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Live at the ARAC 2008: New Ancillary Platform Combines Retail Innovali
with Airline Loyalty Programs

Airsavings Launches Privilege Outlet, a next generation ancillary revenue solution for airlines, o
airlines increased profits and loyalty, and travelers more perks and value

BUDAPEST, HUNGARYovember 19th, 2008 Airsavingsthe global leader in ancillary revenue development for-lmwvst and midsized
airlines includingskyEurope, AtlaBlue, Clickair, Aer Arann, VLM, Virgin Express, Spardftir Europahas launchedPrivilege Outlet

by yOAEfFNE NBOSydzS LI FGF2NY GKIG O2YoAySa (KS Y2axgnd yy2P

loyalty programs.

Airsavings will be unveiling thrivilege Outlet program to the several hundred airline execs in Budapest on NovemBeatie 2"
annual Ancillary Revenue Airline Conference (ARAC). The infitstteervice aims to create a powerful additional ancillayenue
stream for airlines, while revolutionizing traditional frequent flier programs by providing distinctive and exclusivepptailinities to
participants. The program rolled out with great success in Europe during October, and is slated for the US and Caha?@d8.ear

The new revenue creation program incorporates one of the fagiestving retail trends private sales with one of the most cosistent
performing aspects of the airline businefise loyalty program. The market for private sales in the European retail sectgrbas
FNRY |fy2ad T SNB Ay wnnp G2 Y2NB GKIY epnn YAfttA2Yy Atogrew n
Fy20KSNJ o 208SNJ GKS ySEG mMH Y2y (iKaod aSFyoKAT ST f 2eabe e
assets, yet such programs have been both notoriously difficult from a conswtemption standpoint and highly underutilized @as
ancillary revenue generator for airlineBrivilege Outlet by providing passengers with an attractive, invitatio&ised option to purchase
highSYR AYOUSNYy Il GA2ylFf oNI}yR& |G dzd G2 71w RAaO2dzyld O(KNRdIzAK
accumulation and redemption, has made frequent flier programs relevant, wanted and viable again. As well as allowingethtoairl
generate more ancillary revenues.

Airsavings, in developirfrivilege Outlethas adapted the private sale concept to the unique needs of low cost and midsized carriers
AYONBI &S GKSANI FyOAtflINE NB@GSydzSa FyR 062G0G2Y Ay SaaOKAY IX W
to each purchase or friend recommendatid?rjvilege Outletransforms what might be a creative and profitable ancillary revenue into
seltreinforcing and sustaining loyalty initiative. The concept also has the capability of spreading virally and providesilagdedhe
end user, and is encouraged by a reward for each new friend introduced. Additionally, as with other ancillary revetivesnitia
partner airline receives a commission on every purchase made through Privilege Outlet.

Privilege Outlefy ' & +y Ay GS3aINFGSR LINI 2F ! ANBRFGAYy3IaAaQ ! ANIAyYyStf dza
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big threein ancillaries; hotels, car hire and insurance. Brivilege Outleis going to change that from the big three to thig four. We
expect this program to deliver much higher margins than other traditional ancillaries, while also banking on increasge fwepttbn
GKNRdzZIK | 88420AF0A2y 6A0GK GNMz2ZGSR ON}YyRazé¢ aleéea wlkLKFESE .S

In a soft launch carried out in mi@ctober 2008, more than 40,000 invitations were sent to airline passengers who had expressed
AYyGSNBalGd Ay NBOSAGAY3A &aLISOALE 2FFSNAOD® ¢CKS AYAGAL fenuNSaplead? v
travel insuranceg 2 dzf R KI @S 3ISYySNI SR FNBY G(GKS &l YS ydzyoSNJ 2F \idgsiateS
already calling the program an enormous success.

The 2008 Ancillary Revenue Airline Conference takes place &unttiethia Grand Hotel Royafrom 19"-20" November. For more
information about Airsavings at the ARAC, please wisilv.airsavings.netor to request a media kit or schedule an interview with
Raphael Bejar, please contact media liaison Vanessa Horwelhessa@thinkinkpr.comr +1.305.776.8817. Case studies, fact sheets
and data are available upon request.
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Ancillary Revenues 3.0: New Initiative Combines Retail Innovation with Airline Successg
I ANBRF gAYy 3aQ t NAGAEt SIS hdzift SG Aa ySEG 3ISyS
increased profits and loyalty, and travelers more perks and value from their miles

PARIS, FRANEBctober 31, 2008 Airsavingsthe global leader in ancillary revenue development for low cost and midsized airlinethi
launched a unique and industfirst service that combines the most innovative elements of the retail industry with the powerAoNI Al y
existing loyalty programs. The program, calgtvilege Outlet aims to revolutionize traditional frequent flier programs by providing
distinctive and exclusive retail opportunities to participants, while creating a powerful additional ancillary revenue fetrednimes. It
has rolled out in Europe this week, and is slated for the US and Canada in early 2009.

Privilege Outletis a standalone website that offers private retail sales to invited guests, primarily selected airline passengers. Simply
passenger is selected to join an exclusive, invitatioly online sale featuring items by higinofile brands and designershé passenger
NEOSAGSE Iy Ay@AlldAaz2y @nQ Y2l ALDFNIIAYOR LY dzdSE  NINPACEA RS\ R eécald KUS2 L
information - a process which has been proven to build trust and further loyalty. For this, the passenger gets exclusite Husiess
favorite brands at prices between 30% and 70% off.

The program incorporates one of the fastegbwing retail trendsprivate saleswith one of the most consistergerforming asgcts of
the airline businesghe loyalty program. The market for private sales in the European retail sector has grown from almast2@05
G2 Y2NB GKFYy epnn YAtTEA2Y AY HanT®d ! YyR RSALIAGS (KS OdienSty
MH Y2y (iKaod aSrygKAE ST t2eltde LINRPINIYa KIFE@S f2y3 0 &asghakR
been both notoriously difficult from a consumegdemption standpoint and highly underutilized as an ancillary revenue geneiator
airlines. Privilege Outlet by providing passengers with an attractive, invitatlmsed option for mile accumulation and redemption, ha
made frequent flier programs relevant, wanted and viable again.

vpim—s

Airsavings, in developirRrivilege Outlet has adapted the private sale concept to the unique needs of low cost and midsized carriers
AYONBIaS GKSANI I yOAffrNE NBEGSydzSa FyR o02G02Y Ay SaaOKAY 3IA yHL
to each purchase or friend recommendatid?rjvilege Outletransforms what might be a simple incentive into a selhforcing loyalty
initiative. The concept also has the capability of spreading virally and provides added value to the end user, andagedrimpar
reward for each new friend introduced. Additionally, as with other ancillary revenue initiatives, the partner airlinesecedbmmission
on every purchase made through Privilege Outlet.

14
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big threein ancillaries; hotels, car hire and insurance. Britivilege Outleis going to change that from the big three to thigy four We
expect this program to deliver much higher margins than other traditional ancillaries, while also banking on increasgetfwepttbn
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A New Look At Ancillary Revenues
'ANBI GAy3a KIFIa RSOSE2LISR Ada t NAROGAE SIS hdzif SG | & Thgugh y i SN
Airsavings, airlines can offer more loyalty points to their passengers who choose ancillary services like insurancedlcarefsra,
GKAOK NB |fNBSFIRe LINPGARSR o0& ! ANRIFGAYy3Ia AyiG2 GKS FANIAYSO
www.privilegeoutelt.comand has almost immediate access to a dynamic and innovative loyalty program at no cost. Overall, theseg k
drivers are helping to increase the sales of ancillary services, thereby creating more revenues for the airline.

More Impact, More Loyalty

For customers already loyal to one airline, the interdeten shift in recent years toward bargain basement fares meant thke
resources were diverted away from establishing and maintaining a loyal base. With the ancillary revenue opportunitied layftrd
Privilege Outleprogram, a new focus can be made on increasing loyalty despite the majority of independent travelers choosing their
brand based on price. Moreover, the exclusive, luxury aspects of the program, exemplified by the impressive rosteresdasign
highdA aAoAf AGe oNI}yR& atlrdSR (2 LI NLAOALI GS oDdzSaaz [ialtoat@aatSp
and open new markets for low cost airlines. By keeping customers engaged with their favorite airline in this new weiy/ tieaé 6
remains top of mind.

Ancillary Revenu.- for alobal carriers www.airsavings.net


http://www.airsavings.net/
http://www.privilegeoutlet.com/
http://www.privilegeoutlet.com/
http://www.privilegeoutelt.com
mailto:Vanessa@thinkinkpr.com

&
IRSAVINGS

Metric This

In a soft launch carried out in midctober 2008, more than 40,000 invitations were sent to airline passengers who had expressld

AYGSNBald Ay NBOSAGAYy3I alLISOAIET 2FFSNRO ¢CKS AYAdALl enueNsBgel)
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At a time when there is much uncertainty surrounding the airline industrigjlege Outlets a huge step forward in bolstering brang
loyalty in a market increasing defined by price, and marred by crisis. For airlines, it represents the best option fmesiosijt
increasing passenger perception of the airline brand and the ability to generate revenues outside of their core offering. F
consumers, it represents a renewed enthusiasm for interaction with the airline and a new and painless way to obtainerfienaaluy
their loyalty to a single airline brand.

In this way Privilege Outlehas the potential to revolutionize the airline industry, particularly during this uncertain period of
weakened demand and rising priceshen loyalty and profits means the most.

C2NJ Y2NB AYyTF2NNIGA2Yy F062dzi ! ANAEI @ whAadrvingsSngtor toNtict/areSarorwalldan
vanessa@thinkinkpr.comwr +1.305.776.8817.

PRIVILEGE OUTLET 101

fIPrivilege Outlet is a nexjeneration revenue drive
and loyalty program for airlines.

M»a Welcome to
—< Privilege Outlet

fIPrivilege Outlet is an exclusive, invitatiamly website
that offers limitedtime sales events to loyal passengers.

fThroughwww.privilegeoutlet.com airline passengers
have access to famous name brands at a fraction of
their retail price- prices are anywhere from 30% to 70%
below retail.

fEach purchase made evww.privilegeoutlet.com
ONBIiSa tzelftde LRAyGa G2 aLISYR 2y I LI aaSy3aSNRa
preferred airline; these care redeemable against free
airline tickets, with no blackout dates

fiPassengers have the opportunitygponsorfriends to
participate in sales, earning an additional reward of
10Eur per sponsored friend

fPrivilege Outlet has been created to help airlines
create more revenues, but not from fees or surcharges

fIPrivilege Outlet launches in Europe in Oct 2008, an
Canada and the USA, in early 2009.

Source:www.privilegeout.com
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Ingresos adicionales en 2009: El nuevo programa de lineas aéreas de Airsavings aumeys

beneficios
Ingresos adicionales en 2009: El nuevo programa para compafias aéreas de Airsavings aumenta sus ben

ofrece a los viajeros un valor afladido de sus millas de vuelo

PARIS, Noviembre 10,2008 A NE I @Ay 3asx t NRSNJ YdzyRAIF'f Sy St RSalFrNNRfft2 RS
lanzado una innovadora plataforma de ingresos adicionales denominada Privilege Outlet. Este, el primer programa dedatiraduatr
los pasajeros a través de ventas online sélo por invitacién, proponiendo descuentos de entre un 30% y un 70% en praaerds maj
disefio (Guess, Lacoste, Diesel etc.) . Privilege Outlet, que proporciona a los pasajeros una opcién atractiva basadaaanias,i
ofrece en paralelo la posibilidad para el pasajero de acumular y obtener millas. Estas ventas privadas proporcionadeingfiegos
adicionales potente para las compafiias aéreas. Este flujo se ve mejorado con la creacién de un programa de idealizgoedmiggie |
asi, a las compafiias aéreas de vender mas billetes, sin tener que financiar dicho programa de fidelizacion.

Este nuevo servicio de ingresos adicionales adapta el interés creciente por las ventas privadas, a las necesidadessada ve
crecientes de la compafiias aéreas en ingresos adicionales. Desde el afio 2005, las ventas privadas en Europa han odaxitdo, pas
cero a 500 millones de euros en2007, con un crecimiento esperado de otro 30% en los proximos 12 meses. El nuevo programa de
Airsavings esté destinado a revolucionar los programas de viajero frecuentes tradicionales al proporcionar oportunidaslgs unic
exclusivas para los participantes, ademas de proporcionar a las lineas aéreas informacion valiosa sobre la preferetigatdsdas
proceso que ha demostrado sumamente eficaz para conseguir la confianza y mejorar la fidelidad.

Privilege Outlet es parte del objetivo de Airsavings de proporcionar soluciones de comercio electronico de préxima ggneracion
soluciones de ingresos adicionales online para las lineas aéreas. "Hasta ahora, la mayor parte de las compafiias ®fgdma@o s
las tres fuentes principales de ingresos, hoteles, alquiler de automdviles y seguros. Pero Privilege Outlet conseguigstambia
tendencia convirtiéndose en la cuarta fuente de ingresos adicionales. Este programa proporciona margenes muy superlaestaue [e
de complementos tradicionales, mientras se capitaliza la percepcién de marca de la compafia aérea a través de |la asogiacids c
de confianza", coment6 Raphael Bejar, Consejero Delegado de Airsavings.

5dzNF yiS St tFylFYASYyd2 RS LINHzSolF 6daaz2¥Fd 1 dzyyOKEOv NBFEATFRR
invitaciones a los pasajeros de las compafiias aéreas que expresaron su interés en recibir la oferta especial. La reisphesta in
generado cerca de un 44% mas de ingresos que el seguro deqyajegda haber generado a partir del mismo namero de transagsio
de pasajeros directamente dentro de la pagina web de la compafiia aérea.

Las companiias aéreas reciben comisiones en cada venta generaglaveprivilegeoutlet.comy tienen acceso casi inmediato, sin cos
alguno a un programa de fidelizacion dinamico e innovador. En general, estos elementos diferenciadores ayudan a auvestdar las
de servicios adicionales, creando asi, mas ingresos para la compariia aérea.

En un momento en el que existe una gran incertidumbre en torno al sector de las compariias aéreas, Privilege Outlet pjoraeta m
fidelizacion hacia la compafiia aérea dentro de un mercado cada vez més definido por el precio. Para las compafiiavitegeas, Pri
Outlet representa la opcién méas adecuada para la mejora de la percepcién de los pasajeros con respecto a la marcadaddeapaci
generar ingresos fuera de su oferta tradicional. Para los consumidores, Privilege Outlet representa una fuente de rahmiadme
con relacion a la interaccion con las compafiias aéreas y una nueva forma atractiva de conseguir valor gracias a sierfideliala
marca de la compafiia aérea.

Gracias a ello, Privilege Outlet tiene el potencial de revolucionar del sector de los ingresos adicionales para las cé@nepafiias
creando valor para estas e impulsando el valor percibido por el pasajero.

Si desea mas informacion sobre Privilege Outlet de Airsavings visite la paginawedirsavings.neb contacte a Yani Villanueva al
+1.305.749.5342 ¥ani@thinkinkpr.com
Emisor: Airsavingsyww.privilegeoutlet.com
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SMARTWINGS DOES THE SMART THING

Low Cost Carrier Teams up with Insurance Giant AXA Assistance and Airsavings to Deliver New Service
Offerings

PRAGUE, June 11, 2008martWingst NJ 3 dzSc@stand c@ngral European carrier, has made another smart move
GKAa ¢SS Ly (1SSLAY3 gAGK Ada aayYl NIé AMKASsigaa@nidK & >
ParisbasedAirsavingdo deliver travel insurance as an ancillary offering. Th&méh f £ O NNA SNJ I RRa&
insurance to its range of ancillaries including VIP Lounge Access, Travel Guides, Wheels, Hotels and Shuttle servicd.

The new partnership allows SmartWings to integrate AXA trip insurance directly into the online booking path, utilizin
' ANE I @Ay 3 3AlinaRING i, SnliahcNay service hub widely regarded for its speed to market and used
by many European lowost carriers. Instead of an implementation period of anywhere from 6 to 12 months, Airsaving
is able to implement new ancillary revenue programs like travel insurance, in as little as 2 weeks.

SmartWings, which flys to 20 destinations in Central and Western Europe, Moscow and most recently Dubai, has beel
working with Airsavings for the past 2 months, to enhance its ancillary revenue streams by offering customers
FRRAGAZ2Y I &S NIDA O\BlaePludlyhami@ patkaging @atfdrmh NR I Ay 34 Q

While the established model for trip insurance is often a uniform product, unilateral in its coverage regardless of trip
RdzNJ} GA2y S ydzZYoSNI 2F LI 4aSy3aSNAEZ 2N G§KS LINE RAkiveRlGse 2 F
platform takes all of these variables into account, yielding a tailade insurance product for each SmartWing

LI aaSy3aSNI IyR oFO1SR o6& ! -1 Qa fSIRAYy3 LRaAGAZY Ay N

¢KS LINBPOSaaz fA1S GKS LI NI yied phEosophlyoncarding artillary Nfue Sdatioh
'y R { YI NI 2-bffecawide réngekosarvices, increase the volume of services sold, and enhance the margin
2F (K2aS aSNBAOSad ¢KS aSaySydlrdAazy 2F | -1 Qa AyadzNg
to both a diversity of product available and a more attractive offering in the eyes of the traveler, increasing the
probability of purchase. As trip insurance is generally considered one of the higheggin/lowestcost ancillary
ASNIDAOSAE OdaNNByidfte 2FFSNBRI ¢NALI LyadzNI yOS Aa aNBalLl
generate onrline, the AXA partnership fulfills the third component of the ancillary revenue ethos as well and most of
all, the new tripartnership between Airsavings and AXA Assistance instantly brings quality brand recognition to the
low-cost carrier, as well as tHeest conversion rates and the highest margins possible.

vl

G{YIFINIgAYy3Iad KIFa FTR2LIGSR I adaN}GS3e G2 AYLNRGS (KS | iz
passengers. Byteamigl) g AGK ! ANBRIF GAYy3EAQ 58yFYAO tFO1lF3aAYy3aA Kdzo
AXA insurance products as well as the different hotels and cars offers from Airsavings. At a time when increased
FYOAEtf I NE NBGBSydzS Aad ONRGAOFE F2NJ 2dzNJ AFIRME G{NBIZNILG A y-
Managing DirectorThomas Steen Joergensen

C2NJ Y2NB AYTF2NXIGA2Y 02dzi { YINI2Ay3aQa ySg (NI @St
www.airsavings.netor contact Vanessa Horwellanessa@thinkinkpr.commr +1.305.776.8817.
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AIRSAVINGS PARTNERS WITH AXA ASSISTANCE TO CREAYRS|
REVENUE STREAMS FOR LOW COST CARRIERS

[The pest Travel Insurance for your ancillary revenues

. A\ /4
WWW. axa-assistance.com M

For information, please contact: marc.dupoy@axa-assistance.com ASSISTANCE
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NEWSFLASKCarbon Offset Program Launches for Air Travelers in EanmbAfrica

o pa les plus belles destinations du Maroc

Atlas-blue.com
[Fiights Ycarhire YHotels  |Destinations ] Flight Information ] Howtobook ] Aboutus ] Contact )
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THINK OF THE ENVIRONMENT x
Reduce the impact of the carbon emissions from your flights an the environment through
emission reduction projects. See details on the Action Carbone projects, click here.
O Cantribute 11.87 EUR per person to balance the 741.69 kg of Carbon Dioxide per
passenger on this boaking.
(& MNo Contribution
Total contribution: 0.00 EUR
To continue with the booking you must confirm acceptance of our rules:
[ 1 have read the general business rules and accept them accordingly.
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transaction
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THAV[I. WEEKlY Future of Travel Guard, ILFC still unknown
Monday, September 22, 2008

THE NATIONAL NEWSPAPER OF THE TRAVEL INDUSTRY

By Michael Fabeyand Nadine Godwin

The Federal Reserve's $85 billion bridge loan has rescued AIG for now, but questions remz
over what will become of its traveklated subsidiaries: the travel insurance company Trave
Guard and the International Lease Finance Corp., one of the world's largest aircraft leasin
firms.

AIG is expected to sell some of its business operations, but it has not revealed which one
Travel Guard said.
Industry experts predict that ILFC will be seldnd will fetch a good price.

"ILFC has a strong list of assets," said Raphael Bejar, CEO of AirSavings.net, which speciali
fuel and ancillary purchases for airlines.

.

rry

That asset base was in no way affected by the mortgage drains that caused the financial cfi
at AlG, Bejar said. "Those are completely different markets."

Still, the bailout of AIG helped to cement the value of ILFC and its assets, he said. Without|tt
financial life preserver, ILFC, Travel Guard and other AIG companies could have been pull
down and drowned in AlG's mortgage problems.

The federal loan kept AIG solvent, giving it time to reorganize and sell business units to fun
repayment. John Noel, CEO of AIG Travel Guard, called the latest news a positive developm
for policyholders and travel agency distributors. Travel Guard has been an AIG unit for tiv
years.

Noel promised in a statement lasveek that "Travel Guard is strong, and the AIG insurance
companies that underwrite our policies are strong, with ample resources to pay claims to pali
cyholders and commissions to our travel partners."

The restructuring of AIG will not affect deyrday operations at Travel Guard, he said. The
unit, he added, "continues to be one of many profitable and growing enterprises within AlG's
insurance operations.”
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Ancillary Revenue Generation: Here and Now
By Raphael Bejar, CEO, Airsavings SA
September 2008
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Ancillary revenue generation for airlines seems simple enough a concept. After all, hotels, retailers and other
industries routinely generate substantial percentages of revenue from outside of their core product offerings; why
O2dzf Ry Qi FTANIAYySazs gAGK 2yS 2F (KS Y2NB LISNRakKlIofS P

Low cost carriers were pioneers in the area of ancillary revenue generation, taking advantage of this key aspect of the
airline business model years before their legacy counterparts began to. LCCs were often more innovative when it can
to implementing ancillary revenue generation initiatives as well, creating opportunities for additional sales instead of
charging for existing services or increasing existing fees (though, of course, that was done as well).

But now that legacies have embraced the ancillary revenue phenomenon wholeheartedly, how can LCCs maintain the
competitive edge in this arena? If legacies have usurped the ancillary advantage once possessed by LCCs, how willftt
then differentiate themselves in a newly crowded field?

Low cost carriers can achieve this by focusing on three areas of ancillary revenue development where they are best
positioned to compete with legacy carriers;

First, LCCs must continue to evolve toward an ecommerce model at a faster rate than their legacy competitors

Second, LCCs must continue to leverage the flexibility of their business model to remain at the forefront of
ancillary revenue innovation, and continue to lead the industry toward new products and services.

And last, but perhaps most importantly, LCCs can make the next great leap forward in ancillary revenue
generation by reimagining one of the more successful legaitigted concepts of the last three decades: the
loyalty program.

By excelling in these three areascommerce, innovation, and loyaky CCs can beat back the legacy intrusion into the
ancillary revenue arena and maintain their competitive edge.

Leading Edge Again
LCCs as a group were early to recognize the power of the internet to facilitate ancillary revenue generation. Just loc
at LCC pioneer Ryanair as it included the two most popular ancillary offetioged booking and car hiravhen it first
launched its website in 2000. Other low cost airlines soon followed suit. Almost a decade one, the role of the
individual airline website has increased exponentially for LCCs, becoming the engine of ancillary revenue growth anf
the launching pad for nearly every new initiative implemented by LCCs. As (increasingly) the only portal through whicl
the customer has contact with an airline before actually boarding the airpliweetypical LCC website must focus on

020K YSSGAY3I 1 558Sy3ISNBQ SELISOGIGAZ2YE YR SEGNI OGAY

Fortunately, these are not mutually exclusive concepts, as the success of enterprises like Amazon.com demonstrates.
LCCs will do well to incorporate some basic ecommerce tactics into their overall web strategies, primarily the effective
tracking and management of customer data and the automatic presentation of additionahtiagition-potential
offerings. This technology is already available; it has just needs to be taken up by the industry. And if the LCC sectpr
can beat the legacies to the ecommerce model, it can and will maintain its ancillary revenue edge.
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The Ancillary Revenue Generation: A New Era
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logical sense in a time of record fuel prices to effectively tax excess flight weight, thereby encouraging less fuel usa
while simultaneously generating revenue (i.e., the checked baggage fees now imposed by many legacy lines), consfin
and media backlash was strong against it. American Airlines began offering passengers the ability to choose their o
seats, only to turn around a couple of years later and charge them for the privilege. While both of these examples hic
been implemented by LCCs long before the legacies adopted them (Spirit Airlines began charging a fee for the first
checked bag in 20072, nearly a year before American® become the first legacy to do so), the LCCs experienced far I¢s
consumer anger. In part, this is because many LCCs had the advantage of starting without frills, whereas legacies ffa
to fight a heritage of bundled luxuries. And LCCs, with mostly pmipbint and regional service and operating models
that preclude large advertising and marketing budgets, are often farther outside the public eye than their legacy
counterparts.
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baseline a lot more palatable to consumers. With this, LCCs have created the perception of a customizable flight
experience, rather than a slow degradation of a familidgkaged item. The myriad and inventive booking path

options (including singlase lounge passes, online gaming, carbon offsets, and seat spacing upgrades) have facilitated
this perception, as have new-gabin options coming online (like-flight internet service Gogo, which is already in use

by American and coming soon to Virgin America). LCCs need to maintain their edge in new product innovation if thdly
are to compete with the majors for ancillary revenue market share.

A New Take on a Tried-Tested Concept

Perhaps the newest take on an old standby is the substantial revamping of tired frequent flier programs. Probably tiie
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and have been bright spots for legacy operations ever since. However, issues with mile redemption and perceived
value have dogged the lucrative assets in recent years.

Loyalty initiatives, particularly frequent flier programs, should be linked to ancillary services, either by promotion or
direct sale. This allows for the effective retention of ancillamychasing customers to the booking platform. It also
serves as an outlet for miles, points or other promotionals that have fallen on disfavor due to lack of redeemability. |
fact, frequent flier programs are ideal ancillary opportunities, provided they are framed effectively to participants.
66% of airlines believe frequent flier programs generate significant ancillary revenue, with 65% of that revenue, on
average, being derived from the sale of loyalty units (miles, etc.) to 3rd party credit cards.

If LCCs can capitalize on this burgeoning phenomenon, they can lay claim to the first (and last) autherntic legacy
initiated ancillary.

With these three strategies firmly in mind, LCCs can continue to compete effectively in a difficult operating

environment. Already in a good position from an expense standpoint (low cost, after all, being their defining
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even perhaps grab some market share from the lumbering legacies.
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