IT’S ABOUT MAKING A CHOICE
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The purpose of this deck is to provide a framework for the choices
we are facing as we look toward the future of our company

. We will discuss choices as they relate to brand, culture and brand
culture.

. We will explore the fundamental choices (tierlink/shah) that we as a
company currently face.

. We will outline what it is we do, who we are, and what we have heard.

*  We are going to look at some individual case studies where we have

implemented solutions gleaned from this process.

. In conclusion you will be invited to become a part of the process in
defining and implementing some of those choices.
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Objectives: Making a Choice
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What is Choice?
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Do you have a Choice?
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We all made Alaska Adrlines our Choice



Embracing our Future |g
Alaska Adrines Impressions
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How did we develop our impressions
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Building lovalty through Brand promise
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Embracing our impressions
develops into our culture
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Culture through commonalities



responsive
“1 think of lifeline and freedom when

1 hear the words alaska airlines.”

heritage

“the wings of the great northwest;
it's something no one else

—customer

lay claim to.”

LLETATL

* charistmatic
“we celebrate well.”

-"H‘““-\ % gﬁﬂﬂrﬂuﬂ
| § we ve got a history of doing the right
fhithg long before it was in vogue.

—-_—p 5

family
“we're a family, and we have to take care of one
another. and if we take care of each other,

Embracing our Future | 11
Alaska Adrines Impressions

we'll take care of the customer just fine.”
—manager



Implementing Change

revitalization
anticipated change
disrupted workplace
change low morale

l Crisis

anger
denial

confusion

lowered self-esteem

uncertainty
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Argon Shah Implementing Change



‘Vision of the ideal future’

More than a Motorcycle, Teerlink and Ozley

where we

strategic thrust for change vision of the
are today

ideal future

Strategic plan
Product mix
Policies

Etc.
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Tierlink hamessing change



‘Vision of the ideal future’

More than a Motorcycle, Teerlink and Ozley

% strategic thrust for change
where we
are today

Strategic plan
Product mix
Policies

Etc.
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Applying Tierkink to curselves today



¢ Who we are

e What we do

 Why we’re special

 Why it matters
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Questions we asked for insight



We are still our values and more

charismatic

. = Usfoz = Ttnes

generous
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We are still our values



Confused

Change adverse
Schizophrenic
Fragmented, detached
Layered, disconnected
Struggling to be proud
Indecisive

Stubborn

Reactive

Inefficient

Less friendly, less helpful
Unreliable

Changing, in flux
Informally formal

Mass, volume

D £~
s 5

Embracing our Future | 17
We are a culture in flux
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What we do



* our people

* our heritage

e our mileage plan

® OUr customers

D £~
)
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Why we are special
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“what could kill us (Alaska
Airlines) 1s if we get there
(2010) and the employees
aren’'t with us.”

— EXEC

“success was about heart a
conscientious decisions to
communicate to the heart.
Our product doesn’t do
anything different yet
people feel different about

1t

— ken schmidt
Former vp communications

Harley Davidson

“the airline will survive but
the soul will be gone...”

—ffa

o o
e
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W hear you...
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Wi need fo begin building a foundation



‘Vision of the ideal future’
More than a Motorcycle, Teerlink and Ozley

where we

strategic thrust for change
are today : 2

Strategic plan

Product mix
Policies
Etc.

i
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Using Tierlink to plan a process
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Row 44 brings new innovations
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Innovative new plane designs & technology
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It's About
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Customer Service Commitment Brochure

e E

ik

Caweiiente

AirCare Kit

We Apologize For Tha Incomsonience

Snhack voucher

Phone card

Apology certificate
{all components included in kit - not able to issue separately)

= s
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What our external pieces
have looked like



Snack voucher

".'L:\Ii..'l. AIRLINES &« HORIZON AlLR
%
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- Apology ifir
Phone card ?‘T;
i
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How we have applied lessons
leamed to the new kitz

Customer Service Commitment Brochure
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More exciting opportunities exist
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How do we know the needle is moving?




Number of Complaints

Alaska Airlines Top 3 Complaints by Month
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Evidence of moving needle



50% of Industry is in Bankruptcy or at Risk of Bankruptcy

Share of Industry In
S&P Rating Capacity Bankruptcy?
m—nmu;;- Southwest Airlines A 9% No
777 Gy Alaska Airlines BB- 3% No
EFILHEG JetBlue Airways Corp. BB- 2% No
S Continental Airlines B 10% No
arlra i ﬁ AirTran Holdings Inc. B- 2% No
O AMENCAWEST AIRLINES ~ America West Holding Corp. B- 3% Near-miss
AmericanAirlines’ AMR Corp. B- 20% Near-miss
@ URIHMESE. Northwest Airlines Corp. CCcC- 11% Yes
A Delta Delta Air Lines Inc. cc 15% Yes
US Airways Group Inc. D 6% Recent
WUNITED UAL Corp. D 16% Yes
ATA Holdings Corp. N/A 2% Yes
. _on® Frontier Airlines Inc. N/A 1% No
S&P rating is the Corporate credit rating as of June 30, 2005; Capacity based on Q2 ‘05 ‘e Y am
i
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Rizk of Bankruptcy as Proof




Alaska’s Improving Profit Trend
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Profit Trend Proof



Alaska is Outperforming the Industry

Pre-tax Margin - 12 months ending June 30, 2005
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changes and government compensation. Company Eaming Indicators of Proof



Stock Market Investors Have High Regard for AAG

12 Month Change as of August 2005

D Legacy ; Alaska Airlines g Low Cost
Y oo

Source: September 2, 2005 Aviation Daily h H
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Stock Market Indicators of Proof



Alaska is Driving Down Costs to Improve Competitiveness

9.0¢ -
8.73¢
8.52¢
8.5¢ -
- ¢ 8.33¢
e
LL
é 7.92¢
8.0¢ - -
=
Z oy
&)
7.5¢ - 760¢ \
| . 325¢
~
7.0¢ f r , , ol 4
2001 2002 2003 2004 2005 Goal
Amounts based on expected 2005 capacity of 22.7 billion ASMs ESt. ET\ "-
ok 52

Embracing our Future | 37
We are driving down costs to
improve compefitiveness



‘Vision of the ideal future’

More than a Motorcycle, Teerlink and Ozley

Strategic plan

Product mix

Policies
Etc.

vision of the
ideal future

B

Embracing our Future | 38

Reaching the culmination of Tierlink
and focusing on the vision



Lower Costs Create More Opportunities

ir Group,Inc.
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Opportunities show a bright future



Alaska Airlines is Poised for Rapid Growth

Seats (000)

'y
It

Seats in Fleet

CH - 1ot,

BB DlAas:

o 8 = 1 o=

D&
i
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* Combi a/c configured using 3 pallets/56 seats for current fleet.



Within 7-10 Years. Alaska Can be Twice As Large

A fleet of nearly all
21st Century aircraft
is imaginable

10% CAGR

7%

4%

Ee



Alaska 2010 Vision — Achieving Greatness

Excellent job and retirement security
One of the best places to work in America
Known as airline with the best value
One of the most respected brands in the USA
“Weatherproofed” to economic downturns
A profit margin of 10%

Annual growth of 8 to 10%

DL~
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‘The Best Companies to Work For’ are Highly Profitable

B

56 publicly-held companies listed on the Top 100 Best Places to Work |43
Source: www.greatplacetowork.com




Markers of Greatness

Ultimately ——— Happy Stakeholders

Precursors —— Growing & Sustainable

* profits

» engaged employee base
» fleet/network

» cost efficiency

» operational excellence
* customer preference

» revenue efficiency
» stock price & enterprise value

Y
= s 2
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Strategic Plan to create the Vision

Finance Operations Marketing
-» - . -
W 2010 Reliability Product
Fleet Plan Stress-free Network/Schedule

process of
checks & balances
{council to be created makes
recommendations & monitors)

Brand Pillars Brand Messaging Collateral

Positioning Advertising

Brand Style Guide Foundation Architecture

Core Messages Corp Com
Alaskapedia Uniforms o
Heritage Lookad Findings Quality Standards - : Marketing s Apn::::m
to to I:lul:l_ KE.‘I’ Attributes guu:hs_q . nn:ia; a . rI _ ) sl
Stories TR R f‘-‘““':““‘““ Service Standards IE?EEJQET Communication Plan Er:E::pt:?EILE Facilities i
i B = Customer & Empl o... Sprume
Beliefs Traits & Behaviors P SR Training (e
Shared Values Touchpoint Matrices -
Corporate Values Service Theme Internal
Assumptions Shared Values Communication Plan
Employee Council
Up thru Q1 2005 Q1 2005 Q2-04 2005 Q1 2006 Adopt Q1 2006 Adopt
Culture by Default “Brand Scan” Brand Culture Foundation “Culture by Design” “Culture by Design”

D&~
i
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How do we get achieve our vision



QOur Future is Within Reach

i

Engaged employees
Safe & reliable
7.25¢ CASMxf

Revenue Performance

Low-hassle/caring

service

Y
o
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Getting to the Future: it's in reach
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The process of gquestioning
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Putting it all together






