P.O. Box 1782, George Town,
Grand Cayman, Cayman Islands
easyJet Hamburg Limited, “Cayside”,  Aircraft holding 100 ordinary shares of 100%
Shedden Road, P.O. Box 1782, US$1 each
George Town, Grand Cayman,
Cayman Islands, BW1
*easyJet Switzerland S.A., Airline operating 29,200 registered class A 49%
5 Route de I'Aeroport, shares of a par value of
1215 Geneva 15, Switzerland CHF1,000 each and

19,460 registered class B

Preference Shares of a par

value of CHF100 each
easyJet Tours SARL,

88 avenue Louis-Casai, Sales one share of par value 49% held
1216 Cointrin, Switzerland CHF 19,000 and one share indirectly
of par value CHF 1,009
Yankee Bravo Aviation Limited, Aircraft holding 2 ordinary shares of 100%
“Cayside”, Shedden Road, US$100 each

P.O. Box 1782, George Town,
Grand Cayman, Cayman Islands,

BWI

Yankee Charlie Aviation Limited Aircraft holding 2 ordinary shares of 100%
“Cayside”, Shedden Road, US$100 each
P.O. Box 1782, George Town,
Grand Cayman, Cayman Islands

easyJet Spain S.L., Calle Balmes 195, Website address holding 1,000 shares of €3.006 100%
503a, Barcelona, Spain and staff employing each

easyJet B.V., Locatellikade 1, Website address holding 40 shares of NLG 1,000 100%
1076 AZ, Amsterdam, and staff employing each
The Netheriands

easyJet Cyprus Limited Website address holding 1,000 shares of Cyprus 100%
Berengaria Building, £1 each

25 Spyrou Aracuzou Street,
3036 Limassol, Cyprus

easyfet plc has an option over the remaining 51 per cent of easyjet Switzerland.
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4.2

MEMORANDUM AND ARTICLES OF ASSOCIATION

The Memorandum of Association of the Company provides that the Company’s principal objects are to
carry on business as an airline and air transport undertaking and to act as a holding company. The objects
of the Company are set out in full in clause 4 of the Company’s Memorandum of Association.

The Articles of Association of the Company (the “Articles”) were adopted pursuant to a special resolution
of the Company passed on 14 November 2000 and contain provisions, inter alia, to the following effect:

4.2.1 Limitations on share ownership

The Directors are given the powers described below under the Articles to take action to ensure
that the amount of shares held in the Company by non-UK nationals does not reach a level which
could jeopardise easyJet’s entitlement to continue to hold or enjoy the benefit of any authority,
permission, licence or privilege which it or any of its subsidiaries holds or enjoys and which
enables an air service to be operated (each an “Operating Right”). In particular, the UK/Swiss
ASA requires that in order to obtain and retain an operating licence, a UK designated air carrier
must be majority owned and effectively controlled by UK nationals. The UK/Swiss ASA does not
specify what level of share ownership will confer effective control on a holder or holders of shares.
The Directors may, from time to time set a “Permitted Maximum” on the number of shares of
easyJet plc which may be owned by non-UK nationals at such level as they believe will comply
with the UK/Swiss ASA and any other ASAs pursuant to which the Group has Operating Rights.
This tevel will initiatly be set at 40 per cent.

The Articles allow the Directors to relax the ownership limitations such that rather than restrice
ownership by non-UK nationals, the limitations will only apply to non-Qualifying European
Nationals at such level as they believe will comply with the EC Licensing Regulation and EEA
Agreement.

The Operating Rights under which easyJet UK operates the vast majority of its routes (all of those
between member states of the EEA) are granted pursuant to the EC Licensing Regulation and EEA
Agreement (see “Air Transport Regulation” in Part IV of this document). The EC Licensing
Regulation and EEA Agreement require that in order to obtain and retain an operating licence, an
EU air carrier must be majority owned and effectively controlled by EEA nationals (“Qualifying
Nationals”). The limitations under the UK/Swiss ASA described above are more stringent than
those required by the EC Licensing Regulation and EEA Agreement and therefore whilst such
limitations apply, easyJet UK will also be compliant with the ownership requirements of the EC
Licensing Regulation and EEA Agreement,

The Company will maintain a separate register (the “Separate Register”) of shares it which non-
UK nationals, whether individuals, bodies corporate or other entities, have an interest (such shares
are referred to as “Relevant Shares™ in the Articles). An interest in this context is widely defined.
The Directors can require relevant members or other persons to provide them with information to
enable a determination to be made by them as to whether shares are, or are to be treated as,
Relevant Shares. If such information is not available or forthcoming or is unsatisfactory then the
Directors can, at their discretion, determine that shares are to be treated as Relevant Shares.
Registered holders of shares are also obliged to notify the Company if they are aware that any
share which they hold ought to be treated as a Relevant Share for this purpose.

The Directors may determine that it is necessary to take steps to protect any Operating Right or
the status of the Company or any subsidiary as an EU or UK airline or air carrier by reason of the
fact that, broadly, an Operating Right has been or is threatened to be refused, withheld,
suspended or revoked or the aggregate number of Relevant Shares is such that an Operating Right
may be refused, withheld suspended or revoked or the ownership of the Company is otherwise
such that an Operating Right may be refused, withheld, suspended or revoked. In such
circumstances the Directors can inter alia:

(a) remove any Director;

{b) identify those shares which give rise to the need to take action and treat such shares as
Affected Shares (see below); or
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{c} set a Permitted Maximum on the number of Relevant Shares which may subsist at any time
(which may not, save in the circumstances referred to below, be lower than 25 per cent of the
total number of issued shares) and trear any Relevant Shares in excess of this Permitted
Maximum as Affected Shares (see below). The Directors may serve a notice (“an Affected
Share Notice”} in respect of any Affected Share. An Affected Share Notice can if it so specifies
have the effect of depriving the registered holder of the rights to attend, vote and speak at
general meetings which he would otherwise have had as a consequence of holding such
shares. Such an Affected Share Notice can if it so specifies also require the recipients to
dispose of the shares (so that the relevant shares will then cease to be Affected Shares) within
21 days or such longer period as the Directors may determine. The Directors are also given
the power to transfer such shares themselves where there is non-compliance with the Affected
Share Notice.

The rights of the Directors referred to above shall apply until such time as the Directors resolve
that grounds for the making of a determination have ceased to exist and they shall thereupon
withdraw such determination.

The Directors have resolved to set the Permitted Maximum at 40 per cent initially. This Permitted
Maximum may be varied by the Directors, At any time when the Directors have resolved to
specity a Permitted Maximum (other than on the first occasion after the adoption of the Articles
when this is set) or deal with shares as Affected Shares, or relax the ownership limitations, they
shall publish in at least one national newspaper in the United Kingdom (and in any country in
which the Ordinary Shares are listed) notice of the determination and of any Permitted Maximum.
The Directors shall publish, from time to time, information as to the number of shares, particulars
of which have been entered on the Separate Register.

The Directors may not register any person as a holder of shares unless such person has furnished
to the Directors a declaration, together with such evidence as the Directors may require, stating
(a) the name and nationality of any person who has an interest in any such share and, if the
Directors require, the nature and extent of such interest; or (b) such other information as the
Directors may from time to time determine. The Directors may decline to register any person as a
shareholder if satisfactory evidence or information is not forthcoming.

4.2.2  Voting rights

Subject to any special terms as to voting on which any shares may have been issued or may from
time to time be held, at a general meeting of the Company every member who is present in person
(including any corporation present by its duly authorised representative) shall on a show of hands
have one vote and every member present in person or by proxy shall on a poll have one vote for
each share of which he is a holder. In the case of joint holders, the vote of the senior who tenders a
vote, whether in person or by proxy, shall be accepted to the exclusion of the votes of the other
joint holders,

Unless the Board otherwise determines, no member is entitled to vote at a general meeting or at a
separate meeting of the holders of any class of shares, either in person or by proxy, or to exercise
any other right or privilege as a member in respect of any share held by him unless all calls
presently payable by him in respect of that share, whether alone or jointly with any other person,
together with interest and expenses (if any) have been paid to the Company or if he, or any other
person appearing to be interested in such shares, has been issued with a notice pursuant to Article
81 (requiring disclosure of interests in shares) and has failed in relation to any such shares to give
the Company the information required by such notice within 14 days.

4.2.3 Dividends

Subject to the provisions of the Act and of the Articles, the Company may by ordinary resolution
declare dividends to be paid to members according to their respective rights and interests in the
profits of the Company. However, no dividend shall exceed the amount recommended by the
Board.

Subjec.t to the provisions of the Act, the Board may declare and pay such interim dividends
{including any dividend payable at a fixed rate) as appears to the Board to be justified by the
profits of the Company available for distribution, )
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4.2.4

4.2.5

Except as otherwise provided by the rights attached to shares, all dividends shall be declared and
paid according to the amounts paid up {otherwise than in advance of calls) on the shares on which
the dividend is paid. All dividends unclaimed for a period of 12 years after having been declared
or become due for payment shall (if the Board so resolves) be forfeited and shall cease to remain
owing by the Company.

The Board may, with the authority of an ordinary resolution of the Company, direct that payment
of any dividend declared may be satisfied wholly or partly by the distribution of assets, and in
particular of paid up shares or debentures of any other company, or in any one or more of such
ways.

The Board may also, with the prior authority of an ordinary resolution of the Company and
subject to such conditions as the Board may determine, offer to holders of Ordinary Shares the
right to select to receive Ordinary Shares, credited as fully paid, instead of the whole (or some
part, to be determined by the Board) of any dividend specified by the ordinary resolution.

Unless the Board otherwise determines, the payment of any dividend or other money that would
otherwise be payable in respect of Ordinary Shares will be withheld if such shares represent at
least 0.25 per cent of their class and the holder, or any other person appearing to be interested in
those shares, has been duly served with a notice under Article 81 (requiring disclosure of interests
in shares) and-has failed to supply the information required by such notice within 14 days.
Furthermore such a holder shall not be entitled to elect to receive Ordinary Shares instead of a
dividend.

Division of assets on a winding-up

If the Company is wound up, the liquidator may, with the sanction of a special resolution of the
Company and any other sanction required by law, divide among the members in specie the whole
or any part of the assets of the Company and may, for that purpose, value any assets and
determine how the division shall be carried out as between the members or different classes of
members, or vest the whole or any part of the assets in trustees on such trusts for the benefit of the
members as he with the like sanction shall determine, but no member shall be compelled to accept
any assets on which there is a liability.

Transfer of shares

Subject to the restrictions on transfer summarised in this paragraph 4, every member may transfer
all or any of his shares by instrument of transfer in writing in any usual form or in any form
approved by the Board. Such instrument must be executed by or on behalf of the transferor and
{in the case of a transfer of a share which is not fully paid up) by or on behalf of the transferee.
The transferor is deemed to remain the holder until the transferee’s name is entered in the register
of members.

The Board may, in its absolute discretion and without giving any reason, refuse to register any
transfer of a share or renunciation of a renounceable letter of altotment unless all of the following
conditions are satisfied;

(a) it is in respect of a share which is fully paid up;
(b) it is in respect of only one class of shares;

{c} itisin favour of a single transferee or renouncee or not more than four joint transferees or
trenouncees;

(d) it is duly stamped (if so required); and

(e) it is delivered for registration to the registered office for the time being of the Company or
such other place as the Board may from time to time determine, accompanied (except in the
case of a transfer by a recognised person (as defined in the Articles) where a certificate has not
been issued or in the case of a renunciation) by the certificate for the shares to which it relates
and such other evidence as the Board may reasonably require to prove the title of the
transferor or person renouncing and the due execution of the transfer or renunciation by him
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4.2.6

4.2.7

4.2.8

or, if the transfer or renunciation is executed by some other person on his behalf, the
authority of that person to do so,

provided that the Board shall not refuse to register any transfer or renunciation of partly paid
shares which are listed on the grounds they are partly paid shares in circumstances where such
refusal would prevent dealings in such shares from taking place on an open and proper basis.

The Board may also refuse to register any transfer of a share if, in the opinion of the Directors,
such share would, upon transfer, become, or would be capable of being treated as, an Affected
Share, provided that in the case of a share held in uncertificated form the Directors may only
exercise their discretion not to register a transfer if permitted to do so by regulation 23 of the
Regulations.

Unless the Board otherwise determines, a transfer of shares will not be registered if the transferor
or any other person appearing to be interested in the transferor’s shares has been duly served with
a notice under Article 81 (requiring disclosure of interests in shares}, has failed to supply the
information required by such notice within 14 days and the shares in respect of which such notice
has been served represent at least 0.25 per cent of their class, unless the member is not himself in
default as regards supplying the information required and proves to the satisfaction of the Board
that no person in default as regards supplying such information is interested in any of the shares
the subject of the transfer, or unless such transfer is by way of acceptance of a take-over offer, in
consequence of a sale on a recognised stock exchange or a sale to an unconnected party.

Lien and forfeiture

The Company shall have a first and paramount lien on each of its shares which is not fully paid,
for all amounts payable to the Company (whether presently or not) in respect of that share and to
the extent and in the circumstances permitted by the Act.

If any member fails to pay the whole of any call or any instalment of any call on or before the day
appointed for payment, the Board may at any time serve a notice in writing on such member
requiring payment (on a date not less than 14 clear days from the date of the notice), of the
amount unpaid and any interest which may have accrued thereon and any costs, charges and
expenses incurred by the Company by reason of such non-payment. If the notice is not complied
with, any share in respect of which it was given may, at any time before the payment required by
the notice has been made, be forfeited by a resolution of the Board. Such forfeiture shall include
all dividends declared or other moneys payable in respect of the forfeited shares and not paid
before the forfeiture.

*

Variation of rights

If at any time the share capital of the Company is divided into shares of different classes, any of
the rights for the time being attached to any share or class of shares in the Company may be varied
or abrogated in such manner (if any) as may be provided by such rights or, in the absence of any
such provision, either with the consent in writing of the holders of not less than three-quarters in
nominal value of the issued shares of the class or with the sanction of any extraordinary resolution
passed at a separate general meeting of the holders of shares of the class. The quorum at any such
meeting shall be not less than two persons holding or representing by proxy at least one-third of
the nominal amount paid up on the issued shares of the class in question and at an adjourned
meeting not less than one person holding shares of the class in question or his proxy.

Subject to the terms of issue or rights attached to any shares, the rights or privileges attached to
any class of shares shall be deemed not to be varied or abrogated by the creation or issue of any
new shares ranking pari passu in all respects (save as to the date from which such new shares shall
rank for dividend) with or subsequent to those already issued or by the reduction of the capital
paid up on such shares or by the purchase or redemption by the Company of its own shares in
accordance with the provisions of the Act and the Articles.

Borrowing powers

The Board may exercise all the powers of the Company to borrow money and to mortgage or
charge all or any part of its undertaking, property and assets (present and future) and uncalled
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4.2.10

4.2.11

4,212

4.2.13

capital and, subject to the provisions of the Act, to create and issue debenture and other loan stock
and debentures and other securities, whether outright or as collateral security for any debr,
liability or obligation of the Company or of any third party. The Arricles do not contain any limit
on the amount of Group borrowings.

Changes in capital

Subject to the provisions of the Act, the Company in general meeting may from time to time by
ordinary resolution increase its share capital, consolidate and divide all or any of its share capital
into shares of larger amount than its existing shares, cancel any shares which at the date of the
passing of the resolution have not been taken or agreed to be taken by any person and diminish
the amount of its share capital by the amount of the shares so cancelled and sub-divide all or any
of its shares into shares of smaller amount. The Company may also, subject to the provisions of
the Act and to any rights for the time being attached to any shares, purchase its own shares and,
by special resolution, reduce its share capital or any capital redemption reserve or any share
premium account i any way.

Issue of shares

Subject to the provisions of the Act and to any special rights for the time being attached to any
shares, any shares may be allotted or issued with or have attached to them such preferred, deferred
or other special rights or restrictions, whether in regard to dividend, voting, transfer, return of
capital or otherwise, as the Company may from time to time by ordinary resolution determine or,
if no such resolution has been passed or so far as the resolution does not make specific provision,
as the Board may determine, and any share may be issued which is, or is liable to be, redeemed at
the option of the Company or the holder in accordance with the Articles. Subject to the Act and to
any relevant authority of the Company in general meeting required by the provisions of the Act,
the unissued shares at the date of adoption of the Articles and any shares created thereafter shall
be at the disposal of the Board.

Remuneration of Directors

The Directors {other than alternate Directors) shall be entitled to receive by way of fees for their
services as Directors such sum as the Board may from time to time determine {not exceeding in
aggregate £300,000 per annum ot such other sum as the Company in general meeting shall from
time to time determine), Such sum (unless otherwise directed by the resolution of the Company by
which it i1s voted) shall be divided among the Directors in such proportions and in such manner as
the Board may determine or, in default of such determination, equally.

The Directors are entitled to be repaid all reasonable travelling, hotel and other expenses,
including the obtaining of independent profession advice, properly incurred by them'in or about
the performances of their duties as Directors.

The salary or remuneration of any Director appointed to hold any employment or executive office
may be either a fixed sum of money, or may altogether or in part be governed by business done or
profits made or otherwise determined by the Board, and may be in addition to or in lieu of any fee
payable to him for his services as Director.

Pensions and gratuities for Directors

The Board may exercise all the powers of the Company to provide and maintain pensions, other
retirement or superannuation benefits, death or disability benefits or other allowances or gratuities
for persons who are or were directors of any company in the Group and their relatives or
dependants,

Directors’ interests in contracts

Subject to the provisions of the Act and provided that his interest is disclosed at a meeting of the
Board in accordance with the Articles, a Director, notwithstanding his office, may enter into or
otherwise be interested in any contract, arrangement, transaction or proposal with the Company
or in which the Company is otherwise interested, may hold any other office or place of profit
under the Company {except that of auditor of the Company or of a subsidiary of the Company} in
conjunction with the office of Director and may act by himself or through his firm in a
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4.2.14

4.2.15

4.2.16

professional capacity for the Company, and in any such case on such terms as to remuneration
and otherwise as the Board may arrange, and may be a director or other officer of, or employed
by, or a party to any transaction or arrangement with, or otherwise interested in, any company
promoted by the Company or in which the Company is otherwise interested and shall not be liable
to account to the Company for any profit, remuneration or other benefit realised by any such
office, employment, contract, arrangement, transaction or proposal. No such contract,
arrangement, transaction or proposal shall be avoided on the grounds of any such interest or
benefit.

Restrictions on Directors voting

Save as provided in the Articles, a Director shall not vote on, or be counted in the quorum in
relation to, any resolution of the Board or of a committee of the Board concerning any contract,
arrangement, transaction or any other proposal whatsoever to which the Company is or is to be a
party and in which he has an interest which (together with any interest of any person connected
with him within the meaning of section 346 of the Act) is to his knowledge a material interest
otherwise than by virtue of his interests in shares or debentures or other securities or otherwise in
or through the Company, unless the resolution concerns any of the following matters:

(a) the giving of any guarantee, security or indemnity in respect of money lent or obligations
incurred by him or any other person at the request of or for the benefit of the Company or
any of its subsidiary undertakings;

(b) the giving of any guarantee, security or indemnity in respect of a debt or obligation of the
Company or any of its subsidiary undertakings for which he himself has assumed
responsibility in whole or in part under a guarantee or indemnity or by the giving of security;

(c) any proposal concerning an offer of shares or debentures or other securities of or by the
Company or any of its subsidiary undertakings in which offer he is or may be entitled to
participate as a holder of securities or in the underwriting or sub-underwriting of which he is
to participate;

(d) any proposal concerning any other body corporate in which he (together with persons
connected with him within the meaning described above) does not to his knowledge have an
interest {as the term is used in Part VII of the Act) in one per cent or more of the issued equity
share capital of any class of such body corporate or of the voting rights available to members
of such body corporate;

{e) any proposal relating to an arrangement for the benefit of the employees of the Company or
any of its subsidiary undertakings which does not award him any privilege or benefit not
generally awarded to the employees to whom such arrangement relates; or

(f} any proposal concerning insurance which the Company proposes to maintain or purchase for
the benefit of Directors or for the benefit of persons who include Directors.

A Director shall not vote or be counted in the quorum on any resolution of the Board or
committee of the Board concerning its own appointment (including fixing or varying the terms of
his appointment or its termination) as the holder of any office or place of profit with the Company
or any company in which the Company is interested,

Age of Directors

The Articles state that section 293 of the Act applies to the Company and accordingly special
notice will be required of any resolution appointing or approving the appointment of a Director
who has attained the age of 70.

Number and nationality of Directors

Unless and until otherwise determined by an ordinary resolution of the Company, the number of
Directors shall be not less than three nor more than 15. At any time a majority of the Directors
must be Qualifying Nationals. ’
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4.2.17 Powers of the Directors and quorum at Board Meetings

4.2.18

4.2.19

4.2.20

Subject to the provisions of the Act, the Memorandum of Association of the Company and the
Articles and to any directions given by special resolution of the Company, the business of the
Company shall be managed by the Board, which may exercise all the powers of the Company,
whether relating to the management of the business or not. No alteration of the Memorandum of
Association or of the Articles and no such direction given by the Company shall invalidate any
prior act of the Board which would have been valid if such alteration had not been made or such
direction had not been given.

The quorum necessary for the transaction of business may be determined by the Board and until
otherwise determined shall be three persons, each being a Director or an alternate Director. The
Articles provide that no Board meeting will be quorate unless a majority of the Directors present
at the relevant Board meeting are UK Nationals.

Directors’ indemnification

Subject to the provisions of the Act, every Director, alternate Director, Secretary or other officer
of the Company shall be entitled to be indemnified out of the assets of the Company against all
costs, charges, losses, damages and liabilities incurred by him in the actual or purported execution
or discharge of his duties or exercise of his powers or otherwise in relation thereto, including
(without prejudice to the generality of the foregoing) any liability incurred in defending any
proceedings {whether civil or criminal) which relate to anything done or omitted or alleged to
have been done or omitted by him as an officer or employee of the Company, and in which
judgment is given in his favour or in which he is acquitted or in connection with any application
under the Act in which relief is granted to him by any court of competent jurisdiction,

Directors’ appointment and retirement by rotation

Directors may be appointed by the Company by ordinary resolution or by the Board. If appointed
by the Board, a Director holds office only until the next annual general meeting and shall not be
taken into account in determining the number of Directors who are to retire by rotation. Unless
otherwise determined by the Company by ordinary resolution, the number of Directors {other
than alternate Directors} shall not be less than three nor more than fifteen. A Director shall not be
required to hold any shares in the Company.

For so long as easyJet Holdings Limited and/or Stelios Haji-loannou (the “Controlling
Shareholders™) directly or indirectly hold in aggregate at least 25 per cent of the issued
ordinary share capital of the Company and the Company is entitled to continue to use the easyJet
brand under the terms of the brand licence (details of which are set out in paragraph 14 of this
Part VII), the Controlling Shareholders (or either of them) shall be entitled to appoint any two
persons to be non-executive Directors of the Company and in addition Stelios Haji-Ioannou shall
be entitled to be the Chairman of the Board and of the Company. For so long as the Controlling
Shareholders directly or indirectly hold in aggregate at least ten per cent of the issued ordinary
share capital of the Company and the Company is entitled to continue to use the easyJet brand
under the terms of the brand licence (as referred to above), Stelios Haji-Ioannou shall be entitled
to be the Chairman of the Board and of the Company.

At each annual general meeting of the Company one third of the Directors who are subject to
retirement by rotation will retire by rotation and be eligible for re-election. Subject to the Act and
to the Articles, the Directors to retire will, first, be any Director who wishes to retire and not offer
himself for re-election and secondly, will be those who have been longest in office since their last
appointment or re-appointment, but as between those who have been in office an equal length of
time, or those to retire shall (unless they otherwise agree) be determined by lot.

Untraced shareholders

Subject to the Articles, the Company may sell any shares in the Company registered in the name of
a member remaining untraced for 12 years who fails to communicate with the Company
following advertisement of an intention to make such a disposal given in accordance with the
Articles, Until the untraced member claims such net proceeds of sale they will be available for use
in the business of the Company or for investment, in either case at the discretion of the Board and
will not carry interest.
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4.2.21 Non-UK shareholders

Non-UK shareholders are not entitled to receive notices of general meetings unless they have given
an address in the UK to which such notices may be sent,

CREST

CREST is a papetless settlement system enabling securities to be evidenced otherwise than by
certificate and transferred otherwise than by a written inscrument. The Articles are consistent with
CREST membership and, amongst other things, allow for the holding and transfer of shares in
uncertificated form. The Company currencdy anticipates entering the CREST system on
Admission.

4.2.22

5. DIRECTORS’ AND OTHER INTERESTS

As at the date of this document and immediately after Admission but excluding the share options referred
to in paragraphs 5.2 and 5.3 below the interests of the Directors and their immediate families all of
which, unless otherwise stated, are beneficial, in the issued ordinary share capital of easyJet plc, which
have been notified by each Director to easyJet plc pursuant to Sections 324 or 328 of the Act, or are
required to be entered in the register of directors’ interests maintained pursuant to section 3235 of the Act,
or are interests of a person connected with a Director which would, if the connected person were a
Director, be required to be disclosed under this paragraph and the existence of which is known to or
could with reasonable diligence be ascertained by that Director will be as follows:

Number of % of issued

Number of % of issued Ordinary ordinary share
Ordinary ordinary share Shares capital
Shares before capital before following following

Admission and
completion of

Admission and
completion of

Admission and
completion of

Admission and
completion of

the Global the Global the Global the Global
Director Offering Offering Offering Offering
Stelios Haji-Toannou......cceeuveeeeeiieecneen, 186,586,920 100 186,576,920 74.5%

This assumes that the full 10,000 Ordinary Shares are given to employees who were present at the time of
the first flight and key suppliers and that the Over-allotment Option is not exercised.

Ray Webster and Nick Hartley are interested in 650,000 and 38,362 shares respectively of easyJet
Holdings Limited, the parent company of easyJet plc (see “Business of easyJet — Principal shareholders”).

The Ordinary Shares held by the Directors immediately following Admission and completion of the
Global Offering will be subject to the lock-up arrangements detailed in Part II of this document.

5.2 In addition, options have been granted to Directors pursuant to the Pre-Flotation Share Option Schemes
as follows:
No. of
Ordinary Exercise Price
Shares under per Ordinary
Directors Option Share
RaY WEDSEOE 1evitiiiieiiiiccit et eeert e s saa e et e s rneesemne s s rte e sasneares 4,381,742 £1.82
F N T O o T U | O SRR 3,286,305 £1.82
Vilhelm Hahn-Perersen ..o ieein s ccinesieessrias s ssisrssssisssiissstasssee s s 1,063,894 £1.82
CREES Walton c.ccciinriin oot ie e e e e e e e e eeee s s e et e eereeeseenseasnraansssssnsanes 531,947 £1.82
Mike COOPEL . ittt sttt vt ras e et e sbes sae s aes s annseennan §31,947 £1.82
Ketth MoMann e ceesrre s s st bae s st tab e s oo e e eeeeens 306,402 £2.05
INICK HATTIEY cevtiitiieee ettt et b s bbb st b s st st e s s e emeeemseannrenne 105,336 £1.82
COlN DAY o iiiiriieriie sttt ettt s et e e s ee e e e e tesvebesesnt e satrasesresenbes 12,992 £2.28
TOMY LUSIEY ittt et et e e e st e e e te e teeesrr e e sanracentaessarsnensns 12,992 £2.28

These options are exercisable as to 25 per cent on Admission, 25 per cent one year after Admission,
25 per cent two years after Admission and 25 per cent three years after Admission, except in the case of
Amir Eilon whose options vest in full on Admission but are not exercisable until two years after
Admission. '
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5.3 In addition, John Quelch will be granted options over 12,992 Ordinary Shares under the Pre-Flotation
Share Option Schemes on Admission at an exercise price equal to the Global Offering Price and Nick

Hartley and Vilhelm Hahn-Petersen will be allotted Ordinary Shares to the value of £20,000 and £70,000
respectively, under the Share Bonus Scheme.

5.4 Save as disclosed above, none of the Directors, nor persons connected with the Directors within the
meaning of section 346 of the Act, will at Admission have any interest whether beneficial or non-
beneficial in any of the share capital of easyJet plc or any of its subsidiaries.

5.5 In addition to the interests of the Directors disclosed in paragraph 5.1 above, the Directors are aware of
the following existing shareholder who, directly or indirectly, will be interested in 3 per cent or more of
the issued share capital of easyJet plc immediately following Admission:

Percentage of

enlarged

issued ordinary

share capital

(assuming no

Number of  exercise of the

Ordinary  Over-allotment

Name Shares Option)

easyfet Holdings Limited ........ccoiininniiiiniinimmnninin s e 186,576,920 74.5

This assumes that the full 10,000 Ordinary Shares are given to initial employees who were present at the
time of the first flight and key suppliers and no exercise of the Quver-allotment Option.

5.6 Save for the assignment of intellectual property rights to easyGroup IP Licensing and the licence back
which is described in more detail in section 14 of this Part VII, no director of easyJet plc, or any of its
subsidiaries has or has had any interest in any transaction which is or was unusual in its nature or
conditions or significant to the business of easyJet plc or any of its subsidiaries and which was effected by
easy]et plc or any of its subsidiaries during the current or immediately preceding financial year or which
was effected before then and remains in any respect outstanding or unperformed.

6. DIRECTORS’' REMUNERATION AND TERMS AND CONDITIONS

6.1 The Executive Directors have been issued with contracts of employment by easyJet UK, which set out
their basic terms and conditions of employment (the “Terms and Conditions”) with easyJet UK and
which govern their appointments with easy]Jet ple.

6.2 Details of Executive Directors who have entered into the Terms and Conditions are set out below
together with details of their remuneration:

Date of contracts of >
Director employment Remuneration per annum
Ray Webster ..o 14 November 2000 £210,000
Chris Waltomn ..iicveieiin s een e sssn e e s s rnssesnans 14 November 2000 £130,000
MIKE COOPET v ureiieieeeeeeieeiiteeseisietesstenesssneebassensseassaansaeassass 14 November 2000 £130,000
Vilhelm Hahn-Petersen .oo.uvieecceeieeesieeeecseeeesreieeeesssvessasesinnes 14 November 2000 £140,000
Keith MCMAn. . oiiieceeiieriviseissreiaerrsssssrarsrarieeassoreseesaeesaneensn 14 November 2000 £90,000

6.3 All Executive Directors are entitled to participate in the pension scheme of easyJet ple. easyJet plc will
contribute 7 per cent of the Directors’ annual salary to the pension scheme. All of the Executive Directors
are entitled to be paid an annual bonus dependent upon assessment of a combination of personal goals
and Company performance in the previous year of 25 per cent of their annual salary and in the case of
Ray Webster up to 50 per cent of his annual salary. Employment of the Executive Directors is terminable
by either party on six months’ notice. All of the Executive Directors are subject to restrictive covenants
and confidentiality undertakings which are applicable upon rermination of their employment.

6.4 Ray Webster has an agreement with Air New Zealand that he will perform 2 weeks consultancy services
each vear in return for employer and employee contributions to a pension and free flights to New Zealand
for him and his.- family. Ray Webster has an interest free loan of US$650,000 from easyJet Holdings
Limited which had been made available to him to purchase his shares in easyJet Holdings Limired. He
also had a consultancy agreement with easyJet Holdings Limited. On 14 November 2000 Ray Webster
and easyJet Holdings Limited agreed with effect from Admission to terminate the consultancy

113



Part VIl - Additional information

6.5

6.6

6.7

6.8

7.

arrangement in respect of which easyJet Holdings Limited will pay Ray Webster U$S$125,000 and Ray
Webster agreed to repay the loan using funds lent by UBS AG (acting through its Private Banking
operation) on an arm’s length basis under a loan facility dated 14 November 2000 for the sterling
equivalent of US$650,000. First Island Management Limited is guaranteeing Ray Webster’s liabilities
under the new loan facility referred to above, and has executed a charge over his shares in favour or UBS
AG in support of that guarantee. It is anticipated that legal and/or beneficial interest in his shares subject
to the charge may be transferred to another company owned or controlled, directly or indirectly, by Ray
Webster or subject to his instruction.

Stelios Haji-Ioannou, Amir Eilon, Nick Hartley, Tony Illlsley, Colin Day and John Quelch are Non-
Executive Directors. Tony Illsley, Colin Day, Amir Eilon, Nick Hartley and John Quelch have ali been
appointed Non-Executive Directors for a period of three years and are entitled to £30,000 per annum
plus expenses. All the Non-Executive Directors are also subject to restrictive covenants (Stelios Haji-
Ioannou’s being contained in the Relationship Agreement and Brand Licence). Stelios Haji-loannou has
agreed to be the Chairman of the Company under the terms of the Relationship Agreement and will not
draw any director’s fees or receive any reimbursement of expenses for his services.

Save as mentioned above, there are no service agreements between any Director and any member of the
Group other than agreements expiring or determinable by the employing company without payment of
compensation (other than statutory compensation and damages in respect of unexpired notice) within
one vear and no such contracts are proposed.

The rtotal aggregate of the remuneration paid, and benefits in kind, granted to the Directors of the
Company by any member of the Group during the last completed financial year was £734,000. This
figure represents the Directors’ salaries, bonuses and pension contributions made on their behalf by the
Company,

It is estimated that the aggregate amounts payable to the Directors under the arrangements in force at the
date of this document from any member of the Group in respect of the year ended 30 September 2001 will
be £1,070,000. This figure is calculated assuming that there will be no increase in salaries. A review of
salaries is due in December 2000 for all Directors other than Ray Webster, whose salary will be reviewed
in April 2001.

SHARE OPTION SCHEMES

Company Share Option Schemes, Share Bonus Scheme and Share Gift

7.1

easyJet Key Employee Pre-Flotation Share Option Scheme (the “UK Pre-Flotation Scheme”)

The UK Pre-Flotation Scheme was adopted on 29 February 2000 by easyJet Holdings Limited and is not
approved by the Inland Revenue. No further options will be granted under this scheme. Options were
granted by easyJet Trustees Limited on 29 February 2000 and 26 September 2000 to employees of the
Group including the Directors, management, administrative staff and pilots. The price payable for each
Ordinary Share on the exercise of an option will be £1.82 in respect of 22,984,983 shares, £2.05 in
respect of 2,024,330 shares, £2.28 in respect of 912,600 shares and £3.10 in respect of 12,992 shares. If
the new Non-Executive Director is appointed prior to Admission he will be granted options at an exercise
price equal to the Global Offering Price in respect of 12,992 shares.

The principal terms of the UK Pre-Flotation Share Option Scheme are as follows:

711 When options may be exercised

Options are normally only exercisable to the extent that they have vested. With the exception of
Amir Eilon’s options, which vest in full on Admission but which only become exercisable on the
second anniversary of Admission, options vest as follows:

Percentage

of option

shares

Date vesting
AdMIESSION 1ottt ettt et et e b st a e ses e e et e nrbar 25%
1st anniversary of AdMISSION «..ocvoiiiiie et e 25%
2nd anniversary Of AdMISSION ...ovviiiiiiiicirii e e e et bbbt 25%
3rd anniversary of AdmiSSiON ..ovvvveeeeicecrceeecirr e e ettt ae et et rar e e e ranan 25%
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7.2

7.1.2

7.1.3

In the event that Admission has not occured before the seventh anniversary of the deemed date of
grant in respect of the grants noted above, all options will vest in full (in February 2007,
September 2007 and September 2007).

Ordinary Shares acquired when options are exercised within two years of Admission may not
generally be sold until the second anniversary of Admission {except that enough Ordinary Shares
may be sold to satisfy the exercise price, any tax or employee’s national insurance liability and any
employers’ NICs, if any, which the employers have agreed to bear which arise on exercise.)

Where options are exercised after the second anniversary of Admission, all Ordinary Shares
received may be sold immediately, subject to the provisions of the Company’s code on security
transactions.

In normal circumstances, an option is only exercisable whilst the optionholder is still a director or
employee of the Group. Where the optionholder ceases to be a director or employee of the Group
{and this is due to reasons other than death, disability or redundancy), the option becomes
exercisable over all Ordinary Shares under option which have vested at the date of termination of
employment and over further Ordinary Shares only at the Board’s discretion for a period specified
by the Board. The Board has exercised its discretion to allow four option holders who are no
longer employees of the Group, namely Nick Manoudakis, James Rothnie, George Karageorgiou
and George Charalambous, to retain their options for such period as would have applied had they
continued to be employed by the group. All these individuals were actively involved in easyJet
during its formative period. Nick Manoudakis and James Rothnie now work for easy Group (UK)
Limited and George Karageorgiou and George Charalambous work for easyJet Holdings Limited
as well as Stelinvest Inc. They hold respectively options over 106, 106 Ordinary Shares, 57,738
Ordinary Shares, 83,632 Ordinary Shares and 11,711 Ordinary Shares and will be allotted
Ordinary Shares under the Share Bonus Scheme worth £106,500, £32,500, £125,000 and
£18,500 respectively.

If an optionholder ceases to be employed by the Group by reason of death, disability or
redundancy, his’her option may be exercised in full by the optionholder (or his/her personal
representatives) within a period specified by the Board.

Special provisions also allow for early exercise in the event of a take-over, reconstruction or
winding up of the Company. Alternatively options may, by agreement with the acquiring
company, be rolled over into equivalent options over shares in the acquiring company.

No option may be exercised more than 10 years after its date of grant. .

Transfer and other rights

Options granted under the UK Pre-Flotation Scheme are personal to the optionholder and may not
be transferred, assigned or charged.

Options under the UK Pre-Flotation Scheme shall not be pensionable.

Amendment

The Board (with the approval of the Trustee) may amend the UK Pre-Flotation Scheme at any
time. However, no amendment may be made which would materially adversely affect any of the
subsisting rights of optionholders, unless optionholders holding options over three quarters of the
total number of Ordinary Shares under option consent in writing to the amendment.

easyJet Switzerland Key Employee Pre-Flotation Share Option Scheme (the “Swiss Pre-Flotation Scheme™)

The terms of the Swiss Pre-Flotation Scheme are largely identical to those of the UK Pre-Flotation
Scheme. Options over 2,533,504 shares were granted under the Swiss Pre-Flotation Scheme to employees
of easyJet Switzerland and its subsidiaries on 29 February 2000 at an exercise price of £1.82 per Ordinary
Share, options over a further 25,656 shares were granted on 26 September 2000 at an exercise price of
£2.05 per Ordinary Share.
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7.3 easyJet Share Bonus Scheme (the “Share Bonus Scheme®)

The Share Bonus Scheme was originally implemented in November 1997 by easyJet Holdings Limited
and replaced in April 1999. In May 2000 the Company undertook to take over the obligations of easy]Jet
Holdings Limited. Under the Share Bonus Scheme awards of Ordinary Shares with an aggregate value of
up to £1,460,625 have been made to 119 individuals.

The Trustee has agreed to satisfy these awards. On vesting the Trustee will transfer, for no consideration,
to each participant Ordinary Shares to the value of his award, each Ordinary Share being valued at the
price at which an Ordinary Share is sold under the Global Offering.

7.3.1 Conditions for vesting

Vesting of an award is conditional upon:

{a) the public offering or private placement of 15 per cent or more of the equity of the Company;
and

{b) the participant continuing to be a director or employee of the Group at the date of
Admission.

In the event of vesting not having occurred by 1 March 2002, an award of cash equal to half of the
value of the original share bonus award will vest on 1 April 2002 for participants in the
employment of the Group on 1 April 2002.

7.3.2  Restrictions on sale after vesting has become unconditional

The participant must retain the Ordinary Shares for 24 months following Admission (although a
proportion of the Ordinary Shares may be sold to cover the cost of any tax liability and any
employees NIC’s arising on vesting).

7.4 easyJet Share Gift

Certain employees of the Group have been granted, for no consideration, awards of a total of up ro
838,607 Ordinary Shares of which up to 478,712 Ordinary Shares vest on Admission and up to 359,893
Ordinary Shares vest on the first anniversary of Admission for a participant who is in the employment of
the Group on the first anniversary of Admission. The Trustee has agreed to satisfy these awards. On
vesting the Trustee will transfer, for no consideration, the number of Ordinary Shares gifted to each
employee at the price at which an Ordinary Share is sold under the Global Offering.

+

7.4.1 Vesting of the award is conditional upon:

(a) the public offering or private placement of 15 per cent or more of the equity of the Company;
and

(b) the employee continuing to be an employee of the Group at the date of Admission.

7.4.2  Restrictions on sale after vesting has become unconditional

Employees whose share gift vests on Admission must retain the Ordinary Shares for 24 months
following Admission although a proportion of the Ordinary Shares may be sold to cover any tax
liability and any employees’ NIC’s arising on vesting. Employees whose share gift vests on the first
anniversary of Admission must retain the Ordinary Shares for 12 months following vesting
although a proportion of the Ordinary Shares may be sold to cover any tax liability and any
employees” NIC’s arising on vesting,

New Share Schemes
7.5 easyJet Approved Discretionary Share Option Scheme 2000 (the “Approved Scheme”)

On 28 October 2000 the Company adopted the Approved Scheme, which has been submitted for
approval by the Inland Revenue under Schedule 9 to the Income and Corporation Taxes Act 1988.
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The principal terms of the Approved Scheme are as follows:

7.5.1

7.5.2

7.53

7.5.4

7.5.5

7.5.6

Eligibility
The Directors (or a trustee of any trust which holds Ordinary Shares) may select any full-time
director (full-time is if he/she is obliged to devote not less than 25 hours a week to the
performance of his/her duties) or any employee of any member of the Group to participate in the
Approved Scheme,

Scheme Limit

In any 10 year period not more than 10 per cent of the issued ordinary share capital of the
Company may be made subject to options under the Approved Scheme or any other share option
scheme or share incentive scheme operated by the Company. Any options over Ordinary Shares
which are already issued or options which lapse are disregarded for the purpose of this limit.

Individual Limit

The aggregate market value (as at the date of grant) of Ordinary Shares which may be acquired in
pursuance of subsisting options granted to any participant under the Approved Scheme (and any
other approved executive share option scheme of the Company or an associated company) may
not exceed £30,000.

Grant of options

Options to acquire Ordinary Shares may generally only be granted in the period of 42 days
commencing on the day following the occurrence of any of the following events:

(a) the approval of the Approved Scheme or any amendment by the Inland Revenue; or

(b) an announcement by the Company of its results for any year, half year or other period, or the
issue by the Company of a prospectus, listing particulars or similar document; or

{c} a day on which an announcement is made of an amendment or amendments to be made to
the relevant tax legislation or a day on which any such amendments come into force,

or in relation to the grant of an option to an individual, a period of 42 days commencing on the
day on which that individual became an eligible employee.

Options may also be granted outside those periods in exceptional circumstances if the Directors so
decide,

Exercise price

The price payable for each Ordinary Share on the exercise of an option is to be determined on the
date on which the option is granted. This price shall be:

(a) the average middle market quotation of an Ordinary Share for the five dealing days
immediately preceding the date of grant as derived from the Daily Official List of the London
Stock Exchange; or

(b} if greater, and Ordinary Shares are to be subscribed, the nominal value of an Ordinary Share,

When options may be exercised

In normal circumstances, an option is only exercisable whilst the optionholder is still a director or
employee of any member of the Group participating in the Approved Scheme. On granting an
option, the Directors (or trustee where relevant) have absolute discretion to determine any date(s)
between the first and tenth anniversaries of the date of grant when the option shall first become
exercisable in whole or in part. Early exercise is allowed by personal representatives within a one
year period of an optionholder’s death. If an optionholder ceases to be employed within the
Group by reason of injury, ill-health, disability, redundancy or retirement, the transfer of the
undertaking in which the optionholder is employed to a person outside the Group or the company
by which the optionholder is employed ceasing to be under the cantrol of the Company, then early
exercise is permitted within a six month period after such cessation. If an optionholder ceases
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employment for any other reason his option will lapse unless the Directors (or trustee where
relevant) in their absolute discretion decide otherwise.

A performance condition or conditions may be set at the date when the option is granted. Any
performance condition(s) must be such that significant and substantial improvement in the
underlying financial performance of the Group is required. The performance condition(s) may, in
specified circumstances, be amended or waived.

Special provisions also allow early exercise in the event of a take-over, reconstruction or winding-
up of the Company. Alternatively, options may, by agreement with the acquiring company, be
rolled over into equivalent options over shares in the acquiring company.

No option may be exercised more than 10 years after its date of grant.

7.5.7 Amendment

The Directors may amend the Approved Scheme at any time. However, following Admission, the
prior approval of the Company in general meeting must be obtained in the case of amendments
which are to the advantage of optionholders or eligible employees except that any amendment or
addition to the Approved Scheme which the Directors consider necessary or desirable to benefit
the administration of the Approved Scheme, to take account of a change in legislation or to obtain
or maintain favourable tax, exchange control or regulatory treatment for optionholders, the
Company or any other member of the Group, may be made by resolution of the Directors without
the need for prior approval of the Company in general meeting.

No amendment may be made which would adversely affect any of the subsisting rights of
optionholders unless the Directors have invited such optionholders to indicate whether they
approve such amendment and such amendment is approved by a three quarters majority of those
optionholders who have given such indication.

Any amendment to the Approved Scheme requires Inland Revenue approval if the Directors wish
the Approved Scheme to retain its approved status.

7.5.8  Termination

Unless previously terminated by a resolution of the Directors or a resolution of the Company in
general meeting, the Approved Scheme shall terminate 10 years from the date of its approval by
the Inland Revenue and no option may be granted thereafter,

7.6 The easyJet Non-Approved Discretionary Share Option Scheme 2000 (the “Non-Approved Scheme™)

The Nen-Approved Scheme was adopted by the Company on 28 October 2000. The Non-Approved
Scheme will not be approved by the Inland Revenue. The rules of the Approved Scheme, other than those
specifically relating to Inland Revenue approval, also generally apply to the Non-Approved Scheme.

The principal differences are as follows:

7.6.1 Eligibility

Any Director or employee of any member of the Group or of easyJet Switzerland, easyJet Tours
SARL and easyTech may be selected to participate in the Non-Approved Scheme.

7.6.2  Imdividual Limit

In any year no individual may be granted an option or optioens which would, if exercised in full,
require him/her to pay an aggregate amount in excess of 200 per cent of his/her total remuneration
(including bonuses) or 400 per cent in an employee’s first year of employment.

7.6.3  National Insurance Contributions

An optionholder must unconditionally and irrevocably agree to indemnify the Company and each
participating company against any employers’ National Insurance contributions which may arise
as a consequence of or in connection with the exercise of histher option,
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7.7 easyJet All-Employee Share Ownership Plan (the “AESOP”)

This plan was adopted on 28 October 2000 and has been submitted for approval by the Inland Revenue
under Schedule 8 to the Finance Act 2000. The principal features of the AESOP are set out below.

7.7.1

7.7.2

7.7.3

7.7.4

7.7.5

Ogperation

The AESOP will provide employees with the opportunity to receive Ordinary Shares in one or
more of three ways:

» cach time an invitation is made, participants may choose to allocate from their salary up to
£125 a month to buy Ordinary Shares {“Partnership Shares”);

» the Company may match Partnership Shares acquired with free shares (“Matching Shares™).
Whether the Company will match Partnership Shares and the matching ratio (which may not
exceed two Matching Shares for each Partnership Share) will be announced when an
invitation to acquire Partnership Shares is made; and

>  as a separate opportunity from Partnership and Matching Shares, the Company may award
up to £3,000 of free shares (“Free Shares™) to each eligible employee in any tax year. The
award of Free Shares can be dependent on individual, business unit or corporate
performance.

Participation

All UK resident employees and full time directors of the Group who have completed a specified
period of continuocus service are eligible to participate in the AESOP. The Directors have the
discretion to allow non-UK employees also to participate.

Partnership Shares

When offering Partnership Shares, the Company may determine a savings peried which may not
exceed 12 months. This period is known as the “accumulation period”, in which employees may
choose to allocate a specified amount {not exceeding £125 per month or 10 per cent of taxable
salary (if less)) of their pre-rax salary for the purchase of Ordinary Shares. Payment will be made
by way of monthly payroll deductions to the trustees of the easyJet All-Employee Share
Ownership Plan Trust (the “Trust™).

Within 30 days of the end of each accumulation period, the trustees of the Trust will purchase
Partnership Shares on behalf of the participants. The number of Partnership Shares received by a
participant is determined by reference to the accumulated savings divided by the lower of the
market value of Ordinary Shares at the beginning and end of the accumulation period.

Alternatively, there may be no accumulation period and deductions from salary will then be
applied by the trustee in acquiring Ordinary Shares within 30 days of each deduction.

After Partnership Shares have been acquired on behalf of a participant, they may be withdrawn
from the AESOP at any time.

Matching Shares

The Company may decide at its discretion to offer Matching Shares to participants who purchase
Partnership Shares, the ratio not to exceed two Matching Shares for each Partnership Share. The
Matching Share ratio will be notified to employees before they enter into a Partnership Share
Agreement,

Matching Shares must be subject to a holding period of anything between three and five years.

Free Shares

Each year at the discretion of the Company an award of Free Shares may be offered to all eligible
employees. No employee may receive an award of more than £3,000 in any tax year. The
Company will determine in respect of each award whether that award is to be dependent on the
achievement of performance rargets before Free Shares can be received.
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7.7.6

7.7.7

7.7.8

7.7.9

7.7.10

An award will be subject to a holding period during which the Free Shares must be held in the
AESOP. The holding period must be between three years and five years.

Shares must be offered on similar terms that will vary only in accordance with remuneration
length of service and performance. For any award of Free Shares which depends on the
achievement of performance targets, the Company will notify participants of the target or targets,
and Free Shares will only be awarded to the extent those targets are met.

Reinvestment of dividends

The AESOP provides that, at the direction of the Company, all dividends in respect of a
participant’s Ordinary Shares held in the AESOP may be applied in acquiring further Ordinary
Shares on his behalf (“Dividend Shatres™) provided that the amount so applied may not exceed
£1,500 per year. The holding period during which Dividend Shares must generally remain in the
AESOP is three years.

Share acquisitions

The Trustees may either subscribe for or purchase Ordinary Shares for the purpose of the AESOP.
In any 10 year period not more than 10 per cent of the Company’s issued ordinary share capital
may be issued or become issuable pursuant to the AESOP and any other employee share scheme.

Whilst a participant’s Ordinary Shares remain held by the Trustees, he or she will be the beneficial
owner and will be entitled to receive dividends, and through the Trustees, to vote, to participate in
rights and capitalisation issues and to elect to receive scrip dividends in substantially the same way
as other shareholders.

Adjustments may be made to rights in such a manner as the Company’s auditors confirm to be fair
and reasonable to reflect, inter alia, capitalisation or rights issues.

Other

Basic salary before Partnership Share savings deductions will be pensionable. Any benefits under
the AESOP will not be taken into account for the pension entitlements of any participant.

Participants who cease employment are not entitled to compensation for any loss which may arise
as a result of ceasing to participate or to be able to participate in the AESOP.

Admission to listing and terms of issue

Application will be made to the London Stock Exchange at the appropriate time for admission to
the Official List of any new Ordinary Shares issued under the AESOP. Any Ordinary Shares
allotted will rank equally with all other issued Ordinary Shares of the Company save that if the
Ordinary Shares are allotted after the record date for a dividend, rights issue or other distribution,
the Ordinary Shares will not be entitled to participate in the relevant dividend, right issue or other
distribution.

Amendments

With the prior approval of the Inland Revenue, the Board of Directors may at any time alter or
add to the key features of the rules of the AESOP or the terms of any award made under it. The
Board may amend the non-key features of the AESOP without Inland Revenue approval.
However, any provisions relating to:

» the persons to whom Ordinary Shares are provided under the AESOP;
»  the limitations on the number of Ordinary Shares subject to the AESOP; and

» the maximum entitlement of any one participant under the AESOP (other than to take
account of increases in limits imposed by relevant tax legislation),

cannot be altered to the advantage of participants without the prior consent of the shareholders of
the: Company in general meeting (except for minor amendments to benefit the administration of
the AESOP and any amendments to take account of a change of legislation or to obtain or
maintain favourable tax, exchange control or regulatory treatment for participants, the Company,
any subsidiary or the trustees of the Trust).
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TAXATION
UK taxation

The following is only a general guide, based on current legislation and practice, to the UK tax position of
UK residents holding their shares (otherwise than under a PEP or ISA) as investments and not as trading
stock. Any person who is in any doubt as to his tax position should consult an appropriate professional
adviser.

8.1.1

Dividends
No tax is withheld from dividends paid by easyJet ple.

Individuals resident in the UK for taxation purposes are generally liable to income tax on the
aggregate amount of a dividend and a tax credit equal to one-ninth of the dividend. For example,
on a dividend of £920, the tax credit would be £10, and an individual would be liable to income tax
on £100. No further income tax is payable in respect of the dividend by UK resident individuals
who are not liable to income tax at the higher rate. UK resident individuals who are subject to tax
at the higher rate (currently, 40 per cent) have to pay additional tax on a dividend to the extent
that tax at the rate applicable to dividends for such shareholders (currently, 32.5 per cent) on the
aggregate of the dividend and tax credit exceeds the tax credit. For example, on a dividend of £90,
such a taxpayer would have to pay additional tax of £22.50. For this purpose, dividends are
treated as the top slice of an individual’s income.

No repayment of the tax credit in respect of dividends can be claimed by a UK resident
shareholder, except where the shares are held in a Personal Equity Plan or an Individual Savings
Account. In such a case, a claim can be made for repayment in respect of dividends paid before 6
April 2004. Special rules apply to dividends received by charities before & April 2004,

UK resident discretionary trusts liable to income tax at a rate of 34 per cent on trust income have
to pay additional tax on a dividend to the extent that tax at the rate applicable to dividends for
such trusts (currently, 25 per cent) on the aggregate of the dividend and tax credit exceeds the tax
credit, Other UK resident trusts have no further tax liability on dividends.

UK resident corporate sharcholders (other than dealers and certain insurance companies) are not
liable to corporation tax or income tax in respect of dividends.

Shareholders not resident in the UK are normally neither subject to any further UK tax liability
nor entitled to the benefit of a tax credit in respect of any dividend received. A UK tax liability will
apply where, exceptionally, a non-resident individual’s investment in the Company is managed by
a UK investment manager acting on non-arm’s length terms. Special rules apply to non-UK
resident discretionary trusts in receipt of UK dividends.

Non-UK resident shareholders may also be subject to tax on dividend income under any law to
which they are subject outside the UK. Such a shareholder should consult his own tax adviser on
the incidence of taxation in the country in which he is resident, whether he is entitled to the benefit
of any tax credit and the procedure for claiming payment.

Capital Gains Tax

A disposal of Ordinary Shares by a shareholder resident or ordinarily resident for tax purposes in
the UK or a shareholder who carries on a trade, profession or vocation in the UK through a
branch or agency and has used, held or acquired the Ordinary Shares for the purposes of such
trade, profession or vocation or such branch or agency may, depending on the shareholder’s
circumstances, and subject to any available exemptions, allowances or reliefs, give rise to a
chargeable gain or an allowable loss for the purposes of UK taxation of chargeable gains. Special
rules apply to disposals by individuals at a time when they are temporarily not resident or
ordinarily resident in the UK.

Stamp Duty and Stamp Duty Reserve Tax

The following arrangements have been made for the discharge of stamp duty and stamp duty
reserve tax. Any stamp duty or stamp duty reserve tax (at the rate of 0.5 per cent of the amount or
value of the consideration) payable by placees in respect of the purchase or subscription by them
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of Ordinary Shares in the Global Offering will be paid by Credit Sunisse First Boston and UBS
Warburg on behalf of easyJet plc. Offerees therefore need take no action with regard to such
stamp duty or stamp duty Reserve Tax. These arrangements do not apply to any charge to stamp
duty or stamp duty reserve tax under section 67, 70, 93 or 96 of the Finance Act 1986, which
broadly apply where an offeree is a provider of clearance services or an issuer of depository
receipts or a nominee for such a person. Such offerees will be responsible for discharging the
whole of their liability to stamp duty or stamp duty reserve tax.

The foregoing summary of the tax position is not exhaustive and takes no account of the position
of shareholders not resident in the UK. The decision to purchase Ordinary Shares pursuant to the
Global Offering, and the tax and other effects of doing so, are the sole responsibility of the
shareholder concerned. Any shareholder who is in doubt about his position should consult his
professional adviser.

8.2 United States federal income taxation

The following discussion is a summary of the material US federal income tax consequences of the
purchase, ownership and disposition of Ordinary Shares by a US Holder (as defined below). The
discussion is based on the Internal Revenue Code of 1986, as amended (the “Code”), US Treasury
Regulations promulgated thereunder and judicial and administrative interpretations thereof, all as in
effect on the date hereof and all of which are subject to change, possibly retroactively. The discussion is
not a full discussion of all tax considerations that may be relevant to a US Holder’s decision to purchase
Ordinary Shares. The discussion addresses only US Holders that will hold Ordinary Shares as capital
assets and that use the US dollar as their functional currency. The discussion does not address the tax
trearment of investors subject to special rules such as banks, broker-dealers, insurance companies,
regulated investment companies, tax-exempt entities, dual-resident taxpayers, non-US persons, investors
that own directly, indirectly or by attribution 10 per cent or more of easyJet plc’s voting shares and
investors holding Ordinary Shares as part of a hedging, straddle, conversion, constructive sale or similar
transaction.

Prospective investors are urged to consult their tax advisers regarding the US federal, state, local and
foreign tax consequences to them of an investment in Ordinary Shares.

As used in this discussion, the term “US Holder” means a beneficial owner of Ordinary Shares that does
not maintain a “permanent establishment™ or “fixed base” in the UK, as such terms are defined in the UK-
US income tax treaty (the “UK-US Treaty”), and that is either (i) an individual citizen or resident of the
United States, (ii) a corporation organised in or under the laws of the United States or a political
subdivision thereof, (iii) a trust subject to the control of a US persen and the primary supervision of a US
court, (iv) an estate the income of which is subject to US federal income taxation regardless of its source
or (v} a parmership, to the extent the interests therein are beneficially owned by any of the persons
described in clauses (i), (ii), (iii) or (iv) above.

8.2.1 Dividends

(a) General

As discussed under the heading “Dividend policy” in Part III of this document, easyJet plc
does not anticipate paying any dividends in the foreseeable future. However, if easyJet plc
were to pay dividends then, subject to the passive foreign investment company rules
discussed below, the amount of any dividends paid out of current and/or accumulated
earnings and profits, as determined under US tax principles, will be included in the gross
income of a US Holder on the day such dividends are actually or constructively received and
will be characterised as ordinary income for US federal income tax purposes. To the extent
that a dividend distribution exceeds easyJet plc’s current and accumulated earnings and
profits, it will be treated as a non-taxable return of capital to the extent of a US Holder’s
adjusted basis in the Ordinary Shares, and thereafter as capital gain. easyJet plc does not
currently maintain calculations of its earnings and profits under US tax principles. Dividends
paid by easyJet ple to corporate US Holders will not be eligible for the dividends-received
deduction that might otherwise be available if such dividends were paid by a US corporation,
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(b)

Foreign Currency Considerations

Dividends paid by easyJet plc in pounds sterling will be included in a US Holder’s income
when the distribution is actually or constructively received by the US Holder. The amount of
the dividend distribution includible in the income of a US Holder will be the US dollar value
of the pounds sterling, determined by the spot rate of exchange on the date of the
distribution, regardless of whether the pounds sterling are actually converted into US dollars
at such time. If the pounds sterling received as a dividend are not converted into US dollars
on the date of receipt, then a US Holder may realise exchange gain or loss on a subsequent
conversion of such pounds sterling into US dollars. The amount of any gain or loss realised in
connection with a subsequent conversion will be treated as ordinary income or loss and
generally will be treated as US-source income or loss for foreign tax credit purposes.

UK Withholding Tax/Foreign Tax Credits

A US Holder that is eligible to receive benefits under the UK-US Treaty is generally entitled to
claim a refund from the UK Inland Revenue for the amount of the tax credit that a UK
resident individual would be entitled to receive with respect to a dividend payment (the “Tax
Credit Amount”), reduced by the amount of UK withholding tax (“UK Notional
Withholding Tax™) imposed (currently 15 per cent) on the sum of the actual dividend
payment and the Tax Credit Amount. Under present law, the Tax Credit Amount will equal
that amount of UK Notional Withholding Tax imposed on dividends paid by easyJet plc and,
therefore, no such refund is available. However, a US Holder may claim a foreign tax credit
for the amount of UK Notional Withholding Tax associated with a dividend paid by easyJet
ple by filing a Form 8833 in accordance with administrative guidance recently issued by the
US Internal Revenue Service (the “IRS™) in Revenue Procedure 2000-13 (effective as of 7
February 2000). US Holders that file Form 8833 will be treated as receiving an additional
dividend from easyJet ple equal to the Tax Credit Amount (unreduced by the UK Notional
Withholding Tax}, which additional dividend must be included in the US Holder’s gross
income, and will be treated as having paid the applicable UK Notional Withholding Tax due
under the UK-US Treaty. For purposes of calculating the foreign tax credit, dividends paid on
the Ordinary Shares will be treated as non-US source income and generally will constitute
“passive income” or, in the case of certain US Holders, “financial services income”. In lieu of
claiming a foreign tax credit, a US Holder may be eligible to claim a deduction for foreign
taxes paid in a taxable year. However, a deduction generally does not reduce a US Holder’s
US federal income tax liability on a dollar-for-dollar basis like a rax credit.

The rules relating to foreign tax credits are complex and US Holders are urged to consult
their tax advisers to determine whether and to what extent a foreign tax credit might be
available in connection with dividends paid on the Ordinary Shares.

8.2.2 Capital gains

{a)

General

Subject to the passive foreign investment company rules described below, a US Holder
generally will recognise capital gain or loss on the sale or other disposition of the Ordinary
Shares in an amount equal to the difference between the amount realised in such sale or
disposition and the US Holder’s adjusted tax basis in the Ordinary Shares. Such capital gain
or loss will be long-term capital gain or loss if a US Holder has held the Ordinary Shares for
more than one year and generally will be US-source income for foreign tax credit purposes.
Long-term capital gains realised by an individual US Holder on a sale or other disposition of
Ordinary Shares are generally subject to reduced rates of taxation. The deductibility of
capital losses is subject to limitations. A US Holder that receives foreign currency upon the
sale or other disposition of the Ordinary Shares generally will realise an amount equal to the
US dollar value of the foreign currency on the date of sale (or, if the shares are traded on an
established securities market, in the case of cash basis taxpayers and electing accrual basis
taxpayers, the settlement date). A US Holder will have a tax basis in the foreign currency
received equal to the US dollar amount realised. Any gain or loss realised by a US Holder on
a subsequent conversion or other disposition of foreign currency will be ordinary income or
loss and will generally be US-source income for foreign tax credit purposes.
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8.2.3  Passive Foreign Investment Company Rules

Special US tax rules apply to US shareholders in companies that are considered passive foreign
investment companies, which are referred to herein as PFIC’s. easyJet plc will be classified as a
PFIC in a particular taxable year if either:

» 75 per cent or more of its gross income is passive income; or

» the average percentage of the value of its assets that produce or are held for the production of
passive income is at least 50 per cent. Cash balances, even if held as working capital, are
considered to be passive.

easyJet plc expects to derive sufficient operating revenues and to hold sufficient operating assets,
so that it will not be classified as a PFIC. However, classification as a PFIC will depend on factors
that are not entirely within its control and, therefore, easy]Jet plc can give no assurance that it will
not be classified as a PFIC. In the event that easyJet plc is classified as a PFIC in any vear, a US
Holder can elect to mark its Ordinary Shares to market. If a US Holder makes a mark-to-market
election, it will be required in any year in which easyJet plc is a PFIC to include as ordinary
income the excess of the fair market value of its Ordinary Shares at year-end over its basis in those
Ordinary Shares. In addition, any gain it recognises upon the sale of its Ordinary Shares will be
taxed as ordinary income in the year of sale.

If easyJet plc is determined to be a PFIC and a US Holder does not make a mark-to-market
election, it will be subject to a special tax at ordinary income tax rates on “excess distributions”,
including certain distributions by easyJet plc and gain on the sale of its Ordinary Shares. The
amount of income tax on excess distributions will be increased by an interest charge to
compensate for tax deferral, calculated as if excess distributions were earned ratably over the
period it holds its Ordinary Shares. Classification as a PFIC may also have other adverse tax
consequences, including in the case of individuals, the denial of a step-up in the basis of such
individual’s Ordinary Shares at death.

US Holders should consult their tax advisers regarding the US federal income tax considerations
discussed above and the desirability of making a mark-to market election.

8.2.4 Backup withholding and information reporting

Dividend payments made with respect to Ordinary Shares and proceeds received in connection
with the sale or other disposition of Ordinary Shares may be subject to information reporting to
the IRS and backup withholding at a 31 per cent rate. Backup withholding will not apply,
however, if a US Holder {i) is a corporation or comes within certain other exempt, categories and,
when required, demonstrates such fact or (ii) provides a taxpayer identification number, certifies
as to no loss of exemption from backup withholding and otherwise complies with applicable
backup withholding rules. Persons required to establish their exempt status generally must
provide such certification on IRS Form W-9 or Form W-8BEN (as applicable). US Treasury
Regulations applicable to dividend payments made or sales proceeds received after 31 December
2000 generally expand the circumstances under which information reporting and backup
withholding may potentially apply. Amounts held as backup withholding may be credited against
a holder’s US federal income tax liability, and a holder may obtain a refund of any excess amounts
withheld under the backup withholding rules by filing the appropriate claim for refund with the
IRS and furnishing any required information.

9. GLOBAL OFFERING ARRANGEMENTS

On 15 November 2000, the Company, the Directors, easyJet Holdings Limited, the Joint Sponsors and the
Underwriters entered into the Sponsors’ and Underwriting Agreement. Pursmant to the Sponsors’ and
Underwriting Agreement inter alia:

9.1 the Company agreed, subject to certain conditions, to issue and allot, at the Global Offering Price, the
New Ordinary Shares to be issued in connection with the Global Offering;

9.2 the Underwriters agreed, subject to certain conditions, to procure subscribers (or subscribe themselves)
for New Ordinary Shares;
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9.3

9.4

9.5

9.6

9.7

9.8

10.
10.1

10.2

the Underwriters will be paid on Admission a commission of three per cent of the product of the Global
Offering Price and the number of New Ordinary Shares allotted pursuant to the Global Offering
(including any shares allotted in respect of the Over-allotment Option referred to in 9.5 below). An
additional commission of up to one per cent will be payable at the discretion of the Company;

the obligations of the Underwriters to procure subscribers for or, failing which, themselves to subscribe
for, New Ordinary Shares are subject to certain conditions. These conditions include, amongst others, the
absence of any breach of warranty under the Sponsors’ and Underwriting Agreement and Admission
occurring on or before 9.00 am on 29 November 2000. In addition, the Underwriters have the right to
terminate the Sponsors’ and Underwriting Agreement in certain circumstances prior to Admission;

the Company has granted the Joint Bookrunners an Over-allotment Option under which it will issue at
the direction of the Joint Bookrunners such number of New Ordinary Shares as in aggregate comprises up
to 9,450,000 New Ordinary Shares being 15 per cent of the number of New Ordinary Shares comprised
in the Global Offering at the Global Offering Price for the purposes of meeting over-allotments in
connection with the Global Offering and to cover short positions resulting from stabilisation
transactions. This option will be exercisable by the Joint Bookrunners by 5 p.m. on the thirtieth day
following Admission. Save as required by law, the Joint Bookrunners do not intend to disclose the extent
of any over-allotments made and/or any stabilisation transactions;

the Company agreed to pay certain costs, charges, fees and expenses of the Global Offering (together with
any related value added tax);

each of the Company and the Directors gave certain representations, warranties and other undertakings,
subject to certain limits, to the Underwriters; and

each of the Company and the Directors gave certain indemnities, subject to certain limits, to the
Underwriters.

LOCK-UP ARRANGEMENTS

The Company undertakes to the Joint Bookrunners in the Sponsors” and Underwriting Agreement that,
save with the prior written consent of the Joint Bookrunners, it will not prior to the date falling 12
months after Admission, enter into any agreement or arrangement nor do nor permit to be done any act
or thing which may involve any increase in, or obligation {whether contingent or otherwise} to issue,
allot or grant options over any Ordinary Shares or any other securities in the capital of the Company
which would require the Company to issue listing particulars under the Listing Rules, save in respect of
(i) a grant of options under the Share Option Schemes in accordance with normal practice, (i} the
exercise of options under the Share Option Schemes, (iii) the grant, issue and alfotment of shares under
the Ovet-allotment Option offered to the Joint Bookrunners or (iv) the issue or allotment of Ordinary
Shares or securities convertible into Ordinary Shares otherwise than for cash in connection with a
merger or acquisition provided that in connection with such transaction the allottees of such shares or
securities enter into an agreement agreeing not to sell their shares in the Company ar least until the
expiry of the 12 month period after Admission.

easyJet Holdings Limited undertakes to each of the Underwriters and the Company in the Sponsors’ and
Underwriting Agreement that it shall not, save with the prior written consent of the Joint Bookrunners
(on behalf of the Underwriters), for a period commencing on the date of the Sponsors’ and Underwriting
Agreement and ending on the later of (a) the date falling 12 months after Admission and (b) the date of
announcement of the Company’s results for the year ending 30 September 2001, offer, lend, sell or
contract to sell, mortgage, charge, assign or issue options in respect of, or otherwise dispose of, directly
or indirectly, or announce an offering or sale of, any of the Ordinary Shares owned by it (or any interest
therein or in respect thereof) or enter into any transaction with the same economic effect as, or agree to
do, any of the foregoing, save in respect of (i) the transfer of shares in connection with the disaggregation
of all or any of the shareholdings in easy]Jet Holdings Limited provided that the transferees agree to the
restriction in this paragraph and the Joint Bookrunners receive advance notification of the transfer; (i)
the transferring of any Ordinary Shares to First Island Management Limited upon an event of default by
Ray Webster of his loan from UBS to finance the re-financing of his acquisition of shares in easyjet
Holdings Limited; {iii) the transfer of the 10,000 Ordinary Shares to be given to initial employees and
key suppliers, or (iv) any stock lending entered into by it with the Joint Bookrunners.
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10.3

10.4

11.
11.1

11.2

11.3

Fach of the Directors have severally undertaken to each of the Underwriters and the Company in the
Sponsors’ and Underwriting Agreement that he shall not, save with the prior written consent of the Joint
Bookrunners (on behalf of the Underwriters), for a period commencing on the date of the Sponsors’ and
Underwriting agreement and ending on the later of (a) the date falling 12 months after Admission and
{b) the date of announcement of the Company’s results for the year ending 30 September 2001, dispose
of or agree to dispose of or charge any Ordinary Shares or share options held by them as at the date of
Admission or Ordinary Shares arising on exercise thereof or any interest in any such Ordinary Shares or
share options, or any rights arising from or attached to any such Ordinary Shares or share options, or
enter into any transaction of the nature described in Section 323 of the Act, or enter into any contract for
differences, swap, evidence of indebredness or other derivatives transaction that changes in value or
determines value by reference to Ordinary Shares.

First Island Nominees Limited, First Island Services Limited, Pennine Trustees Limited and First Island
Management Limited, the shareholders in easyJet Holdings Limited, and Clelia Haji-loannou, Polys
Haji-loannou, George Karageorgiou and Nick Hartley Consultancy Limited, each holding interests in
such shareholders, have entered into separate lock-up agreements under which each such person has
undertaken to the Joint Bookrunners and the Company that, conditional upon Admission, it shall not,
save with the prior written consent of the Joint Bookrunners {on behalf of the Underwriters), for a
period commencing on the date of the relevant lock-up agreement and ending on the later of (a) the date
falling 12 months, after Admission and (b) the date of announcement of the Company’s results for the
year ending 30 September 2001, dispose of or agree to dispose of or charge any shares in easyJet
Holdings Limited held by it or registered in its name as at the date of Admission or any rights arising
from or attached to any such shares, or enter into any contract for differences, swap, evidence of
indebtedness or other derivatives transaction that changes in value by reference to such shares, save in
respect of: (i) the transfer of shares to a company controlled by the relevant beneficiary provided that the
transferee company agrees to the restriction in this paragraph and the Joint Bookrunners receive advance
notification of the transfer; (ii} where the relevant company acquires Ordinary Shares in the Company
and agrees that such Ordinary Shares are subject to the lock-up for the remainder of the lock-up period;
(iii) cthe transfer of legal and/or beneficial ownership of 650,000 US$1 ‘A’ ordinary shares in easy]Jet
Holdings Limited to any company directly or indirectly controlled by Ray Webster or subject to his
instruction or the granting of any security interest by First Island Management Limited or Ray Webster
{or by any such company} over the legal and/or beneficial title to or interest in 650,000 US$1 ‘A’
ordinary shares in easyJet Holdings Limited as security for a loan facility dared 14 November 2000 and
granted to Ray Webster by UBS AG (acting through its Private Banking operation), further details of
which are set out in section 6.4 of this Part VII; or (iv) the declaration and payment by easyJer Holdings
Limited at the direction of its shareholders of a dividend in specie in respect of 650,000 US$1 ‘A’
ordinary shares in easyJet Holdings Limited (such dividend comprising Ordinary Shares) upon an event
of default under the loan facility described above; or (v) UBS AG ({acting through its Private Banking
operation) from selling, contracting to sell, disposing of or otherwise realising such Ordinary Shares.

SELLING RESTRICTIONS

No action has been taken by easyJet ple, the Joint Bockrunners or the Underwriters that would permit,
otherwise than under the Global Offering, an offer of New Ordinary Shares or possession or distribution
of this document or any other Global Offering material relating to New Ordinary Shares in any
jurisdiction where action for that purpose is required.

us

US selling restrictions are set out in Part II of this document.

Australia

None of the New Ordinary Shares may be placed for subscription or purchase or be sold directly or
indirectly, in Australia or to any person who is known to be a resident of Australia (including
corporations and other entities organised under the laws of Australia but not including a permanent
establishment of any such corporation or entity located outside Australia) otherwise than pursuant to an
appropriate exemption.
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11.4

11.5

11.6

11.7

12.
12.1

Canada

None of the New Ordinary Shares have been or will be qualified for sale in Canada pursuant to a
prospectus and may not be placed or sold, directly or indirectly, in any province or territory of Canada
except pursuant to an exemption from the applicable prospectus filing requirements, and in compliance
with the applicable securities rules of such province or territory.

Japan

None of the New Ordinary Shares have been or will be registered under the Securities and Exchange
Law of Japan (the “SEL”) and may not be offered or sold, directly or indirectly in Japan or to or for the
benefit of any resident of Japan, or to others for re-offering or resale directly or indirectly in Japan or to
or for the benefit of any resident of Japan, except in compliance with the SEL and other relevant laws,
regulations and ministerial guidelines of Japan.

Republic of Ireland

Insofar as the Republic of Ireland is concerned, this document and the information contained herein is
confidential and has been prepared and is intended for use on a confidential basis solely by those persons
in the Republic of Ireland to whom it is sent. It may not be reproduced, redistributed or passed on to any
other person in the Republic of Ireland or published in whole or in part for any purpose. The New
Ordinary Shares will be offered only to persons in the context of their trades, professions or occupations
(within the meaning of Article 2 of Directive 89/298/EEC) and whose ordinary business it is to buy or
sell shares or debentures whether as principal or agent (“Professional Investors”) and, in particular,
there will not be any offer or invitation to the public ar any section of the public to sell or any
solicitation of any offer from the public or any section of the public to purchase or subscribe for New
Ordinary Shares nor will any form of application for New Ordinary Shares be distributed in Ireland
other than to Professional Investors. Accordingly, this document and the information contained herein
does not constitute an invitation to the public in the Republic of Ireland or any section thereof to
subscribe for or purchase any shares or other securities in any company and accordingly is not a
prospectus within the meaning of the Irish Companies Act 1963 (as amended) or the Irish European
Communities (Transferable Securities and Stock Exchange) Regulations 1992.

General

None of the New Ordinary Shares may be placed for sale or purchase to be sold or delivered, and this
document and any other Global Offering material in relation to the New Ordinary Shares may not be
circulated in any jurisdiction where to do so would breach any securities laws or regulations of any such
jurisdiction or give rise to an obligations to obtain any consent, approval or permission, or to make any
application, filing or registration other than in the UK.

+

MATERIAL CONTRACTS AND ARRANGEMENTS

Other than the following contracts, there are no contracts (not being contracts entered into in the
ordinary course of business) which are, or may be, material and which have been entered into by the
Group during the two years immediately preceding the date of this document or which contain any
provision under which any member of the Group has any obligation or entitlement which is material to
the Group as at the date hereof.

12.1.1 The Sponsors’ and Underwriting Agreement referred to in paragraph 9 above.

12.1.2 A Loan Agreement dated 17 August 1998 between Fortis Bank N.V. {previously MeesPierson
N.V.} as lender and facility agent, Bankgesellschaft Berlin AG (previously Berliner Bank AG,
“Bankgesellschaft”) as lender and security agent, The Bank of Nova Scotia as lender and paying
agent and easyJet Aircraft Company Limited (“EACL”) as borrower, as amended by an
amendment letter dated 4 November 1998 and an amendment agreement dated 30 April 2000
and an amendment Agreement No, 2 dated 30 October 2000 and as acceded to by Capital Bank
ple as a further lender, under which a loan with a principal amount of US$95,730,600 was made
to EACL to assist it with the acquisition of five Boeing 737-300 aircraft, namely G-EZYD, G-
EZYE, G-EZYF, G-EZYG and G-EZYH. In relation to this loan agreement there is:- (i} a
guarantee from the Company in favour of Bankgesellschaft in respect of the obligations of FACL
under the loan agreement; (ii) a charge over the shares of EACL granted by the Company to
Bankgeselischaft and a related custodian agreement between Mees Pierson (Cayman) Limited,
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12.1.3

EACL, the Company and Bankgesellschaft; (iii) in respect of each of the said aircraft (other than
G-EZYE which has since been sold), a mortgage granted by EACL in favour of Bankgesellschaft,
a lease of the aircraft from EACL as lessor to easyJet UK as lessee, and an assignment of the
benefit of such lease granted by EACL in favour of Bankgesellschaft; and (iv) a deed of charge
and assignment executed by EACL in favour of Bankgesellschaft over the accounts into which
payments under the said leases are to be made,

The loan advanced under the said loan agreement is repayable by 16 six-monthly instalments
falling due on the 19 February and 19 August of each year with the first having been paid on 19
February 1999 and the last to be paid on 19 August 2006. The interest rate payable on the loan is
dollar LIBOR plus a margin of 0.90 per cent.

A facility agreement dated 23 November 1998 as amended by an amendment agreement dated
8 March 1999 and as novated, amended and restated by a novation, amendment and restatement
agreement dated 30 April 2000, the facility agreement now being between Hamburgische
Landesbank Girozentrale (“Hamburgische”) as lender, easyJet Hamburg Limited (“easy]et
Hamburg”) as borrower, and the Company and easyJet UK as guarantors. Under the facility
agreement a loan in a principal amount of US$100,000,000 was advanced to easyJet Hamburg
to assist it with the acquisition of four new Boeing 737-300 aircraft, namely G-EZYL, G-EZY],
G-EZYK and G-EZYL. In relation to the facility agreement there is: (i) an equitable mortgage
over the shares of easyJet Hamburg granted by the Company in favour of Hamburgische; {ii) a
lease of each of the said aircraft from easyJet Hamburg as lessor to easyJet UK as lessee; (iii) an
assignment of insurances in respect of each of the said aircraft granted by easyJet UK in favour of
easyJet Hamburg; (iv) a mortgage of each of the said aircrafr granted by easyJet Hamburg in
favour of Hamburgische; (v) an assignment of the benefit of each of the said leases and
assignments of insurances granted by easyJet Hamburg in favour of Hamburgische; and (v} a
pledge over the bank account into which all rentals under the leases are paid granted by easyJet
Hamburg in favour of Hamburgische.

The loan under the said facility agreement was made as four advances, the A advance, the
B advance, the C advance and the D advance. Each advance is repayable by 48 quarterly
instalments over a term of 12 years with the repayment dates for each advance falling at
three monthly intervals after the following dates: 23 November 1998 for the A advance,
20 December 1998 for the B advance, 21 January 1999 for the C advance and 10 March 1999
for the D advance. For the first three vears, the interest rate payable for each advance is a fixed
rate of 6.08 per cent for the A advance, 6.1 per cent for the B advance, 6.11 per cent for the C
advance and 6.61 per cent for the D advance obtained by Hamburgische pursuant to an interest
rate exchange agreement (a “Swap”) entered into by Hamburgische with a counter-party in
respect of such advance prior to its drawdown. Following the expiry of such three year period the
interest rate in respect of the relevant advance will be either {A) three month dollar LIBOR plus a
margin of 0.8 per cent per annum or (B) a fixed rate obtained pursuant to a further Swap. easyJet
Hamburg is entitled to switch between paying a fixed rate under a Swap and paying a floating
rate subject to the following limitations:- (A) the term of any Swap must be at least three years
and an integral multiple of one year; and (B) easyJet Hamburg may not opt for a Swap in respect
of an advance to commence within the last three years before the final repayment date for that
advance.

12.1.4 A facility agreement dated 4 February 1997 as novated, amended and restated by a novation,

amendment and restatement agreement dated 30 April 2000, the facility agreement now being
between Hamburgische as Lender, Yankee Bravo Aviation Limited (“Bravo”) as borrower, and
the Company and easyJet UK as guarantors. Under the facility agreement a loan in a principal
amount of US$13,182,00 was advanced to Bravo to assist it with the acquisition of a second-
hand Boeing 737-300 aircraft, namely G-EZYB, In relation to the facility agreement there is: (i}
an equitable mortgage over the shares of Bravo granted by the Company in favour of
Hamburgische; (ii) a lease of the aircraft from Bravo as lessor to easyJet UK as lessee; (iii) an
assignment of insurances in respect of the aircraft granted by easyJet UK in favour of Bravo; (iv}
a mortgage of the aircraft granted by Bravo in favour of Hamburgische; (v) an assignment of the
benefit of the said lease and assignment of insurances granted by Bravo in favour of
Hamburgische; and (v) a pledge over the bank account into which all rentals under the lease are
paid granted by Bravo in favour of Hamburgische.
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12.1.5

12.1.6

The loan is repayable by 12 six-monthly instalments over a term of six years on 5 February and
5 August of each year with the first instalment having been paid on § August 1997 and the final
instalment being payable on 5 February 2003. The rate of interest payable on the outstanding
loan is dollar LIBOR plus the margin of one per cent,

A facility agreement dated 5 September 1997 as novated, amended and restated by a novation,
amendment and restatement agreement dated 30 April 2000, the facility agreement now being
between Hamburgische as lender, Yankee Charlie Aviation Limited (“Charlie”) as borrower,
and the Company and easyJet UK as guarantors. Under the facility agreement a loan in a
principal amount of U$$26,236,500 was advanced to Charlie to assist it with the acquisition of a
second-hand Boeing 737-300 aircraft, namely G-EZYC, and to enable it to advance a loan to
easyJet Holdings Limited to assist it with the acquisition of one new spare CFM engine msn
858641. The spare engine was sold by easyJet Holdings Limited to easyJet UK pursuant to an
engine sale and purchase agreement dated 30 April 2000 and security documents relating to the
spare engine were discharged. In relation to the facility agreement there is: (i) an equitable
mortgage over the shares of Charlie granted by the Company in favour of Hamburgische; (ii) a
lease of the aircraft from Charlie as lessor to easyJet UK as lessee; {ili) an assignment of
insurances in respect of the aircraft granted by easyJet UK in favour of Charlie; (iv) a mortgage of
the aircraft granted by Charlie in favour of Hamburgische; (v) an assignment of the benefit of the
said lease and assignment of insurances granted by Charlie in favour of Hamburgische; and (v) a
pledge over the bank account into which all rentals under the lease are paid granted by Charlie in
favour of Hamburgische.

The loan is repayable by 14 six-monthly instalments over a term of seven vears on § March and
5 September of each year with the first instalment having been paid on 5§ March 1998 and the
final instalment being payable on 5 September 2004. The rate of interest payable on the
outstanding loan is dollar LIBOR plus the margin of 0.95 per cent.

An aircraft lease common terms agreement {the “CTA”) dated 22 June 1999 made between
General Electric Capital Corporation (“GECC”) and easyJet UK, as amended by a letter
agreement dated 30 April 2000 and an amendment agreement dated 13 October 2000, which is
incorporated into each of the following aircraft specific lease agreements: a lease dated 22 June
1999 between Alnitak FSC One Corporation as lessor and easyJet UK as lessee in respect of the
Boeing 737-300 aircraft with registration mark HB-IIK; a lease dated 7 July 1999 from Alnitak
F5C Two Corporation as lessor to easyJet UK as lessee in respect of the Boeing 737-300 aircraft
with registration mark HB-II; a lease dated 23 August 1999 from Alnitak FSC Three
Corporation as lessor to easyJet UK as lessee in respect of the Boeing 737-300 aircraft with
registration mark G-EZYO; a lease dated 13 September 1999 from Arcturus FSC Corporation as
lessor to easyJet UK as lessee in respect of the Boeing 737-300 aircraft with registration' mark G-
EZYP; a lease dated 13 September 1999 from Alnitak FSC One Corporation as lessor to easy]et
UK in respect of the Boeing 737-300 aircraft with registration mark G-EZYR; and a lease dated
13 September 1999 from Alnitak FSC One Corporation as lessor to easyJet UK as lessee in
respect of the Boeing 737-300 aircraft with registration mark HB-1IJ; and a lease dated
13 October 2000 from Alcyone FSC Corporation as lessor to casyJet UK as lessee in respect of
the Boeing 737-700 aircraft with registration mark G-EZJA. The Company has granted a
guarantee in favour of the relevant lessor of easyJet UK’s obligations to the lessor under each of
the said leases. HB-IIl, HB-1I] and HB-IIK are each sub-leased by easyJet UK to easyJet
Switzerland under sub-lease agreements.

12.1.7 An aircraft lease agreement dated 6 September 1994 between International Lease Finance

i2.1.8

Corporation (“ILFC”} as lessor and easyJet Switzerland {under its previous name TEA) as lessee,
as amended by amendment agreement no.1 dated 1 November 1994 between the same parties
and by an early return, termination and settlement agreement dated 19 June 1998 berween the
same parties, and as assigned by easyJet Switzerland to easyJet UK by an assignment and
assumption agreement, in respect of the Boeing 737-300 aircraft with registration mark
G-EZYT (previously registered in Switzerland as HB-IIE prior to the said assignment and
assumption agreement),

An aircraft lease agreement dated 25 March 1997 between GECC as lessor and easyJet
Switzerland (under its previous name TEA) as lessee, as amended and supplemented by a
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restructuring agreement between the same parties dated 29 May 1998, in respect of the Boeing
737-300 aircraft with registration mark HB-IIB. The Company has granted a guarantee dated
30 April 2000 in favour of GECC of the obligations of easyJet Switzerland under this lease.

12.1.9 The Boeing Contract summarised in Section 13 of this Part VII.

12.1.10 The Relationship Agreement dated 14 November 2000, entered into between Stelios Haji-
Toannou, easyJet Holdings Limited (together the “Controlling Shareholders™) and the Company
which is conditional on Admission, under which the Controlling Shareholders and the Company
have agreed that the following general principles shall apply to govern the relationship between
the Controlling Shareholders and the Company and any of their respective associates:

(a}

{b)

the Company shall have its own dedicated management and the Company shall operate and
make decisions for the benefit of shareholders as a whole and independently of the
Controlling Shareholders at all times;

the business and affairs of the Company shall be managed by the Board in accordance with
the Memorandum and Articles of the Company and all applicable law and for the benefit of
the sharcholders as a whole;

there shall at all times be a majority of Independent Directors (being a Director who is not
and has not been a director, officer or employee of, or a person having a relationship,
association or interest which is material to him with or in the Controlling Shareholders or
any associate of the Controlling Shareholders, or with or in any person having a relationship
which is material to it or him with the Controlling Shareholders or any associate of the
Controlling Shareholders) on the Board and on all committees of the Board to which
significant powers, authorities or discretions are delegated; for this purpose at the date of
the agreement all the directors except for Stelios Haji-Ioannou, Nick Hartley, Amir Filon
and Ray Webster {by virtue of his holding of shares in easyJet Holdings Limited) are treated
as independent;

the Company shall comply with principles of best practice adopted by UK listed companies
in relation to matters of corporate governance other than, prior to the appointment of a
fourth independent Non-Executive Director, in relation to the number of independent non-
executive directors and the nomination of a senior Non-Executive Director;

for so long as either of the Controlling Shareholders directly or indirectly hold at least 25 per
cent of the share capital of the Company and the Company is entitled to continue to use the
easyJet brand under the terms of the easyJet brand licence, easyJet Holdings Limited (or
Stelios Haji-loannou) shall be entitled to appoint two non-executive Directors to the
Company and Stelios Haji-Ioannou shall be entitled to be the Chairman of the Company;

for so long as either of the Controlling Shareholders directly or indirectly hold at least 10 per
cent of the share capital of the Company and the Company is entitled to continue to use the
easyJet brand under the terms of the easyJet brand licence, easyJet Holdings Limited (or
Stelios Haji-Toannou) shall be entitled to be the Chairman of the Company;

no material amendments to any agreements between any Group company and any
associates of the Controlling Shareholders shall be made unless approved by a resolution of
the Board at which an Independent Non-Executive Director is in the majority;

easyJet shall enforce the terms of all agreements with any associates of the Controlling
Shareholders unless approved by a resolution of the Board at which an Independent Non-
Executive Director is in the majority;

all transactions and relationships between the Controlling Shareholders (or any of their
associates) and the Group shall be on terms which are arm’s length and on a normal
commercial basis;

the Controlling Shareholders and the Company shall comply with all the regulatory
requirements of the Listing Rules of the UK Listirig Authority in connection with easyJet,
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12.1.11

12.1.12

12.1.13

including, without limitation, the provisions relating to transactions with related parties;
and

(k) Stelios Haji-loannou shall not receive any director’s fees or any reimbursement of expenses
in respect of his services for the Company.

Stelios Haji-Ioannou has agreed not to be involved in another airline business with a core activity
of passenger transport in fixed wing aircraft from the date of the Agreement until the expiry of
the period ending three years after the later of: (a) his ceasing to hold at least five per cent of the
share capital of the Company; and (b) his ceasing to have control of easyGroup IP Licensing or, if
carlier, the termination of the brand licence. If the brand licence terminates for insolvency the
three year period shall not apply. This covenant will not prevent Stelios Haji-loannou from being
involved in private jet charter or the holding of five per cent in a publicly quoted airline company
provided he has no management role. For this purpose the chartering of private jets means the
chartering of entire jets to an individual or company but not selling seats directly or indirectly to
members of the public and not operating regular scheduled services. The Directors believe this
does not compete with easyJet’s core business. There is a similar non-compete provision given by
easyJet Holding Limited.

Other than the restrictive covenant referred to above, the Relationship Agreement terminates
upon both the Controlling Shareholders ceasing to hold Shares of at least five per cent of the
Company.

An agreement dated 23 July 1999 between easyJet Tours SARL (“casy]et Tours”) and easyJet UK
regarding the distribution of package tours prepared by easyJet Tours by means of the easyJet
reservation system. Under the agreement, the package tours are to be sold by easyJet Tours
exclusively through easyJet UK’s reservation system. easyJet UK does not hold itself out as
easyJet Tours’ agent for the sale of the package tours. easyJet UK warrants (and has indemnified
easyfet Tours against any shortfall) that sufficient package tours will be sold through the
reservation service to enable easyJet UK to pay, from the monies received from easyJet Tours
customers, ten Swiss francs to easyJet Tours per package tour sold each month, and to easyJet
Switzerland the monthly charter payment under the Charter Agreement summarised in
paragraph 12.1.12 below. The balance of the monies received, if any, are to be retained by
easyJet UK in consideration of the reservation service.

A charter agreement dated 6 October 2000 berween easyJet Switzerland and easyJet Tours for
the charter of one Boeing 737-300 aircraft (easyJet Switzerland may decide which aircraft to use
for each flight) and crew employed by easyJet Switzerland on once daily return flights between
Geneva and Barcelona airports between 29 October 2000 to 24 March 2001. The price is
US$3,200 per completed hour, pro rated for portions thereof. easyJet Switzerland is responsible
for obtaining the necessary slots, as well as ensuring the provision of necessary ground facilities
for passengers and luggage. Either party may terminate the agreement if the other party becomes
insolvent or is unable to perform its obligations under the charter.

A commercial agreement dated 24 June 1999 between easyJet UK and easyJet Switzerland setting
out the terms upon which easyJet Switzerland is licensed to use the easyJet marks, livery and
colour scheme, including the terms upon which it is to operate specified flights from designated
airports as part of the easyJet business. Unless requested by easyJet UK, easyJet Switzerland may
not operate any other flights. easyJet Switzerland requires easyJet UK’s consent to assign or
otherwise transfer any part of its operation in relation to the licensed flights. easyJet UK must
arrange and pay for the direct operating costs of the licensed flights covering all aspects of the
operation of the aircraft and to provide certain management services (for which easyJet
Switzerland pays a management charge). easyJet UK also pays a “Block Hour Charge™ to easyJet
Switzerland based on the hours operated in-flight and whilst taxiing on the ground. The Block
Hour Charges and management charges are subject to annual review to take effect in writing.
The agreement may be terminated by either party on six months’ written notice. easyJet UK may
terminate the agreement if easyJet Switzerland undergoes a change of control without easyJet
UK’s specific written consent or challenges the validity of easyJet UK’s intellectual property
rights. Both parties have the right to terminate in the event of the other party’s insolvency or
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default. On expiry or termination of the agreement, easyJet Switzerland will cease to use easy]Jet
UK’s intellectual property.

12.1.14 A shareholders’ agreement {the “Swiss Shareholders Agreement”) in relation to easyJet
Switzerland, dated 24 June 1999 entered into between Markus Seiler, Ernst Stachelin, Jean-
Marc Thévenaz {together the “Individual Shareholders”) and easyJet Holdings Limited (as
amended by the addenda referred to below). The agreement provides:

{a) Each Individual Shareholder is a director only for so long as he owns shares in easy]et
Switzerland. easyJet Holdings Limited is entitled to appoint only two directors (the “casyJet
Directors”) and to remove and replace such directors. If easyJet Holdings Limited acquires
all the class A shares of one of the Individual Shareholders, easyJet Holdings Limited will be
entitled to appoint one director in respect of those shares.

(b) The Individual Shareholders may not transfer their shares (that is, dispose of any shares or
encumber the share options (see below) without the prior consent of easyJet Holdings
Limited).

(¢c) The Individual Shareholders are required to procure that easyJet Switzerland does not
increase its share capital, grant any third party any right to shares or issue any shares
without the prior consent of easyjet Holdings Limited.

(d) The ‘parties agree to grant the following share options:

(i) The call option: the Individual Shareholders each grant easyJet Holdings Limited an
option to purchase up to 8,273 class A shares of easyJet Switzerland, that is up to a
total of 24,819 class A shares of easyJet Switzerland (the “Option Shares™). This call
option may be exercised in whole or in part. If it is exercised in part only, the balance
of the option will continue to be exercisable.

(ii) The put option: easyJet Holdings Limited grants to each Individval Shareholder the
option to sell to it the 8,273 class A shares of easyJet Switzerland that each of them
holds. This option may only be exercised for all the Individual Shareholder’s shares.

The call and put options may be exercised at any time by either party sending written notice
to the other parties. The purchase price for all 24,819 Option Shares will be 2,040,000
Swiss francs. In the case of a partial exercise of the Call Option, the Option Price will be
calculated pro rata. In consideration of the grant of the Call Option, easyJet Holdings
Limited will pay each of the Individual Shareholders 13,732.50 Swiss francs on 30
September each year.

(e} If an Individual Shareholder wishes to transfer his shares to a third party, easyJet Holdings
Limited shall have a right of first refusal. '

(f) The agreement will terminate in the event of:
(i) a written agreement between the parties; or

(ii) easyJet Holdings Limited being the only remaining shareholder of easyJet Switzerland
or no longer being a shareholder of easyJet Switzerland; or

(iii) final liquidation of easyJet Switzerland; or

(iv) the commencement of proceedings in bankruptcy or receivership of easyJet
Switzerland; or

{v) the lapse of fifteen years from the date of the Agreement.

12.1.15 The Swiss Shareholders’ Agreement has been varied by three addenda dated 17 November 1999,
29 February 2000 and 30 April 2000 the most important effect of which is that Phillipe Vignon
has assumed the rights and obligations of Markus Seiler and easy]Jet plc has assumed the rights
and obligations of easyJet Holdings Limited (including under the call option and put option).

12.1.16 A shareholders’ agreement dated 23 February 1999 between FLSA, easyfet UK and easyTech
relating to easyTech, a joint venture company set up to provide exclusive line maintenance and
maintenance control services for easyJet UK’s aircraft fleet ac London Luton Airport and
throughout the network, under subcontract from FLSA. FLSA subscribed for 73 ordinary shares
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g of £1 each (taking FLSA’s total holding following completion to 75 ordinary shares of £1 each),
F and easyJet UK subscribed for 25 ordinary shares of £1 each (together the “Shareholders”). The
f easyTech board comprises a maximum of 4 directors. FLSA may appoint up to three directors.
f easyJet UK may appoint one director. Board meetings have a quorum of two, which must always
| include the easyJet UK-appointed director or histher alternate. The chairman will always be an
. FLSA director, who has a second or casting vote. Voting at board level is by majority or by
F written resolution signed by all the directors, save that certain matters are reserved as requiring
unanimous board approval. The shareholders are prohibited from disposing of any share while
the maintenance agreement between FLSA and easyJet UK remains in force, except with the
written consent of all other shareholders, to a member of its corporate group, or in accordance
with the option provisions. Any new shareholder must agree by deed to be bound by the
shareholders’ agreement as a condition precedent to any transfer of shares.

easyJet UK and FLSA are respectively granted a call option (option to purchase all of the other
party’s shares in easyTech at the option price) and a put option (option to sell all of its shares in
easyTech to the other party at the option price), which are both exercisable in the event of
termination of the line maintenance and maintenance control services. easyJet UK has the right
to exercise its options first. The option price s the price per share that shall equal one hundredth
of the value of the net tangible assets of easyTech. FLSA also grants easyTech a non-exclusive
trademark licence to use the FLS trade mark, name and logo for the purpose of carrying on
easyTech’s business. The licence will terminate on termination of the shareholders’ agreement or
if easyJet UK acquires all of the shares in easyTech. The parties are subject to various restrictions,
including confidentiality of business information and the terms of the shareholders’ agreement, a
prohibition on the use of names or marks similar to FLS or easyTech following termination and
the non-solicitation of employees whilst either FLSA or easyJet UK remains a shareholder and for
18 months thereafter. The agreement ceases to bind any shareholder which ceases to own any
casyTech shares, and will terminate on the winding up of easyTech. Any purported assignment
of the benefit of the agreement shall be void.

12.1.17 Intellectual property licence dated 23 February 1999 between easyJet UK, easyTech and FLSA
for the use in easyTech’s business, of the “easyTech” trademark, all associated logos and designs
and any copyright or other related rights therein, together with the easyJet UK orange colour and
font when used in conjunction with the trademark. The licence is exclusive to the extent that
easyTech is able and willing to carry out the business in the countries of Europe and the USA.
The licence will terminate on the earlier of termination of the shareholders’ agreement or easyJet
UK ceasing to hold any easyTech shares. easyJet UK may also terminate the agreement if
easyTech ceases to carry on the business, becomes insolvent, fails ro remedy a default or
challenges the validity of the licence. The consequences of termination include, on easyJet UK’s
request, an assignment by easyTech to easyJet UK of any and all accrued goodwill in the
intellectual property, easyTech’s co-operation in cancelling any formal registration of the licence
and the removal of the trade mark from any materials used in connection with the business.
easyTech may neither assign nor grant any sub-licences of its rights under the licence. easyTech is
also subject to various obligations to maintain the integrity of the licensed intellectual property.
FLSA guarantees easyTech’s obligations under the intellectual property licence and trade mark
licence summarised in paragraph 12.1.18 below, and shall indemnify easyJet UK against 75 per
cent of all liabilities which easyJet UK may incur in the event of default.

12.1.18 A trade mark licence between easyfet UK and easyTech for use of the “easy'Tech” trade mark in
relation to easyTech’s business. This licence is provided for, and included as a schedule to the
intellectual property licence summarised in paragraph 12.1.17 above. This royalty-free licence is
to last so long as easyTech remains bound by the intellectual property licence, and may be
terminated by easyJet UK forthwith for easyTech’s failure to remedy a default. The licence will
also terminate automatically in the event of easyTech’s insolvency or the termination of the
intellectual property licence. easyTech may not assign the licence.

12.1.19 The assignment, brand consolidation agreement and brand licence summarised in Section 14 of
this Part VIL

13. BOEING CONTRACT

13.1 On 23 July 1998, easyJet Holdings Limited entered into a contract with Boeing (subsequently amended
by a Supplemental Agreement between casyJet Holdings Limited and Boeing dated 29 March 2000 and
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assigned from easyJet Holdings Limited to the Company under an assignment and assumption
agreement dated 30 April 2000 berween easyJet Holdings Limited and the Company, such assignment
being consented to by Boeing) (the “Boeing Contract™) pursuant to which the Company will purchase 32
new Boeing 737-700 aircraft, and has rights to purchase an additional 30 such aircraft. The principal
features of the Boeing Contract are as follows:

13.1.1

13.1.2

13.1.3

Delivery Schedule

The Company took delivery of the first 737-700 aircraft on 13 October 2000, with additional
deliveries currently scheduled as follows: two aircraft in 2000, six aircraft in 2001, nine aircraft
in 2002, eight aircraft in 2003 and the final six aircraft in January 2004. The first 15 aircraft to
be delivered are referred to as the “Block A” aircraft and the remaining 17 are referred to as the
“Block B” aircraft.

Price

The “Basic Price” (equivalent to a standard list price for an aircraft of this type} for each of the
737-700 aircraft (defined as a per aircraft airframe price, including engines, plus the per aircraft
price for certain optional features agreed between the parties) is US$37,168,500 (£25,902,700)
for the Block A aircraft and US$39,781,000 (£27,723,100) for the Block B aircraft (in respect of
aircraft to be delivered after 31 December 2003 this price is an estimate only). The “Basic Price”
will be increased by (a) an estimated U$$1.55 million (approximately £1.1 million) per Block A
aircraft and UU$$1.6 million (approximately £1.1 million) per Block B aircraft for certain “seller-
purchased” equipment the Company has asked Boeing to purchase and install on each of the
aircraft, and (b) an “Escalation Factor” designed to increase the Basic Price of any individual
aircraft by applying a formula reflecting increases in the published U.S. Employment Cost and
Producer Price Indexes between the time the Basic Price was set and the period six months prior
to the delivery of such aircraft. The Company is also responsible for the payment of any taxes on
the aircraft other than certain UJ.S. federal income taxes and Washington State taxes imposed
upon Boeing.

Boeing has granted the Company substantial confidential price and payment terms concessions
with regards to the 737-700 aircraft. These include: (a) credit memoranda to the Company for
the amount of such concessions, which the Company may apply toward the purchase of goods
and services from Boeing or toward certain payments, other than advance payments, in respect
of the purchase of the aircraft; and (b) Escalation Factor sharing arrangements. Boeing and CFM
International S.A. (the manufacturer of the CFM356-7B24 engines to be fitted on the purchased
aircraft} have also agreed to give the Company certain allowances for promotional and other
activities, as well as providing other goods and services to the Company on concessionary terms.

¥

Payment Terms

Subject to the concessions granted, the Company was required to pay Boeing one per cent of the
Basic Price of each of the 32 Boeing 737-700 aircraft at the time of signing the Boeing Contract
and will be required to make periodic advance payments of the purchase price for each aircraft it
has agreed to purchase during the course of the two-year period preceding the delivery of each
aircraft. As a result of these required advance payments, and subject to the concessions granted,
the Company would be required to pay up to 30 per cent of the total cost of each aircraft plus the
“Escalation Factor” prior to its delivery (before the deduction of credit memoranda and other
concessions due), with the balance of the net price being due at the time of delivery.
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The following table sets out the delivery dates for the aircraft, together with the schedule of
payments excluding the “Escalation Factor” and the substantial confidential price and payment
terms concessions granted to the Company by Boeing:

Aircraft Payment Schedule

Advance Payment per Aircraft
{(Amounts Due/Months, prior to Delivery)

Total Balance

Seller 21/18112/9/6 advance payment due

purchased mts payment at delivery

Dellvery date per Basic price equipment Total cost At signing 24 months 5% 30% 70%
aircraft uss uss uss 1% USS 4% US§ uss uss uss
37,168,500 1,550,000 38,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950

37,168,550 1,550,000 38,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950

Dec 2000 . 37,168,560 1,550,000 38,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950
July 2001 . 37,168,500 1,550,000 38,718,500 387,18% 1,548,740 1,935,923 11,615,550 27,102,950
Aug 2001, 37,168,500 1,550,000 38,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950
Aug 2001, 37,168,500 1,550,000 38,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950
Sept 2001, 37,168,500 1,550,000 38,714,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950
Ocr 2001.. 17,168,500 1,530,000 18,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950
Dec 2001 . 37,168,500 1,550,000 38,718,500 387,185 1,548,740 1,835,925 11,615,550 27,102,950
Jan 2002.. 37,168,500 1,550,000 38,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950
Feb 2002.. 37,168,500 1,550,000 34,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950
Feb 2002.. 37,168,500 ~ 1,550,000 38,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950
Mar 2002, 37,168,500 1,550,000 38,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950
Apr 2002 . 37,168,500 1,550,000 38,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,%50
May 2002 37,168,500 1,550,000 38,718,500 387,185 1,548,740 1,935,925 11,615,550 27,102,950
May 2002 39,781,000 1,680,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Sept 2002 . 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Oct 2002 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Jan 2003 38,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Feb 2003 34,781,600 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Mar 200, 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Apr 2003 39,781,000 1,600,000 41,381,000 413,310 1,655,246 2,069,050 12,414,300 28,966,700
May 2003 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
June 2003 ... 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,065,050 12,414,300 28,966,700
Aug 2003 ... 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,065,050 12,414,300 28,966,700
Sepr 2003 .. 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Jan 2004 ... 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Feb 2004... 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Feh 2004 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Mar 2004.. 32,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
April 2004,... 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
May 2004 .. 39,781,000 1,600,000 41,381,000 413,810 1,655,240 2,069,050 12,414,300 28,966,700
Totalii e 1,233,804,500 50,450,000 1,284,254,500 12,842,545 51,370,180 64,212,725 385,276,350 898,978,150

Note:

*
This payment schedule does not take account of the Escalation Factor, which increases the “Basic Price” of each aircraft to reflect
increases in the published U.S. Employment Cost and Producer Price Indexes, or the deduction of credit memoranda or other concessions
due.

13.1.4 Boeing Support

In addition to manufacturing and delivering the aircraft, the Boeing Contract requires Boeing to
provide various ancillary goods and setvices to the Company both prior to delivery of the aircraft
and throughout the period when they are operated by the Company. These ancillary goods and
services include operations and field service engineering, technical support and training, spare
parts support, training of the Company’s flight crews in the operation of the aircraft and a
complete set of technical manuals, software and other materials (including subsequent revisions)
with respect to each aircraft.

Under the Boeing Contract, Boeing has also provided the Company with a 48-month warranty on
the 737-700 aircraft (including warranties against defects in design, materials or workmanship
and a warranty that the aircraft comply with agreed specifications). It has also agreed to
indemnify the Company against any intellectual property infringement claims that may be
brought in respect of the aircraft. Boeing also indemnifies the Company against any claims in
connection with any demonstration or test flights of the aircraft prior to transfer of title to the
aircraft to the Company. The Company has provided Boeing with indemnities with respect to
equipment furnished by the Company for installation in the aircraft (if any).
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13.1.5 Termination and Assignment

The Company and Boeing’s respective obligations to buy or sell any individual aircraft may be
terminated by either party in the event of a bankruptcy or similar event affecting the other party
or if any scheduled delivery of an aircraft is delayed for more than 12 months because of an
“excusable delay” (which includes, acts of god, war, government acts, fires, floods, earthquake,
strikes and other causes beyond Boeing’s control and not caused by its fault or negligence). The
Boeing Contract also generally provides that the rights and obligations of the parties may not
(subject to certain stated exceptions) be assigned ot transferred to non-affiliated third parties
without the consent of the non-transferring party.

13.1.6 Certain Terms of the Options

The Boeing Contract grants the Company options to acquire up to 15 additional Boeing 737-700
aircraft (the “Purchase Rights Aircraft”), together with rolling options to acquire 15 further
aircraft (see below). The Company is required to exercise its option with respect to any Purchase
Rights Aircraft no later than 18 months prior to the requested delivery date of the relevant
Purchase Rights Aircraft. There are currently no scheduled delivery dates for the Purchase Rights
Aircraft. The determination of the final purchase price for each of the Purchase Rights Aircraft
(including the escalation mechanism and pricing and other concessions) is substantially similar to
that for the 32 737-700s that the Company has agreed to purchase.

Each time the Company exercises one of the options, Boeing will offer to sell an additional aircraft
{a “Rolling Purchase Rights Aircraft”} to the Company on a one-for-one basis, giving a total of up
to 15 Rolling Purchase Rights Aircraft. Each Rolling Purchase Rights Aircraft will be sold by
Boeing at a price calculated in a similar way to the price for the Purchase Rights Aircraft.

BRAND

On 5 November 2000 easyJet UK entered into a number of agreements relating to the “easy” brand
intellectual property rights.

14.1 Brand Consolidation Agreement

This is an agreement between easyGroup IP Licensing and all the companies in the “easy” group having
rights in or using the intellectual property rights supporting the “easy” brand, which contains the
agreement amongst them to consolidate ownership of the easy intellectual property rights in easyGroup
IP Licensing and for it to licence those rights back. The principal terms of this agreement are as follows:

14.1.1 easyJet UK (and other relevant easy brand companies) declares that it holds certain trade marks
and domain names which do not relate to its business as nominee for other companies in the easy
group;

14.1.2 easyJet UK (and all of the other companies in the easy group having rights and/or using the easy
brand) declares that it holds certain rights used in common (such as name “easy” and the orange
and white get up) for itself and as nominee for all other easy brand companies; and

14.1.3 easyGroup IP Licensing confirms its agreement to grant licences and subject to that grant easy]et
UK {and the other easy brand companies) agrees to assign its intellectual property rights relating
to the “easy brand” to easyGroup IP Licensing.

14.2 Assignment

Pursuant to the Brand Consolidation Agreement, easyJet UK assigned all its interests in the easyJet and
other “easy” intellectual property, brands and URLs to easyGroup IP Licensing subject to the prior
agreement of easyGroup IP Licensing to grant easyJet UK a perpetual licence for a royalty of £1 per
annum to use the easyJet brand and certain other “easy” intellectual property rights on the terms of the
easyJet brand licence referred to in 14.3 below. easyGroup IP Licensing agreed to indemnify easyJet
against any capital gains tax liability it may suffer arising out of the assignment of the intellectual
property rights. (
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14.3 Brand Licence
The principal terms of the brand licence are as follows:

14.3.1

14.3.2

14.3.3

14.3.4

14.3.5

14.3.6

14.3.7

14.3.8

14.3.9

14.3.10

easyJet UK is granted a right to use the easyJet name exclusively and the other easy branding
such as orange livery non-exclusively for the licensed activities {the “Licensed Activities”). The
Licensed Activities are the core activity of passenger transport in fixed wing aircraft and
ancillary and conducive activities provided, in the case of ancillary and conducive activities that
a number of easyJet’s peer group {being European flag carriers and European and American
low-cost airlines) are undertaking that activity and the aggregate of the ancillary and conducive
activities does not exceed 235 per cent of the easyJet’s consolidated revenues in a 12 month
petiod.

easyJet UK must devote its efforts exclusively to the Licensed Activities and must use its best
endeavours to exploit its rights in connection with those activities.

Whilst easyGroup IP Licensing undertakes not to license or permit any person to carry on a core
activity which competes with easyJet’s core activity for the term of the licence and for three
years thereafter, other licensees of the easy brand may have activities which are ancillary or
conducive to their own core activity which compete with easyJet’s core activities; similarly
easyJet’s ancillary and conducive activities may compete with other licensee’s core activities.

easyJet UK agrees to maintain high standards of quality and presentation with regard to the
brand, to use the easy “get up” strictly, not to use its rights in a manner which would allow the
brand to: lose distinctiveness; become liable to mislead the public; or become generic and not to
use the rights in a way which would be detrimental to the goodwill and reputation of easyGroup
IP Licensing. easyJet also agrees to comply with all relevant laws and regulations and to obtain
all necessary consents and licences to carry on its business and not to infringe the intellectual
property rights of any third party.

easyGroup IP Licensing has primary responsibility for maintaining and extending trade mark
registrations. easyJet UK does, however, have limited rights to register and maintain
registrations itself. Where easyJet UK does so, it must assign any trade mark it obtains to
easyGroup IP Licensing.

easyGroup IP Licensing is responsible for taking proceedings against any third party infringers
and has complete discretion as to whether to settle or dispute claims and as to the method of
conducting the litigation. If it does not bring a claim requested by easyJet UK within specified
time periods, easyJet UK can bring proceedings itself, but cannot force easyGroup IP Licensing
itself to bring proceedings against alleged infringers. easyGroup IP Licensing, at its option, may
join easyJet in any action brought by easyGroup IP Licensing against alleged infringers.

easyJet UK must provide all assistance which easyGroup IP Licensing requires in bringing any
action against a third party infringer. This includes allowing the proceedings to be brought in
the name of easyJet UK. easyJet UK bears all its own costs in so doing and is responsible for all
costs incurred in claims or defences relating to the easyJet brand. easyJet’s obligation to meet
costs is capped at £100,000 per claim and £1 million per vear, subject to annual indexation.
Thereafter its consent must be obtained which is not to be unreasonably withheld.

easyGroup IP Licensing retains sole discretion in bringing actions against other easy licensees for
breach of their licence except that easyJet UK can bring an action against a fellow licensee if
easyGroup IP Licensing does not act within one year of easyJet UK making a complaint or after
six months where the fellow licensee’s breach results from activity outside its own licensed
activities or in excess of the specified turnover tests and causes or is likely to cause loss or
damage in relation to easyJet’s core activity.

Each of easyjet UK has agreed to indemnify easyGroup IP Licensing against any capital gains
tax liability it may suffer arising out of the assignment of and licence of the intellectual property
rights.

easyGroup IP Licensing’s maximum liability is limited to £10 million over the term of the
licence. The Company guarantees easyJet UK’s obligations and easyGroup (UK) Limited
guarantees easyGroup IP Licensing’s obligations plus its indemnity as to tax in the assignment,

Stelios Haji-loannou has agreed not to be involved in another airline business with a core
activity of passenger transport in fixed wing aircraft from the date of the licence until the expiry
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14.3.11

14.3.12
14.3.13

of the period ending three years after the later of: (a) his ceasing to hold at least five per cent of
the share capital of the Company; and (b) his ceasing to have control of easyGroup IP Licensing
or, if earlier, the termination of the brand licence. If the brand licence terminates for insolvency
the three year period shall not apply. This covenant will not prevent Stelios Haji-loannou from
being involved in private jet charter or the holding of five per cent in a publicly quoted airline
company provided he has no management role. For this purpose the chartering of private jets
means the chartering of entire jets to an individual or company but not selling seats directly or
indirectly to members of the public and not operating regular scheduled services. The Directors
believe this does not compete with easyJet’s core business.

easyGroup IP Licensing can terminate the brand licence if easyJet UK commits a material breach
of any term of the licence which is not remedied within 90 days {except in the case of material
breach arising out of ancilliary and conducive activities exceeding 25 per cent of consolidated
revenues where easyJet UK must within six months demonstrate compliance with this provision
over the last three months). Certain specified breaches automarically constitute a material
breach (such as a failure to strictly comply with the easy “get up”). easyGroup IP Licensing may
terminate if an insolvency event occurs in relation to easyJet UK and remains unremedied for
one year.

easyJet UK may at any time terminate the licence.

If the licence is terminated, easyJet UK must cease all use of the easy name and branding within
90 days and must deliver up all branded materials. easyGroup IP Licensing will, however, be
required not to use easyJet UK’s URL and maintain a hotlink to an address of easyJet UK’s
choice for a further nine months after termination to enable easy]et UK to transfer its business to
a new URL address.

15. GENERAL

15.1 Premises

15.1.1 The following table gives details of the principal establishments presently used by easyJet:
Tenure and Approximate
date term area in
Premises expires Current use Current rental sq. feet
easyLand London Luton.............. Leasehold Telesales and {24.3.00 - 19,500
expires Offices 31.12.00) ({with adjoining
31.12.08 £43,678* portacabins of
2,185)
Geodesic Hangar London Luton..  Leasehold (not Airport £165,000 pa | 16,372
vet completed Handling
- will expire Services
31.03.01
currently

occupying on
the basis of
implied
tenancy at
will)

This price reflects easyfet’s initial investment in the buildings.
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15.1.2

15.1.3

15.2 Expenses

In addition to the principal establishments referred to in paragraph 15.1.1 the Company
occupies properties under various leases/tenancy/licence agreements:

» offices, stores, restrooms, London Luton (expiring 31/12/02);
» Hangar 1 Liverpool Airport (expiring 21/09/09);
» Crew Room 3, 4 & 5 London Luton {not yet completed — will expire 30/04/03);

»  Offices, Ground and First Floors, Modular Building, Liverpool Airport (terminable on
one month’s notice); (NB: easyJet moved to this accommodation on 2/10/00. A new
agreement is being negotiated);

» Airline Ticketing Desk, New Terminal Building, London Luton Airport — expiring
31/03/03)

»  Offices — Geneva Airport (expiring 31/12/04); and
»  Office — Schiphol Airport, Amsterdam {not yet completed).

Various ticket, sales, check-in, baggage and office desk services are provided under handling
agreements or direct with airports at the following locations: Aberdeen, Amsterdam, Athens,
Barcelona, Belfast, Edinburgh, Geneva, Glasgow, Liverpool, Madrid, Malaga, Nice, Palma,
Stansted and Zurich. A further such agreement is being negotiated in respect of services at
Gatwick.

The expenses of and incidental to the Global Offering including the London Stock Exchange fee, the UK
Listing Authority fee, professional fees and the costs of printing and distribution are estimated to amount
to £12.3 million (inclusive of VAT and assuming no exercise of the Over-allotment Option) all of which is
payable by easyJet plc. This figure also includes the total remuneration of the Joint Bookrunners and the
Underwriters including underwriting commission expected to be approximately £7.8 million {assuming
no exercise of the Over-allotment Option).

15.3 Significant changes

There has been no significant change in the financial or trading position of the Group since 30 September
2000, the date to which the financial information in Part VI of this document was made up.

15.4 Litigation

15.4.1

On 26 February 1998, easyJer UK commenced proceedings in the High Court against British
Airways plc (“BA”) alleging abuse by BA of its dominant position contrary to Article 82 of the
EC Treaty. The alleged abuse was the unlawful cross-subsidisation by BA of its wholly owned
subsidiary Go Fly Limited (“Go”). Go had been recently formed as an airline to serve the low-
fare market and was due to commence service in May 1998. BA applied unsuccessfully to the
High Court to strike out easyJet UK’s claim and the claim will be listed for trial on a date yet to
be fixed but likely to be some time during 2001. At the same hearing easyJet applied
unsuccessfully for an interim injunction. In each case the unsuccessful party was ordered to pay
the costs of the other. easyJet UK’s claim is for an order that BA desist from cross-subsidising
Go. In essence, easyJet has alleged that cross-subsidisation by BA is affording Go an artificially

~ low cost base, thus distorting competition in the market for low-fare scheduled air services.

15.4.2

Whilst easyJet is confident that it is proper to have brought these proceedings and to continue to
pursue them, there can be no assurance that the outcome will be favourable to easyJet and, in
consequence, there can be no assurance that BA will be prevented from cross-subsidising or
otherwise supporting Go or that easy]Jet will recover the cost of the proceedings or avoid further
liability for BA’s legal costs as well as its own. easyJet’s own costs to date in relation to this
action are approximately £260,000. Whilst easyJet has no information on BA’s costs it is likely
that they are of a similar order.

The Swiss Federal Tax Administration (“SFTA”) has brought two claims against easyJet
Switzerland, both relating to VAT. The first relates to VAT which the SFTA claims should have
been charged by easyJet Switzerland to tour operators for charter services provided and the
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15.4.3

15.4.4

15.4.5

second relates to VAT on the importation of aircraft. On 1 January 1995, the Swiss government
introduced a new VAT regime. easyJet Switzerland (under its former name TEA Basel AG) filed
its VAT returns on the basis that the charter operations of easyJet Switzerland were not subject
to Swiss VAT. The SFTA assessed easyJet Switzerland’s returns on the basis that Swiss airline
charter operations were subject to Swiss VAT. Following successive proceedings and appeals, in
1998 the Federal Recourse Committee for VAT matters, a specialised court dealing with tax
matters, ruled in favour of easyJet Switzerland, stating that its charter operations were not
subject to VAT, In 1999, the SFTA appealed against this decision to the Swiss Federal Court (the
highest court in Switzerland). easyJet Switzerland presented such documentation to the Swiss
Federal Court on 14 July 2000. Either an oral hearing and/or a decision is expected before the
end of 2000. easyJet Switzerland has also opposed a VAT charge on the importation of aircraft
into Switzerland. This case has been stayed pending the decision of the Swiss Federal Court in
the proceedings relating to charter operations. If easyJet Switzerland wins the cases, VAT on
past expenditure will be recoverable (approximately 8 million Swiss francs plus interest). If
easyJet Switzerland loses the cases but is able to recover VAT from its customers, it would only
be liable for interest on the unpaid VAT (approximately £1.5 million). If however VAT cannot
be recovered from customers then easyJet Switzerland may be required to pay £9.4 million
representing unpaid VAT of £11 million plus interest of £1.5 million, less interest due on tax
credits held of £3.1 million. Based on legal advice received, the Directors believe that there is a
reasonable expectation of success in this action.

easyJet UK initiated proceedings in the High Court against London Luton Airport Operations
Limited seeking a declaration as ro the correct date of termination of the agreement relating to
the provision of passenger facilities at the terminal at London Luton entered into by easyJet UK
and London Luton Airport Operations Limited in 1998 on the same terms as an earlier
agreement between easyJet UK and London Luton Airport Limited. The Company and London
Luton Airport Operations Limited have settled these proceedings on terms that the agreement
will terminate in February 2001. easyJet has acknowledged and accepted that it would not
assert the continuing existence after 1 February 2001 of any contract between itself and London
Luton Airport Limited.

At the end of October 2000, a Mr Schur issued a claim against easyJet UK, alleging that
easyJet’s yield management system infringes a patent granted to him in 1993 and seeking
injunctive relief and an inquiry as to damages or an account of profits. Until an inquiry or an
account of profits, such claims remain unspecified. These proceedings are being brought on his
behalf by a firm of solicitors on a conditional fee basis. Mr Schur had earlier raised the issue
with easyJet in 1999 but after easyJet had rejected his claim in December 1999 easy]et heard
nothing further of the claim and believed the marter was concluded.

easyJet management believes that yield or revenue management software ptoducts were on the
market for some years before the patent was applied for and hence believe that the patent may
be wholly invalid or, if partially invalid, may not have been infringed. easyJet has instructed
solicitors to consider the claim. If the patent is valid and the infringement action succeeds, the
claimant would be entitled to an injunction to restrain further infringement and compensation
for past infringement. He could also require easyJet to pay royalties were it to continue to use
the infringing system.

Other than as mentioned above, no member of the Group is or has been involved in any legal or
arbitration proceedings which may have, or have had during the twelve months prior to the date
hereof, a significant effect on the financial position of the Company or the Group, nor is the
Company aware that any such proceedings are pending or threatened.
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15.5 Additional information on the Board and senior management

15.5.1 Tn addition to their directorships in the Company and subsidiaries of the Company, the
Directors hold, or have held, the following directorships and are, or were, partners of the
following partnerships, over or within the past five years:

Director's name

Current directorships/
partnerships

Past directorships/partnerships

Stelios Haji-loannou..............

Raymond Webster.................

Christopher Walton...............
Michael Cooper ..cocovvviveeennns

Vilhelm Hahn-Petersen

Keith McMann.....ococeeniiininnn
Colin Day ceeoeeer e

Amir Eilon ....coovvceiicciiiennns

Nick Hartley...oooccveneeeeririenns

Tony Hsley .ovveverririininacnenn.

John Quelch.......occoiieciiennnene

easyGroup (UK) Limited
easyEverything Limited
casyRentacar (UK) Ltd
easyMoney Limited
casyValue Limited
easy.com Limited

easyJet Holdings Limited
easyGroup Limited
easyGroup (IP Licensing)
Limited

Stelfund Limited

Stelinvest Inc

Stelmar Shipping Limited
Stelsoft Limited

Stelios Haji-Ioannou is also
the director of a number of
offshore single purpose asset
holding companies

The Airline Group Limited
easyJet Switzerland SA

easyJet Switzerland SA
None

Reckitt Benckiser PLC
Belt Group PLC

easyGroup (UK) Limited
easyEverything Limited
easyRentacar Limited
easyMoney Limited
easyValue Limited

easy.com Limited

N. Square Properties Limited
Eilon 8z Associates Limited

Stelmar Shipping Limited
easyGroup (UK) Limited
easyEverything Limited
easyRentacar Limited
easyMoney Limited
easyValue Limited
easy.com Limited

N. Hartley Consultancy
Limited

None

WPP Group plc
Blue Circle Industries plc

Troodos Maritime International SA

None

None

Digital Travel Group Limited
Portland Direct Limited

FLS Aerospace {UK) Limited
FLS Aerospace {IRL) Limited
FLS Aerospace (ESP) SA

FLS Aerospace (DK) A/S
easyTech

Scottish Airports Limited
Capricorn (UK) Limited
Aegis Group ple

Vero Group PLC

Vine Telecom Limirted

Credit Suisse First Boston Limited
Barclays de Zoete Wedd Limited

Homepages Limited

Telewest Communications PLC
Walkers Snack Foods Limited

Pentland Group plc
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15.5.2 Save as disclosed in paragraphs 15.5.3, 15.5.4, 15.5.5 and 15.5.6 of this Part VII, none of the

15.5.3

15.5.4

15.5.5

Directors or senior management has:
{a) any unspent convictions in relation to indictable offences;

{b) at any time been adjudged bankrupt or been the subject of any individual voluntary
arrangement in the United Kingdom or elsewhere;

(c} atany time been a party to a deed of arrangement or any form of voluntary arrangement (as
defined in Part VIII of the Insolvency Act 1986);

(d) any unsatisfied judgements outstanding against him;

(e) been subject to any public criticism by any statutory or regulatory authority or professional
body;

(f) been disqualified by a court from acting as a director of a company or from acting in the
management or conduct of the affairs of any company;

(2) been a director of a company which has been placed in receivership, compulsory liquidation,
creditors” voluntary liquidation or administration or entered into any company voluntary
arrangement or any composition or arrangement with its creditors generally or any class of
creditors whilst he was a director of that company or within 12 months preceding such
events;

(h) been 'a partner in a partnership which has been placed in compulsory liquidation or
administration or entered into any partnership voluntary arrangement whilst he was a
partner or within 12 months preceding such events; or

(i) any asset which has been placed in receivership or been a partner of any partnership whose
assets have been placed in receivership whilst he was a partner of such partnership or within
12 months preceding such event.

In June 1999 the UK Securities and Futures Authority (“SFA”) settled disciplinary proceedings
against Amir Eilon and Barclays de Zoete Wedd Securities Limited (“BZWS”) brought in relation
to a breach of its rules by fining them £10,000 and £100,000 respectively and requiring them to
pay its costs. The breach occurred whilst Amir Eilon was working as co-Head of the Equity
Capital Markets team at BZWS acting as the senior person on the flotation of a client on the
London Stock Exchange when he procured that BZWS sold shares it held in the client company in
order to stabilise the market price in the incorrect belief that such action was permitted under the
SFA’s stabilisation rules. The SFA publicly acknowledged that both Amir Eilon and BZWS co-
operated fully with its investigation. The SFA subsequently granted Amir Eilon authorisation
under its regulatory framework to start Eilon & Associates as a sole practitioner giving corporate
finance advice.

In April 1991, the oil tanker MV Haven sank off Genoa, Italy following a series of explosions.
The ship was managed by Troodos Maritime International SA (“Troodos”), a shipping company
owned by Loucas Haji-loannou, the father of Stelios Haji-loannou. Certain members of the crew
were killed in the incident and certain commercial and environmental damage was caused. The
civil acrions associated with the incident have been substantially settled. Criminal charges of
manslaughter, shipwreck, causing oil pollution, assisting in attempted extortion and attempting to
bribe witnesses were brought against Stelios Haji-loannou, his father and another director of
Troodos in Italy. Stelios Haji-Ioannou, who was 24 at the time, was working for and a director of
Troodos when the accident occurred. Each of the defendants including Stelios Haji-loannou was
acquitted of all charges in the court of first instance which decided that there was either no factual
or legal basis to support the charges. After an appeal by the prosecution, the court of appeal
unanimously dismissed the appeal and upheld the trial court’s acquittal of the defendants. The
public prosecutor filed an appeal on 28 October 2000 with the Italian Supreme Court in respect of
the charges of manslaughter and shipwreck only. The lawyers representing Stelios Haji-Ioannou
have confirmed that any such proceedings would be vigorously defended and are not expected
ultimately to result in any sanction affecting him.

Stelios Haji-loannou may also face a criminal action against him in Greece arising out of an
advertisement placed by easyJet in the Athens Sunday press on 11 October and 18 October 1998
(the respective dates of election and run-off election for regional and local administration
authorities), inviting all those who would like to “avoid the hassle of the election” to fly to
London with easyJet. The Curator of the Association of Tourist and Travel Agents, Christos
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Psaltis, filed a report of criminal denunciation, alleging that through this publication, easyJet was
offering bribes to voters, in exchange for them neglecting to exercise their electoral rights.

Following the above report, the Public Prosecutor of Athens Court of Misdemeanors initiated a
criminal prosecution for the offence of bribery during election, committed through the press. This
prosecution was directed against Stelios Haji-Ioannou, as the legal representative of easyJet UK
and Chairman of its Board since it could not be directed at easyJet UK. If proved, the offence is
punishable with imprisonment for a term of between three months and three years. Under Greek
law, such offences, committed through the press, are time barred 18 months after the offence was
allegedly committed. This alleged offence is over 2 years old.

Currently the case is with the Public Prosecutor of the Athens Court of Misdemeanors, awaiting
her final opinion on whether Stelios Haji-loannou is to be committed to trial, acquitted, or
whether the criminal prosecution against him should cease on grounds of time bar. This decision
remains within the sole discretion of the public prosecutor as to when (or if) she will implement
one of the above actions. There is no deadline for this decision. However, Stelios Haji-Ioannou
has received legal advice that such a prosecution is likely to be time barred and unlikely to succeed
on the merits in any event.

15.5.6 Stelios Haji-loannou also has been involved in two cases in Greece involving members of his
family.
In the first case,.Stelios Haji-loannou’s former brother-in-law alleged that Stelios Haji-loannou,
his father, uncle, brother and sister had lied in their affidavits which they had presented to the
court in support of an action which was run in parallel to divorce proceedings between the
brother-in-law and Stelios Haji-Ioannou’s sister claiming back from the brother-in-law US$50
million they alleged had been invested in ships rather than as he alleged, given to him as a gift. The
brother-in-law obtained a judgement against Stelios Haji-Ioannou, his father, uncle, brother and
sister, when they did not appear in court to contest the case. On appeal the court overturned the
judgment and any further appeal is now time barred.

In the second case, one of Stelios Haji-loannou’s uncles is claiming that Stelios Haji-Ioannou’s
father, Loucas Haji-loannou, had a silent partnership with him for a number of years and that as a
result the uncle is entitled to a share of 28.17 per cent of Loucas Haji-Ioannou’s assets and, to the
extent the assests now held by Loucas Haji-loannou are not sufficient to meet that claim, to
recover the shortfall from Stelios Haji-loannou and his brother and sister. Stelios Haji-Ioannou
and his brother and sister have been advised that the claim as presented is likely to fail and could
not in any event give rise to any right attaching to their interests in easyJet Holdings Limited.

15.6 Auditors and accounts

The financial information contained in this document does not amount to statutory accounts.within the
meaning of Section 240 of the Act. Full audited consolidated accounts for easyJet and its subsidiaries for
the years ended 30 September 2000, 1999 and 1998 have been prepared under the historical cost
convention and in accordance with currently applicable accounting standards in the United Kingdom.
These consolidated accounts have been audited by KPMG Audit Ple, Chartered Accountants.

Full audited consolidated accounts have been delivered to the Registrar of Companies for easyJet plc and
its subsidiaries for the year ended 30 September 2000. The audited consolidated accounts for easyJet plc
and its subsidiaries for the years ended 30 September 1999 and 1998, prepared using merger accounting
principles, constitute non-statutory accounts and accordingly have not been delivered to the Registrar of
Companies. Audited accounts for easyJet Airline Company Limited have been prepared for the years
ended 30 September 1999 and 1998 and delivered to the Registrar of Companies. The auditors of easyJet
Airline Company Limited for the year ended 30 September 1997 were Moore Stephens, Chartered
Accountants of 8 Warwick Lane, London EC4 and for the two years ended 30 September 1999 were
KPMG. The auditors of easyJet Airline Company Limited made reports under Section 236 of the Act in
respect of all periods up to and including 30 September 1999, and such reports were unqualified reports
within the meaning of Section 270-275 of the Act. The auditors of easyJet Switzerland made reports in
accordance with the applicable Swiss law in respect of all periods up to and including 30 September 1999,
The reports for the years ended 30 September 1998 and 1999 were qualified due to (a) the uncertainty of
the Swiss VAT issue (see “Litigation” in Part VII of this document) and (b) the fact that as at 30
September 1999 easyJet Switzerland had negative net assets. There is no requirement under Swiss law for
easyJet Switzerland’s accounts to be delivered to any relevant authorities. The auditors of easy]et
Switzerland S.A. are KPMG Fides.
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15.7 Consent

KPMG Audit Plc has given and not withdrawn its written consent to the inclusion of its report in Part VI
of this document and to its name and references to its name and such report in the form and context in
which it is included and has authorised that Part of this document to which it consents for the purpose of
section 152(1}(e} of the Financial Services Act 1986,

15.8 Miscellancous

15.8.1

15.8.2

15.8.3

15.8.4

15.8.5

The Ordinary Shares are in registered form and will, following Admission, be capable of being
held in uncertificated form. Prior to the despatch of share certificates following the Global
Offering, transfers will be certified against the register of members. easy]Jet plc has applied to
CREST Co Limited, the operator of CREST, for the Ordinary Shares to be admitted to CREST
with effect from Admission. CREST is a paperless settlement procedure enabling securities to be
evidenced otherwise than by certificate and transferred otherwise than by written instrument,
The Articles of Association of easyJet plc, adopted conditionally upon Admission, will permit
the holding of Ordinary Shares under CREST. CREST is a voluntary system and holders of
Ordinary Shares who wish to retain share certificates will be able to do so.

The Global Offering has been underwritten by Credit Suisse First Boston Equities Limited
which is registered in England (No. 2278838} and has its registered office at One Cabot Square,
London E14 4Q)], UBS AG, acting through its business group UBS Warburg which is registered
in England (No. FC021146, Branch No. BR004507) and has its registered office at 1 Finsbury
Avenue, London EC2M 2PP, Merrill Lynch International which is registered in England (No.
2312079) and has its registered office at Ropemaker Place, 25 Ropemaker Street, London
EC2Y 9LY and Salomon Brothers International Limited which is registered in England
(No.1763297) and has its registered office at Citigroup Centre, 33 Canada Square, Canary
Wharf, London E14 SLB. Credit Suisse First Boston Equities Limited, UBS Warburg, Merrill
Lynch International and Salomon Brothers International are members of The Securities and
Futures Authority Limited.

The Ordinary Shares being placed have a nominal value of 25p and the premium on issue
pursuant to the Global Offering will be 285 pence per Ordinary Share, the issue price is to be
paid m cash.

It is anticipated that definitive share certificates will be posted by first class mail to shareholders,
at their risk, on or before 22 November 2000. No temporary documents of title will be issued.

The Directors are not aware of any arrangement under which future dividends are to be waived
or agreed to be waived. g

None of the Ordinary Shares have been sold or are available in whaole or in part to the public in
conjunction with the application for the Ordinary Shares to be admitted to the Official List and
to trading on the London Stock Exchange.

16. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents may be inspected at the offices of Norton Rose, Kempson House,
Camonmile Street, London EC3A 7AN during usual business hours on any weekday (Saturdays and public
holidays excepted) for a period of 14 days from the date of this document, or for the duration of the Global
Offering if longer:

16.1

16.2

16.3
164

16.5

the Memorandum and Articles of Association of easyJet plc referred to in paragraph 4 above;

the material contracts referred to in paragraph 12, 13 and 14 above together with translations into
English (where relevant); ~

the letters of appointment referred to in paragraphs 6.1 and 6.2 above;

the'letter of consent referred to in paragraph 15.7 above;

the Accountants’ report set out in Part VI of this document;
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16.6

16.7

16.8

the rules of the Share Option Schemes;

» the deed of trust constituting the easyJet Employee Share Ownership Trust and the deed of trust
constituting the easyJet Overseas Employee Share Ownership Trust;

» loan facility agreement entered into between the Trustee and the Company;
» loan facility agreement entered into between the Trustee and easyJet Switzerland;
» two share subscription agreements entered into between the Trustee and the Company;

the audited consolidated accounts of the Group for each of the three financial years ended 30
September 1998, 30 September 1999 and 30 September 2000; and

this document.
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Definitions

The following definitions apply throughout this document unless the context requires otherwise:

“Actss

“Admission”

“Board” or “Directors”
“Company”

“Credit Suisse First Boston”
“CREST”

“easyGroup IP Licensing”

“easv]et”

“easyJet plc”
“easyJet Switzerland”
“easyJet UK”
“easyTech”

“EC Treaty”

“EEA™

“Executive Committee”

“Executive Director”
“EU”

“financial year”
“FLSA”

“FSA”

“Global Offering”

“Global Offering Price”
13 Group”

“Joint Bookrunners™
“Joint Sponsors”

“Listing Rules”

“London Stock Exchange”

the Companies Act 19835, as amended

admission of the Ordinary Shares, issued and to be issued pursuant to the
Global Offering, to the Official List and to trading on the main market of
the London Stock Exchange becoming effective in accordance with the
Listing Rules and the London Stock Exchange Admission and Disclosure
Standards

the directors of the Company, as set out on page 5 of this document
easy]et plc

Credit Suisse First Boston (Furope) Limited or, where appropriate, Credit
Suisse First Boston Equities Limited

the computerised settlement system operated by CRESTCo Limited to
facilitate the transfer of title to shares in uncertificated form

easyGroup IP Licensing Limited

the easyJet airline business operated by easyJet UK and easy]Jet
Switzerland

the issuer, or its predecessor easyJet Limited when the context so requires
easyJet Switzerland S.A., formerly named TEA Basel AG

easyJet Airline Company Limited

FLS easyTech Limited

the Treaty of Rome

European Economic Area, comprising the member states of the EU,
Norway, Iceland and Liechtenstein

the executive commitree of easyJet UK comprising senior managers of the
Group’s business

an executive director of the Company

the European Union

a financial year of the Company ending on 30 September
FLS Aerospace (UK) Limited

the Financial Services Act 1986

the placing by Credit Suisse First Boston and UBS Warburg at the Global
Offering Price of the Global Offering Shares as described in this document

310p per Ordinary Share
easyJet plc and its subsidiary undertakings

Credit Suisse First Boston Equities Limited and UBS AG, acting through
its business group UBS Warburg

Credic Suisse First Boston (Furope) Limited and UBS Warburg Ltd., a
subsidiary of UBS AG

the listing rules made under section 142 of the FSA

London Stock Exchange ple
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Definitions

“New Share Option Schemes”

“New Ordinary Shares”

“Non-Executive Director™
“Official List™
“Ordinary Shares”

“Over-allotment Option”

“Pre-Flotation Share
Option Schemes”

“Regulations™

“Share Gift”

“Share Bonus Schemes”

“Share Option Schemes™

“Sponsors’ and
Underwriting Agreement

L1}

“TEA”
“Trustee”
“UBS Warburg”

“UK”
“UK GAAP”
“UK Listing Authority”

“Underwriters”

“US!’

“US GAAP”

“US Securities Act”

the easyJet Approved Discretionary Share Option Scheme, the easy]et
Non-approved Discretionary Share Option Scheme and the easyJet All-
Employee Share Ownership Plan

the new Ordinary Shares proposed to be issued by the Company as part of
the Global Offering

a non-cxecutive director of the Company
the Official List of the UK Listing Authority
ordinary shares of 25p each in the capital of easyJet plc

the option granted by the Company to the Underwriters to procure
purchasers for or, failing which, to purchase additional Ordinary Shares
at the Global Offering Price, to cover over-allotments, if any, made in
connection with the Global Offering, as more particularly described in
paragraph 9 of Part VII

the easyJet Key Employee Pre-Flotation Share Option Scheme and the
easyJet Switzerland Key Employee Pre-Flotation Share Option Scheme

The Uncertificated Securities Regulations 1995

the award of free Ordinary Shares of fixed value made to selected
employees and vesting in part on Admission and the balance on the first
anniversary of Admission, more particularly described in “Share options™
in Part VII of this docment

the award of free Ordinary Shares made to selected employees and vesting
on Admission, more particularly described in “Share options” in Part VII
of this document

the Pre-Flotation Share Option Schemes and the New Share Option
Schemes

the conditional agreement dated 15 November 2000 between the
Company, the Directors, easyJet Holdings Limited, the Joint Sponsors
and the Underwriters, details of which are set out in paragraph 9 of Part
VII of this document

TEA Basel AG, subsequently renamed easyJet Switzerland S.A.

easyJet Trustees Limited (registered in Jersey) which is the trustee of the
easyJet Employee Share Ownership Trust and of the easyJet Overseas
Employee Share Ownership Trust

UBS AG, acting through its business group UBS Warburg or, where
appropriate, its subsidiary UBS Warburg Ltd.

the United Kingdom of Great Britain and Northern Ireland
generally accepted accounting principles in the United Kingdom

the Financial Services Authority acting in its capacity as the competent
authority for the purposes of Part IV of the FSA

UBS AG, acting through its business group UBS Warburg, Credit Suisse
First Boston Equities Limited, Merrill Lynch International and Salomon
Brothers International Limited

the United States of America, its territories and possessions, any state of
the United States of America and the District of Columbia

generally accepted accounting principles in the United States

the US Securities Act of 1933 (as amended)
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Glossary of technical terms

“A0C”
“APD”
“ASA”
“ASK”

GECAA!!
“CRS fees”

“dry lease”

“EBITDAR”

“EC Fares Regulation”

“EC Ground Handling Directive”
“EC Licensing Regulation”

“EC Market Access Regulation”
“EC Slot Regulation”

EEFOCA,S
“FSBTI”
13 Getl_]p”

G‘IATA’!
“ICAO”
“initial sales™

“Interlining”

“itinerary fares”
“JAA”

“JAR”

“JAR 1435 approval”

Air Operator’s Certificate
Air Passenger Duty
Air Service Agreement

Available seat kilometres, representing the sum by route of seats available
for passengers multiplied by the number of kilometres those seats were
flown

the UK Civil Aviation Authority
Computer reservation system fees

aircraft rental agreement between an aircraft owner/lessor and a lessee in
which payments generally cover ownership-related costs and maintenance
reserves only

earnings before interest, taxes, depreciation, amortisation and lease
payments, excluding the maintenance reserve component of operating
lease payments (see note (4) to the table included in “Management’s
Discussion and Analysis of Results of Operations and Financial Condition
— Results of Operations” in Part I of this document)

Council regulation (EEC No 2409/92) of 23 July 1992 on fares and rates
for air services

Council directive 96/97/EC of 15 October 1996 on access to the ground
handling market at Community airports

Council regulation (EEC No. 2407/92) of 23 July 1992 on licensing of air

carriers

Council regulation (FEC No. 2408/92) of 23 July 1992 on access for
community air carriers to intra-Community air routes

Council regulation {EEC No. 95/93) of 18 January 1993 on common
rules for the allocation of slots at Community airports

Swiss Federal Office of Civil Aviation
Flight Safety Boeing Training International g

(a) white lettering on an orange background (pantone 021C on glossy
print materials; on other surfaces the nearest practicable equivalent) and
(b) in Cooper Black font {not bold, italics, outline nor underlined) the
word “easy” in lower case followed (without space) by another word,
only the initial letter of which is capitalised (subject to the restriction that
any wording apart from (b) above must not be in Cooper Black font)

International Air Transport Association
International Civil Aviation Organisation
the number of seats sold at the time of the initial purchase

a process by which airlines can offer customers easier connections
between flights of different carriers at the same airport

single fares for multiple flights
Joint Aviation Authorities
Joint Airworthiness Requirements

Joint Airworthiness Requirements 145, the European airline industry
standard certification for aircraft maintenance
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maintenance conducted pre-flight to ensure an aircraft is fit to fly,
including defect rectification, component repair, minor repairs, trouble-
shooting and scheduled minor aircraft checks/inspections, all of which
tasks should not require major disassembly activity

“line maintenance’

“load factor” The number of passengers as a proportion of the number of seats
available for passengers, no weighting of the load factor is carried out to
recognise the effect of varying flight (or “stage”) lengths

“multi-product service” a service offering differential classes or types of product
“NMC” easyJet’s network management centre
“RPK” Revenue passenger kilometres, representing the sum by route of

passengers multiplied by the number of kilometres those passengers
were flown

“sector” a single flight from one airport to another
“slot” designated time for arrival or departure for taking off or landing an

aircraft at an airport

L3

“utilisation’ the number of hours an aircraft is operated in a period of time, where

. hours include flying time and the time spent taxiing on the ground.
“URL” Uniform Resource Locator
“wet lease” aircraft rental agreement between an aircraft owner/lessor and lessee in

which payments generally cover not only ownership-related costs and
maintenance reserves but also operating costs such as crew, maintenance
and insurance

“yield” Average fare net of air passenger duties and internet bocking discounts
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Form of nationality declaration

The rights of easyJet Airline Company Limited (“easyJet UK”), a wholly owned subsidiary of easyJet pic
{(“plc™), to operate as an air carrier on routes between the UK and Switzerland could be withdrawn if easy]et
UK ceases to be substantially owned and effectively controlled by UK nationals, and its rights to operate as an
air carrier on routes within the Furopean Economic Area {the “EEA”) could be withdrawn if easy]Jet UK ceases
to be majority owned and effectively controlled by EEA nationals. Accordingly, the Articles of Association of
plc contain powers which, inter alia, may be used to limit the number of, or the exercise of voting and other
rights attaching to, shares of plc in which non-UK nationals own interests and, if necessary, to require their
compulsory disposal, and to restrict the transferability of such shares. The Directors of plc may in the future
refax these powers so as to apply to non-EEA nationals rather than non-UK nationals.

A share transfer cannot be registered unless the Declaration set forth below has been completed and furnished
to Lloyds TSB Registrars at The Causeway, Worthing, West Sussex BN12 6DA. To complete this Declaration
a prospective transferee must:

{a) tick one of (but not more than one of) box A, box B or box C, as appropriate;
{b) sign this Declaration in the space provided; and
(c) if the person signing this Declaration is a stockbroker, bank manager, solicitor or other agent for the

prospective transferee, complete the “Declaration of Agent” on page 2 hereof.

[1 A 1/We declare that the shares to be registered in my/our name(s} pursuant to the attached transfer are
both “UK Affected Shares” and “EEA Affected Shares”.

[J B 1/We hereby declare that the shares to be registered in my/our name(s) pursuant to the attached
transfer are “UK Affected Shares” but not “EEA Affected Shares”.

[0 € I/We declare that the shares to be registered in my/our name(s) pursuant to the artached transfer are
neither “UK Affected Shares” nor “EEA Affected Shares™.

For the purposes of this Declaration:

(i) a UK Affected Share is a share beneficially owned by a non-UK national or in which a non-UK national
has an “interest”;

(ii} a non-UK national means (a) an individual who is not a national of the UK; (b) a body corporate which is
not controlled by nationals of the UK; (c) a government or governmental department, agency or body
otherwise than of the UK; (d) a municipal, local, statutory or other authority formed or established in any
country other than the UK; or {e) any other undertaking or body which is not controlled !)y nationals of
the UK;

(iti) an EEA Affected Share is a share beneficially owned by a non-EEA national or in which a non-EEA
national has an “interest”;

(iv) a non-EEA national means (a) an individual who is not a national of an EEA Member State; (b) a body
corporate which is not controlled by nationals of the EEA; (¢) a government or governmental department,
agency or body of any non-EEA country; (d) a municipal, local, statutory or other authority formed or
established in any country other than an EEA country; or (e) any other undertaking or body which is not
controlled by nationals of the EEA;

(v) a beneficial owner is any person or entity that, directly or indirectly, through any contract, arrangement,
understanding, relationship or otherwise has or shares (a) voting power (including the power to exercise
or direct the exercise of any voting rights attaching to the shares) or (b} investment power (including the
power to dispose, or to direct the disposition of, such shares); and

(vi) a person has an interest in shares if {a) a company is interested in them and (i) the company or its directors
are accustomed to act in accordance with his instructions or {ii) he is entitled to exercise or control the
exercise of one third or more of the voting power at general meetings of the company (and for this
purpose he is deemed to be able to exercise any voting power in any other company which such a
company can exercise} (b) he has entered into a contract to purchase the shares or is entitled to exercise or
control the exercise of any right attaching to the shares (or he has a right or is under an obligation that, if
exercised or fulfilled, would so entitle him) (c} he is entitled to call for delivery of the shares or he is
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Form of nationality declaration

entitled or obliged to acquire an interest in the shares or (d) a spouse or child under the age of 18 years of
such person is interested in the shares.

*Name of Transferee:

Surpame . ......... ...... Fist Name ... ............. Middle Name(s). . ...............
Address:

No. and Streer .. ........ TownorCity .......... Post Code .......... Country. .. ........
*Signature of Transferee:. ... ... .. .

SINATUFE: . v ot e e e T e e

This Declaration should normally be made by the person(s) named in the accompanying transfer(s) as the
transferee(s). In the case of joint transferees ALL must sign. A corporation should either affix its seal or
complete the form under the hand of a duly authorised official or agent who should state his capacity. Shares
to be held by a nominee must be considered held by the person for whom the nominee is acting if such person
1s the beneficial owner of such shares or has an interest in such shares, as described above.

If the completion of this Declaration by the Transferee(s) would lead to undue delay ple will accept a
Declaration made by the stockbroker, bank manager, solicitor or by any other person duly authorised by
Power of Attorney, in every case acting as the agent of the transferee(s). In such cases, however, the following
declaration must also be made:

DECLARATION BY AGENT: I/We, being the person(s) making the Declaration set out above as agent(s) for
the person(s) named as transferee(s) in the accompanying form of transfer and whose name(s) isfare set out
herein, represent and warrant that person(s) ON WHOSE BEHALF THE Declaration is made is/are known to
me/us and that [/we am/are duly authorised to make the said Declaration on behalf of such person(s) and that,
having made such inquiries as I/we consider appropriate regarding the statements contained in such
Declaration, such statements are correct to the best of my/our knowledge and belief.

Date:. . ... ... .. ... o I Organisation: . .......... i,

If signed by a stockbroker, bank manager or solicitor, give the name, address and telephone number of the
person signing this form:

ple reserves the right to request a signed copy of the Power of Attorney or other documents establishing any
agency relationship. The Directors of plc reserve the right to be supplied with such evidence as they may
require of the authority of any signatory on behalf of a transferee and to require such evidence or information
as to any matters contained in this Declaration or as to any interest whatsoever held by any party in shares
within the meaning of Part VI of the Companies Act 1985. The Directors of plc will refuse to register a share
transfer if such further evidence is not provided or given. If you are in any doubr as to how to complete this
Declaration or as to the definition of Affected Shares, you should consult your lawyer or other professional
adviser.
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Form of nationality declaration

The registration of a share transfer following the completion of this Declaration and, where relevant, the
provision by the transferee of such other evidence or information as the Directors of plc may have required
prior to such registration is without prejudice to the ability of the Directors of plc to exercise any or all of the
powers exercisable by them pursuant to the Articles of Association of plc. In particular, the Directors have
power to apply a broader definition of the term “Affected Share” pursuant to the Articles of Association of plc
than is applied for the purposes of this Declaration and may adopt a different form of nationality declaration
in substitution for this Declaration from time to time.

Frinted by Burrups, & St lves Cormpany B607816
London Paris Frankfurt Luxembourg New York Philadelphia Washington DC  Hong Kong  Tokyo
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