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ITEM 1. FINANCIAL STATEMENTS  
 

 

See accompanying notes to condensed consolidated financial statements.  
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JETBLUE AIRWAYS CORPORATION  
CONDENSED CONSOLIDATED BALANCE SHEETS  

(in millions, except share and per share data)  

   September 30, 2014    December 31, 2013  

   (unaudited)     
ASSETS          

CURRENT ASSETS          

Cash and cash equivalents  $ 449    $ 225  
Investment securities  293    402  
Receivables, less allowance (2014-$6; 2013-$6)  145    129  
Prepaid expenses and other  328    300  

Total current assets  1,215    1,056  
PROPERTY AND EQUIPMENT          

Flight equipment  6,019    5,778  
Predelivery deposits for flight equipment  220    181  

   6,239    5,959  
Less accumulated depreciation  1,303    1,185  

   4,936    4,774  
Other property and equipment  794    688  
Less accumulated depreciation  252    251  

   542    437  
Assets constructed for others  561    561  
Less accumulated depreciation  133    116  

   428    445  
Total property and equipment  5,906    5,656  

OTHER ASSETS          

Investment securities  122    114  
Restricted cash  64    57  
Other  434    467  

Total other assets  620    638  

TOTAL ASSETS  $ 7,741    $ 7,350  
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See accompanying notes to condensed consolidated financial statements.  
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JETBLUE AIRWAYS CORPORATION  
CONDENSED CONSOLIDATED BALANCE SHEETS  

(in millions, except share and per share amounts)  

   September 30, 2014    December 31, 2013  

   (unaudited)     
LIABILITIES AND STOCKHOLDERS’ EQUITY          

CURRENT LIABILITIES          

Accounts payable  $ 196    $ 180  
Air traffic liability  1,021    825  
Accrued salaries, wages and benefits  180    171  
Other accrued liabilities  244    229  
Current maturities of long-term debt and capital leases  274    469  

Total current liabilities  1,915    1,874  
        

LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS  2,088    2,116  
        

CONSTRUCTION OBLIGATION  491    501  
        

DEFERRED TAXES AND OTHER LIABILITIES          

Deferred income taxes  769    605  
Other  92    120  

   861    725  
STOCKHOLDERS’ EQUITY          

Preferred stock, $0.01 par value; 25,000,000 shares authorized, none issued  —   — 
Common stock, $0.01 par value; 900,000,000 shares authorized, 350,797,450 and 346,489,574 
shares issued and 291,811,585 and 295,587,126 shares outstanding at September 30, 2014 and 
December 31, 2013, respectively  4    3  
Treasury stock, at cost; 58,986,865 and 50,902,448 shares at September 30, 2014 and December 
31, 2013, respectively  (125 )   (43 ) 

Additional paid-in capital  1,605    1,573  
Retained earnings  914    601  
Accumulated other comprehensive loss  (12 )   — 

Total stockholders’ equity  2,386    2,134  

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY  $ 7,741    $ 7,350  
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JETBLUE AIRWAYS CORPORATION  
CONSOLIDATED STATEMENTS OF OPERATIONS  

(unaudited, in millions, except per share amounts)  
 

 

 
 

See accompanying notes to condensed consolidated financial statements.  
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     Three Months Ended September 30,    Nine Months Ended September 30,  

     2014    2013    2014    2013  

OPERATING REVENUES                      

Passenger    $ 1,414    $ 1,321    $ 4,016    $ 3,729  
Other    115    121    355    347  

Total operating revenues    1,529    1,442    4,371    4,076  
OPERATING EXPENSES                      

Aircraft fuel and related taxes    515    501    1,476    1,433  
Salaries, wages and benefits    318    283    963    842  
Landing fees and other rents    88    81    248    231  
Depreciation and amortization    79    73    234    212  
Aircraft rent    31    32    93    97  
Sales and marketing    59    60    182    163  
Maintenance materials and repairs    109    109    305    334  
Other operating expenses    166    151    524    451  

Total operating expenses    1,365    1,290    4,025    3,763  
                  

OPERATING INCOME    164    152    346    313  
                  

OTHER INCOME (EXPENSE)                      

Interest expense    (37 )   (40 )   (113 )   (123 ) 

Capitalized interest    4    4    11    11  
Interest income (expense) and other    1    3    (2 )   1  
Gain on sale of subsidiary    —   —   241    — 

Total other income (expense)    (32 )   (33 )   137    (111 ) 

                  

INCOME BEFORE INCOME TAXES    132    119    483    202  
                  

Income tax expense    53    48    170    81  
                  

NET INCOME    $ 79    $ 71    $ 313    $ 121  

                  

EARNINGS PER COMMON SHARE:                      

Basic    $ 0.27    $ 0.25    $ 1.07    $ 0.43  

Diluted    $ 0.24    $ 0.21    $ 0.93    $ 0.38  
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JETBLUE AIRWAYS CORPORATION  
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME  

(unaudited, in millions)  

 

 
 

See accompanying notes to condensed consolidated financial statements.  
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     Three Months Ended September 30,  

     2014    2013  

NET INCOME    $ 79    $ 71  
Changes in fair value of derivative instruments, net of reclassifications into earnings (net of $(11) and 
$6 of taxes in 2014 and 2013, respectively)    (16 )   11  
Total other comprehensive income (loss)    (16 )   11  

COMPREHENSIVE INCOME    $ 63    $ 82  

     Nine Months Ended September 30,  

     2014    2013  

NET INCOME    $ 313    $ 121  
Changes in fair value of derivative instruments, net of reclassifications into earnings (net of $(8) and 
$2 of taxes in 2014 and 2013, respectively)    (12 )   3  
Total other comprehensive income (loss)    $ (12 )   $ 3  

COMPREHENSIVE INCOME    $ 301    $ 124  
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See accompanying notes to condensed consolidated financial statements.  
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JETBLUE AIRWAYS CORPORATION  
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  

(unaudited, in millions)  

     Nine Months Ended September 30,  

     2014    2013  

CASH FLOWS FROM OPERATING ACTIVITIES            

Net income    $ 313    $ 121  
Adjustments to reconcile net income to net cash provided by operating activities:            

Deferred income taxes    157    78  
Depreciation    197    188  
Amortization    43    35  
Stock-based compensation    16    10  
Losses on sale of assets, debt extinguishment, and customer contract termination    3    4  
Gain on sale of subsidiary    (241 )   — 
Collateral returned for derivative instruments    1    6  
Changes in certain operating assets and liabilities    208    108  
Other, net    27    15  

Net cash provided by operating activities    724    565  
CASH FLOWS FROM INVESTING ACTIVITIES            

Capital expenditures    (498 )   (342 ) 

Predelivery deposits for flight equipment    (99 )   (13 ) 

Proceeds from sale and disposition of assets    —   8  
Proceeds from sale of subsidiary    393    — 
Purchase of held-to-maturity investments    (194 )   (142 ) 

Proceeds from the maturities of held-to-maturity investments    236    182  
Purchase of available-for-sale securities    (335 )   (378 ) 

Proceeds from the sale of available-for-sale securities    388    349  
Other, net    (4 )   (4 ) 

Net cash used in investing activities    (113 )   (340 ) 

CASH FLOWS FROM FINANCING ACTIVITIES            

Proceeds from:            

Issuance of common stock    13    4  
Issuance of long-term debt    342    254  
Short-term borrowings and lines of credit    —   190  

Repayment of long-term debt and capital lease obligations    (648 )   (270 ) 

Repayment of short-term borrowings and lines of credit    —   (190 ) 

Acquisition of treasury stock    (82 )   (8 ) 

Other, net    (12 )   (14 ) 

Net cash used in financing activities    (387 )   (34 ) 

INCREASE IN CASH AND CASH EQUIVALENTS    224    191  
Cash and cash equivalents at beginning of period    225    182  

Cash and cash equivalents at end of period    $ 449    $ 373  
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JETBLUE AIRWAYS CORPORATION  

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S  

(unaudited)  

September 30, 2014  
 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES   

Basis of Presentation  

JetBlue predominately provides air transportation services across the United States, the Caribbean and Latin America. Our condensed 
consolidated financial statements include the accounts of JetBlue Airways Corporation, or JetBlue, and our subsidiaries which are collectively 
referred to as “we” or the “Company”. All majority-owned subsidiaries are consolidated on a line by line basis, with all intercompany 
transactions and balances having been eliminated. In June 2014, LiveTV, LLC, its subsidiaries LTV Global, Inc, and LiveTV International, 
Inc., collectively LiveTV, were sold to Thales Holding Corporation and ceased to be subsidiaries of JetBlue. In September 2014, LiveTV 
Satellite Communications, LLC, a subsidiary of LiveTV, LLC, was sold to Thales Holding Corporation and ceased to be a subsidiary of 
JetBlue. Following the close of the sale on June 10, 2014 and September 25, 2014, the transferred LiveTV operations are no longer presented in 
our condensed consolidated financial statements. Refer to Note 10 for more details on the sales. These condensed consolidated financial 
statements and related notes should be read in conjunction with our 2013 audited financial statements included in our Annual Report on Form 
10-K for the year ended December 31, 2013 , or our 2013 Form 10-K.  

These condensed consolidated financial statements are unaudited and have been prepared by us following the rules and regulations of the 
Securities and Exchange Commission, or the SEC. In our opinion they reflect all adjustments, including normal recurring items, that are 
necessary to present fairly the results for interim periods. Certain information and footnote disclosures normally included in financial 
statements prepared in accordance with U.S. generally accepted accounting principles, or U.S. GAAP, have been condensed or omitted as 
permitted by such rules and regulations; however, we believe that the disclosures are adequate to make the information presented to not be 
misleading. Operating results for the periods presented herein are not necessarily indicative of the results that may be expected for the entire 
fiscal year.  

Investment securities  

Investment securities consist of available-for-sale investment securities and held-to-maturity investment securities. We use a specific 
identification method to determine the cost of the securities when they are sold.  

Held-to-maturity investment securities. The contractual maturities of the corporate bonds we held as of September 30, 2014 were not 
greater than 24 months. We did not record any significant gains or losses on these securities during the three and nine months ended 
September 30, 2014 or 2013 . The estimated fair value of these investments approximated their carrying value as of September 30, 2014 and 
December 31, 2013 , respectively.  

The carrying values of investment securities consisted of the following at September 30, 2014 and December 31, 2013 (in millions):  
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September 30,  

2014    
December 31,  

2013  

     (unaudited)       

Available-for-sale securities            

Time deposits    $ 135    $ 70  
Commercial paper    —   118  

     135    188  
Held-to-maturity securities            

Corporate bonds    $ 229    $ 275  
Time deposits    51    53  

     280    328  
          

Total    $ 415    $ 516  
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Intangible Assets  

Our intangible assets consist primarily of acquired take-off and landing slots, or Slots, at certain domestic airports. Slots are the rights to 
take-off or land at a specific airport during a specific time period of the day and are a means by which airport capacity and congestion can be 
managed. We account for Slots at High Density airports, including Ronald Reagan National Airport in Washington, D.C., or Reagan National, 
LaGuardia Airport, or LaGuardia, and John F. Kennedy International Airport, or JFK, both in New York City as indefinite life intangible assets 
which results in no amortization expense. Slots at other airports are amortized on a straight-line basis over their expected useful lives, up to 15 
years . As of December 31, 2013, we changed our estimated lives for Slots at High Density Airports from 15 years to indefinite life. We 
incurred amortization expense of $4 million and $5 million related to Slots at High Density Airports for the nine months ended September 30, 
2013 and the 12 months ended December 31, 2013, respectively.  

In March 2014, we completed the purchase of 24 Slots at Reagan National for $75 million . We started using these Slots in the second 
half of 2014 and continue to announce new routes. Consistent with our accounting treatment for Slots at all High Density Airports, we have 
assigned these assets an indefinite life.  

New Accounting Pronouncements  

In May 2014, the Financial Accounting Standards Board, or FASB, issued ASU 2014-09, Revenue from Contracts with Customers , as a 
topic of the Accounting Standards Codification TM , or Codification, which supersedes existing revenue recognition guidance. Under the new 
standard, a company will recognize revenue when it transfers goods or services to customers in an amount that reflects the consideration to 
which the company expects to be entitled to in exchange for those goods or services. The standard is effective for public companies for annual 
periods beginning after December 15, 2016 and allows for either full retrospective or modified retrospective adoption. Early adoption is not 
permitted. We are currently evaluating the impact of adopting this standard will have on our consolidated financial statements.  

 

NOTE 2 — SHARE-BASED COMPENSATION  

During the nine months ended September 30, 2014 , 2.6 million restricted stock units vested and 1.9 million restricted stock units were 
granted under the 2011 Incentive Compensation Plan and the Amended and Restated 2002 Stock Incentive Plan.  

 

NOTE 3 — LONG TERM DEBT, SHORT TERM BORROWINGS, AND  CAPITAL LEASE OBLIGATIONS  

During the nine months ended September 30, 2014, we made scheduled principal payments of $342 million on our outstanding long-term 
debt and capital lease obligations. This included the final payment on the Series 2004-1 Enhanced Equipment Trust Certificate, or EETC, of 
$188 million and resulted in 13 aircraft becoming unencumbered. In June 2014, we used some of the proceeds from the sale of LiveTV and 
prepaid $299 million of floating rate outstanding principal secured by 14 Airbus A320 aircraft which are now unencumbered. In May 2014, we 
prepaid $7 million of outstanding principal relating to five previously encumbered spare engines.  

In March 2014, we completed a private placement of $226 million in pass-through certificates, Series 2013-1. The certificates were issued 
by a pass-through trust and are not obligations of JetBlue. The proceeds from the issuance of the pass-through certificates were used to 
purchase equipment notes issued by JetBlue and secured by 14 of our previously unencumbered aircraft. Principal and interest are payable 
semiannually, starting in September 2014.  

During the nine months ended September 30, 2014, we issued $116 million in fixed rate equipment notes due through 2024. These notes 
are secured by two Airbus A321 aircraft that were delivered during the period and two previously unencumbered EMBRAER 190 aircraft. 
During the nine months ended September 30, 2014, we also took delivery of two Airbus A321 aircraft which were financed with capital leases 
for a total of $76 million .  

As of September 30, 2014, we had $76 million in principal of our 6.75% Convertible Debentures due 2039 (Series A) outstanding. 
Through October 29, 2014, holders have converted approximately $25 million principal amount of these debentures, leaving $51 million in 
principal outstanding.  

Aircraft, engines, other equipment and facilities with a net book value of $3.28 billion at September 30, 2014 have been pledged as 
security under various loan agreements. As of September 30, 2014 , we owned, free of encumbrance, 34 Airbus A320 aircraft, one Airbus 
A321 aircraft and 35 spare engines. At September 30, 2014 , the weighted average interest rate of all of our long-term debt and capital lease 
obligations was 4.8% and scheduled maturities were $128 million for the remainder of 2014 , including the $76 million in principal of our 
convertible debentures, $266 million in 2015 , $465 million in 2016 , $216 million in 2017 , $227 million in 2018 and $1.06 billion thereafter .  
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The carrying amounts and estimated fair values of our long-term debt at September 30, 2014 and December 31, 2013 were as follows (in 
millions):  

 

The estimated fair values of our publicly held long-term debt are classified as Level 2 in the fair value hierarchy. The fair values of our 
enhanced equipment notes and our special facility bonds were based on quoted market prices in markets with low trading volumes. The fair 
value of our convertible debentures was based upon other observable market inputs since they are not actively traded. The fair value of our 
non-public debt was estimated using a discounted cash flow analysis based on our borrowing rates for instruments with similar terms and 
therefore classified as Level 3 in the fair value hierarchy. The fair values of our other financial instruments approximate their carrying values. 
Refer to Note 9 for explanation of the fair value hierarchy structure.  

We have financed certain aircraft with EETCs as one of the benefits is being able to finance several aircraft at one time, rather than 
individually. The structure of EETC financing is that we create pass-through trusts in order to issue pass-through certificates. The proceeds 
from the issuance of these certificates are then used to purchase equipment notes which are issued by us and are secured by our aircraft. These 
trusts meet the definition of a variable interest entity, or VIE, as defined in the Consolidations topic of the FASB Codification, and must be 
considered for consolidation in our condensed consolidated financial statements. Our assessment of the EETCs considers both quantitative and 
qualitative factors including the purpose for which these trusts were established and the nature of the risks in each. The main purpose of the 
trust structure is to enhance the credit worthiness of our debt obligation through certain bankruptcy protection provisions, liquidity facilities and 
lower our total borrowing cost. We concluded that we are not the primary beneficiary in these trusts due to our involvement in them being 
limited to principal and interest payments on the related notes, the trusts were not set up to pass along variability created by credit risk to us and 
the likelihood of our defaulting on the notes. Therefore, we have not consolidated these trusts in our condensed consolidated financial 
statements.  
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     September 30, 2014    December 31, 2013  

     Carrying Value    
Estimated Fair 

Value    Carrying Value    
Estimated Fair 

Value  

     (unaudited)    (unaudited)            

Public Debt                      

Floating rate enhanced equipment notes:                      

    Class G-1, due through 2016    $ 48    $ 46    $ 55    $ 54  
    Class G-2, due 2014 and 2016    185    183    373    365  
Fixed rate special facility bonds, due through 2036    77    77    78    68  
6.75% convertible debentures due in 2039    162    359    162    297  
5.5% convertible debentures due in 2038    68    162    68    134  
                  

Non-Public Debt                      

Fixed rate enhanced equipment notes, due through 2023    $ 217    $ 219    $ —   $ — 
Floating rate equipment notes, due through 2025    285    286    634    645  
Fixed rate equipment notes, due through 2026    1,149    1,220    1,110    1,161  
                  

Total    $ 2,191    $ 2,552    $ 2,480    $ 2,724  
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NOTE 4 — ACCUMULATED OTHER COMPREHENSIVE INCOME (LO SS)  

Comprehensive income (loss) includes changes in fair value of our aircraft fuel derivatives and interest rate swap agreements, which 
qualify for hedge accounting. A rollforward of the amounts included in the accumulated other comprehensive income (loss), net of taxes for the 
three months ended September 30, 2014 and September 30, 2013 are as follows (in millions, unaudited):  

A rollforward of the amounts included in the accumulated other comprehensive income (loss), net of taxes for the nine months ended 
September 30, 2014 and September 30, 2013 are as follows (in millions, unaudited):  
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Aircraft Fuel  

Derivatives (1)    
Interest Rate  

Swaps (2)    Total  

Beginning accumulated income at June 30, 2014    $ 4    $ —   $ 4  
Reclassifications into earnings (net of $0 of taxes)    1    —   1  
Change in fair value (net of $(11) of taxes)    (17 )   —   (17 ) 

Ending accumulated losses at September 30, 2014    $ (12 )   $ —   $ (12 ) 

     
Aircraft Fuel  

Derivatives (1)    
Interest Rate  

Swaps (2)    Total  

Beginning accumulated losses at June 30, 2013    $ (12 )   $ (4 )   $ (16 ) 
Reclassifications into earnings (net of $2 of taxes)    2    1    3  
Change in fair value (net of $4 of taxes)    7    1    8  

Ending accumulated losses at September 30, 2013    $ (3 )   $ (2 )   $ (5 ) 

__________________________                 

(1) Reclassified to aircraft fuel expense                 

(2) Reclassified to interest expense                 

     
Aircraft Fuel  

Derivatives (1)    
Interest Rate  

Swaps (2)    Total  

Beginning accumulated income (losses) at December 31, 2013    $ 1    $ (1 )   $ — 
Reclassifications into earnings (net of $2 of taxes)    2    1    3  
Change in fair value (net of $(10) of taxes)    (15 )   —   (15 ) 

Ending accumulated losses at September 30, 2014    $ (12 )   $ —   $ (12 ) 

     
Aircraft Fuel  

Derivatives (1)    
Interest Rate  

Swaps (2)    Total  

Beginning accumulated losses at December 31, 2012    $ (1 )   $ (7 )   (8 ) 
Reclassifications into earnings (net of $6 of taxes)    4    4    8  
Change in fair value (net of $(4) of taxes)    (6 )   1    (5 ) 

Ending accumulated losses at September 30, 2013    $ (3 )   $ (2 )   (5 ) 

__________________________                 

(1) Reclassified to aircraft fuel expense                 

(2) Reclassified to interest expense                 



Table of Contents  
 

NOTE 5 — EARNINGS PER SHARE  

The following table shows how we computed basic and diluted earnings per common share (in millions, share amounts in thousands, 
unaudited):  

 

As of September 30, 2014 , a total of approximately 1.4 million shares of our common stock, which were lent to our share borrower 
pursuant to the terms of our share lending agreement as described more fully in Note 2 to our 2013 Form 10-K, were issued and outstanding for 
corporate law purposes. Holders of the borrowed shares have all the rights of a holder of our common stock. However, because the share 
borrower must return all borrowed shares to us (or identical shares or, in certain circumstances of default by the counterparty, the cash value 
thereof), the borrowed shares are not considered outstanding for the purpose of computing and reporting basic or diluted earnings per share. 
The fair value of similar common shares not subject to our share lending arrangement based upon our closing stock price at September 30, 
2014 , was approximately $15 million .  

In March 2014, JetBlue continued with its previously announced share repurchase program, repurchasing 1.6 million shares of common 
stock on the open market structured pursuant to Rule 10b5-1 under the Securities and Exchange Act of 1934, as amended, or the Exchange Act. 
This plan was terminated on May 28, 2014. On May 29, 2014, JetBlue announced that it entered into an accelerated share repurchase 
agreement, or ASR, with JP Morgan paying $60 million for approximately 5.1 million shares. On September 9, 2014, the term of the ASR 
concluded with JP Morgan delivering approximately 0.4 million more shares to JetBlue resulting in a total of approximately 5.5 million shares 
repurchased under this agreement. The total number of shares purchased under the ASR was based upon the volume weighted average prices of 
JetBlue's common stock during the term of the ASR. We may adjust or change our share repurchase practices based on market conditions and 
other alternatives.  
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Three Months Ended September 

30,    
Nine Months Ended September 

30,  

     2014    2013    2014    2013  

Numerator:                      

Net income    $ 79    $ 71    $ 313    $ 121  
Effect of dilutive securities:                      

Interest on convertible debt, net of income taxes and profit sharing    2    3    5    8  
Net income applicable to common stockholders after assumed conversions for 
diluted earnings per share    $ 81    $ 74    $ 318    $ 129  

                  

Denominator:                      

Weighted average shares outstanding for basic earnings per share    290,547    280,935    292,946    280,443  
Effect of dilutive securities:                      

Employee stock options    2,210    2,235    2,199    1,900  
Convertible debt    48,351    60,575    48,351    60,575  

Adjusted weighted average shares outstanding and assumed conversions for 
diluted earnings per share    341,108    343,745    343,496    342,918  

     
Three Months Ended September 

30,    Nine Months Ended September 30, 

     2014    2013    2014    2013  

Shares excluded from EPS calculation (in millions):                      

Shares issuable upon exercise of outstanding stock options or vesting of 
restricted stock units as assumed exercise would be antidilutive    4.6    12.6    8.6    14.5  
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NOTE 6 — EMPLOYEE RETIREMENT PLAN  

We sponsor a retirement savings 401(k) defined contribution plan, or the Plan, covering all of our employees where we match employee 
contributions of up to 5% of eligible wages. Our non-management employees receive a discretionary contribution of 5% of eligible wages, 
which we refer to as Retirement Plus. They are also eligible to receive profit sharing, calculated as 15% of adjusted pre-tax income and reduced 
by the Retirement Plus contributions and special items. Certain FAA-licensed employees receive an additional contribution of 3% of eligible 
compensation, which we refer to as Retirement Advantage. Total 401(k) company match, Retirement Plus, profit sharing, and Retirement 
Advantage expensed for the three months ended September 30, 2014 and 2013 was $34 million  and $28 million , while the total expensed for 
the Plan for the nine months ended September 30, 2014 and 2013 was $81 million and $69 million , respectively.  

 

NOTE 7 — COMMITMENTS AND CONTINGENCIES  

As of September 30, 2014 , our firm aircraft orders consisted of three Airbus A320 aircraft, 44 Airbus A321 aircraft, 30 Airbus A320 new 
engine option (A320neo) aircraft, 30 Airbus A321neo aircraft, 24 EMBRAER 190 aircraft and 10 spare engines scheduled for delivery through 
2022 . Committed expenditures for these aircraft and related flight equipment, including estimated amounts for contractual price escalations 
and predelivery deposits, will be approximately $200 million for the remainder of 2014 , $660 million in 2015 , $785 million in 2016 , $835 
million in 2017 , $855 million in 2018 and $3.2 billion thereafter. We are scheduled to receive four new Airbus A321 aircraft during the 
remainder of 2014.  

Our aircraft lease agreements contain termination provisions which include standard maintenance and return conditions. Our policy is to 
record these lease return conditions when they are probable and the costs can be estimated.  

As part of the sale of LiveTV, refer to Note 10, a $3 million liability relating to Airfone was assigned to JetBlue as part of the purchase 
agreement. Separately, prior to the sale of LiveTV, JetBlue had an agreement with ViaSat Inc. through 2020 relating to in-flight broadband 
connectivity technology on our aircraft. That agreement stipulated a $20 million minimum commitment for the connectivity service and a $25 
million minimum commitment for the related hardware and software purchases. As part of the sale of LiveTV these commitments to ViaSat 
Inc. were assigned to LiveTV and JetBlue entered into two new service agreements with LiveTV pursuant to which LiveTV will provide in-
flight entertainment and connectivity services to JetBlue for a minimum of seven years.  

In 2012 we commenced construction on T5i, an expansion to our terminal at JFK, or T5, that we intend to use as an international arrivals 
facility. An amendment of the original T5 lease was executed in 2013 to include this expansion. JetBlue is self-funding the construction cost of 
this facility with an expected total cost of $195 million . The construction is expected to be completed in late 2014, with total costs incurred 
through September 30, 2014 of $167 million .  

As of September 30, 2014 , we have approximately $33 million in assets serving as collateral for letters of credit relating to a certain 
number of our leases. These are included in restricted cash and expire at the end of the related lease terms. Additionally, we had approximately 
$25 million pledged related to our workers compensation insurance policies and other business partner agreements which will expire according 
to the terms of the related policies or agreements.  

Environmental Liability  

In 2012, during performance of required environmental testing, the presence of light non-aqueous phase petroleum liquid was discovered 
in certain subsurface monitoring wells on the property at JFK. Our lease with the Port Authority of New York and New Jersey, or PANYNJ, 
provides that under certain circumstances we may be responsible for investigating, delineating, and remediating such subsurface contamination, 
even if we are not necessarily the party that caused its release. We engaged environmental consultants to assess the extent of the contamination 
and assist us in determining steps to remediate it. A preliminary estimate indicated costs of remediation could range from approximately $1 
million up to $3 million . As of September 30, 2014 , we have accrued $2 million for current estimates of remediation costs, which is included 
in current liabilities on our condensed consolidated balance sheets. However, as with any environmental contamination, there is the possibility 
this contamination could be more extensive than estimated at this stage. We have a pollution insurance policy that protects us against these 
types of environmental liabilities, which we expect to mitigate some of our exposure in this matter.  

Based upon information currently known to us, we do not expect these environmental proceedings to have a material adverse effect on 
our condensed consolidated balance sheets, results of operations, or cash flows. However, it is not possible to predict with certainty the impact 
of future environmental compliance requirements or the costs of resolving the matter, in part because the scope of the remediation that may be 
required is not certain and environmental laws and regulations are subject to modification and changes in interpretation.  
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Legal Matters  

Occasionally, we are involved in various claims, lawsuits, regulatory examinations, investigations and other legal matters arising, for the 
most part, in the ordinary course of business. The outcome of litigation and other legal matters is always uncertain. The Company believes it 
has valid defenses to the legal matters currently pending against it, is defending itself vigorously and has recorded accruals determined in 
accordance with U.S. GAAP, where appropriate. In making a determination regarding accruals, using available information, we evaluate the 
likelihood of an unfavorable outcome in legal or regulatory proceedings to which we are a party and record a loss contingency when it is 
probable a liability has been incurred and the amount of the loss can be reasonably estimated. These subjective determinations are based on the 
status of such legal or regulatory proceedings, the merits of our defenses and consultation with legal counsel. Actual outcomes of these legal 
and regulatory proceedings may materially differ from our current estimates. It is possible that resolution of one or more of the legal matters 
currently pending or threatened could result in losses material to our consolidated results of operations, liquidity or financial condition.  

To date, none of these types of litigation matters, most of which are typically covered by insurance, has had a material impact on our 
operations or financial condition. We have insured and continue to insure against most of these types of claims. A judgment on any claim not 
covered by, or in excess of, our insurance coverage could materially adversely affect our financial condition or results of operations.  

Employment Agreement Dispute. In or around March 2010, attorneys representing a group of current and former pilots (the “Claimants”) 
filed a Request for Mediation with the American Arbitration Association (the “AAA”) concerning a dispute over the interpretation of a 
provision of their individual JetBlue Airways Corporation Employment Agreement for Pilots (“Employment Agreement”).  In their Fourth 
Amended Arbitration Demand, dated June 8, 2012, the Claimants ( 972 pilots) alleged that JetBlue breached the base salary provision of the 
Employment Agreement and sought back pay and related damages for pay adjustments that occurred in each of 2002, 2007 and 2009. The 
Claimants also asserted that JetBlue had violated numerous New York state labor laws. In July 2012, in response to JetBlue's partial motion to 
dismiss, the Claimants withdrew the 2002 claims. Following an arbitration hearing on the remaining claims, in May 2013, the arbitrator issued 
an interim decision on the contractual provisions of the Employment Agreement. The arbitrator determined that a 26.7% base pay rate increase 
provided to certain pilots during 2007 triggered the base salary provision of the Employment Agreement.  The 2009 claims and all New York 
state labor law claims were dismissed.  In early July 2014, the AAA issued the arbitrator’s Final Award, awarding 318 of the 972 Claimants a 
total of approximately $4.4 million , including interest, from which applicable tax withholdings must be further deducted.  

The Claimants have filed a motion to vacate the Final Award in New York Supreme Court. We believe the Claimants’ motion is without 
merit and expect the amount of damages awarded to the Claimants in the Final Award to be confirmed by the Court. We have accrued an 
amount that we believe is probable. Our estimate of reasonably possible losses in excess of the probable loss is not material. However, the 
outcome of any litigation is inherently uncertain and any final judgment may differ materially.  

WestJet Complaint. In December 2013, WestJet, a customer of LiveTV, filed a complaint against LiveTV alleging breach of contract. 
WestJet has alleged $15 million in damages plus unspecified damages for removing the inflight entertainment systems from its aircraft. In 
January 2014, LiveTV filed a response to this Complaint and a series of Counterclaims. In its pleadings, LiveTV disputes the accuracy and 
validity of the WestJet claims and to the extent WestJet is able to establish any liability on the part of LiveTV, LiveTV contends that the as-yet 
unliquidated damages sought by LiveTV in its Counterclaims are likely to exceed any actual damages awarded to WestJet on its Complaint. 
We believe the Complaint to be without merit. At the present time it is not possible to assess the likelihood of loss. As part of the sale of 
LiveTV, JetBlue agreed to indemnify Thales for certain losses and retained certain rights to potential recovery received as a result of the 
counter claims asserted against WestJet, refer to Note 10 for additional information.  

ALPA . In April 2014, JetBlue pilots elected to be solely represented by the Air Line Pilots Association, or ALPA. The National 
Mediation Board, or NMB, certified ALPA as the representative body for JetBlue pilots and we plan to work with ALPA to reach our first 
collective bargaining agreement. We do not believe that the result of the election will have a material impact on our financial statements.  

 

 
14  



Table of Contents  
 
NOTE 8 —FINANCIAL DERIVATIVE INSTRUMENTS AND RISK M ANAGEMENT  

As part of our risk management techniques, we periodically purchase over the counter energy derivative instruments and enter into fixed 
forward price agreements, or FFPs, to manage our exposure to the effect of changes in the price of aircraft fuel. Prices for the underlying 
commodities have historically been highly correlated to aircraft fuel, making derivatives of them effective at providing short-term protection 
against sharp increases in average fuel prices. We also periodically enter into jet fuel basis swaps for the differential between heating oil and jet 
fuel, to further limit the variability in fuel prices at various locations.  

To manage the variability of the cash flows associated with our variable rate debt, we have also entered into interest rate swaps. We do 
not hold or issue any derivative financial instruments for trading purposes.  

Aircraft fuel derivatives  

We attempt to obtain cash flow hedge accounting treatment for each aircraft fuel derivative that we enter into. This treatment is provided 
for under the Derivatives and Hedging topic of the Codification which allows for gains and losses on the effective portion of qualifying hedges 
to be deferred until the underlying planned jet fuel consumption occurs, rather than recognizing the gains and losses on these instruments into 
earnings during each period they are outstanding. The effective portion of realized aircraft fuel hedging derivative gains and losses is 
recognized in aircraft fuel expense in the period during which the underlying fuel is consumed.  

Ineffectiveness occurs, in certain circumstances, when the change in the total fair value of the derivative instrument differs from the 
change in the value of our expected future cash outlays for the purchase of aircraft fuel. Ineffectiveness is recognized immediately in interest 
income and other. If a hedge does not qualify for hedge accounting, the periodic changes in its fair value are also recognized in interest income 
and other. When aircraft fuel is consumed and the related derivative contract settles, any gain or loss previously recorded in other 
comprehensive income is recognized in aircraft fuel expense. All cash flows related to our fuel hedging derivatives are classified as operating 
cash flows.  

Our current approach to fuel hedging is to enter into hedges on a discretionary basis without a specific target of hedge percentage needs. 
We view our hedge portfolio as a form of insurance to help mitigate the impact of price volatility and protect us against severe spikes in oil 
prices, when possible.  

The following table illustrates the approximate hedged percentages of our projected fuel usage by quarter as of September 30, 2014 
related to our outstanding fuel hedging contracts that were designated as cash flow hedges for accounting purposes.  

 
In addition to the above jet fuel swaps and caps, JetBlue entered into jet fuel put options of 10% for the fourth quarter of 2014. Starting in 

the third quarter of 2014, we entered into jet fuel and heating oil collars, refer to table above for hedged percentages of our collars.  

Starting in the second quarter of 2014, we have entered into basis swap transactions that will settle in early 2015. These basis swaps have 
not been designated as cash flow hedges for accounting purposes and as a result are marked to market in earnings each period. As of September 
30, 2014 , the fair value recorded for these contracts was not material.  
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Jet fuel swap  
agreements    

Jet fuel cap  
agreements    

Jet fuel collar 
agreements    

Heating oil collar 
agreements    Total  

Fourth Quarter 2014    17 %   10 %   —%   —%   27 % 
First Quarter 2015    11 %   —%   10 %   —%   21 % 
Second Quarter 2015    9 %   —%   10 %   —%   19 % 
Third Quarter 2015    5 %   —%   —%   9 %   14 % 
Fourth Quarter 2015    5 %   —%   —%   10 %   15 % 
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Interest rate swaps  

The interest rate hedges we had outstanding as of September 30, 2014 effectively swap floating rate debt for fixed rate debt. They take 
advantage of lower borrowing rates in existence at the time of the hedge transaction as compared to the date our original debt instruments were 
executed. As of September 30, 2014 , we had $48 million in notional debt outstanding related to these swaps, which cover certain interest 
payments through August 2016. The notional amount decreases over time to match scheduled repayments of the related debt.  

All of our outstanding interest rate swap contracts qualify as cash flow hedges in accordance with the Derivatives and Hedging topic of 
the Codification. Since all of the critical terms of our swap agreements match the debt to which they pertain, there was no ineffectiveness 
relating to these interest rate swaps in 2014 or 2013 . All related unrealized losses were deferred in accumulated other comprehensive loss. We 
recognized approximately $1 million in additional interest expense in the nine months ended September 30, 2014 , compared to $8 million in 
additional interest expense in the nine months ended September 30, 2013 .  

The table below reflects quantitative information related to our derivative instruments and where these amounts are recorded in our 
financial statements (dollar amounts in millions):  

 

____________________________  
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   As of  

   
September 30,  

2014    
December 31,  

2013  

   (unaudited)       

Fuel derivatives          

Asset fair value recorded in prepaid expenses and other (1)  $ —   $ 6  
Liability fair value recorded in other accrued liabilities (1)  18    — 
Liability fair value recorded in other long term liabilities (1)  1    — 
Longest remaining term (months)  15    12  
Hedged volume (barrels, in thousands)  3,435    1,320  
Estimated amount of existing gains (losses) expected to be reclassified into earnings in the next 
12 months  $ (17 )   $ 3  

Interest rate derivatives          

Liability fair value recorded in other long term liabilities (2)  $ 2    $ 3  
Estimated amount of existing losses expected to be reclassified into earnings in the next 12 months  (1 )   (2 ) 

   Three Months Ended September 30,    Nine Months Ended September 30,  

   2014    2013    2014    2013  

   (unaudited)    (unaudited)    (unaudited)    (unaudited)  

Fuel derivatives                    

Hedge effectiveness losses recognized in aircraft fuel expense  $ (1 )    $ (3 )    $ (4 )    $ (7 )  

Gains (losses) on derivatives not qualifying for hedge accounting 
recognized in other expense  —   1    —   (1 )  

Hedge ineffectiveness losses recognized in other expense  (1 )    —   (1 )    — 
Hedge gains (losses) on derivatives recognized in comprehensive 
income  (28 )    11    (25 )    (10 )  

Percentage of actual consumption economically hedged  23 %   29 %   18 %   21 % 

Interest rate derivatives                    

Hedge gains on derivatives recognized in comprehensive income  $ —   $ 1    $ —   $ 1  
Hedge losses on derivatives recognized in interest expense  —   (3 )    (1 )    (8 )  

(1)  Gross asset or liability of each contract prior to consideration of offsetting positions with each counterparty. 
(2)  Gross liability, prior to impact of collateral posted. 
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Any outstanding derivative instrument exposes us to credit loss in connection with our fuel contracts in the event of nonperformance by 
the counterparties to our agreements, but we do not expect that any of our eight counterparties will fail to meet their obligations. The amount of 
such credit exposure is generally the fair value of our outstanding contracts for which we are in a receivable position. To manage credit risks 
we select counterparties based on credit assessments, limit our overall exposure to any single counterparty and monitor the market position 
with each counterparty. Some of our agreements require cash deposits from either JetBlue or our counterparty if market risk exposure exceeds a 
specified threshold amount.  

We have master netting arrangements with our counterparties allowing us the right of offset to mitigate credit risk in derivative 
transactions. The financial derivative instrument agreements we have with our counterparties may require us to fund all, or a portion of, 
outstanding loss positions related to these contracts prior to their scheduled maturities. The amount of collateral posted, if any, is periodically 
adjusted based on the fair value of the hedge contracts. Our policy is to offset the liabilities represented by these contracts with any cash 
collateral paid to the counterparties.  

The impact of offsetting derivative instruments is depicted below (in millions):  

 
 

NOTE 9 —FAIR VALUE OF FINANCIAL INSTRUMENTS  

Under the Fair Value Measurements and Disclosures topic of the Codification, disclosures are required about how fair value is 
determined for assets and liabilities and a hierarchy for which these assets and liabilities must be grouped is established, based on significant 
levels of inputs as follows:  

Level 1 quoted prices in active markets for identical assets or liabilities;  

Level 2 quoted prices in active markets for similar assets and liabilities and inputs that are observable for the asset or liability; or  

Level 3 unobservable inputs for the asset or liability, such as discounted cash flow models or valuations.  

The determination of where assets and liabilities fall within this hierarchy is based upon the lowest level of input that is significant to the 
fair value measurement. The following is a listing of our assets and liabilities required to be measured at fair value on a recurring basis and 
where they are classified within the fair value hierarchy as of September 30, 2014 and December 31, 2013 (in millions):  
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   Gross Amount of Recognized    
Gross Amount of 
Cash Collateral    

Net Amount Presented  
in Balance Sheet  

   Assets    Liabilities    Offset    Assets    Liabilities  

As of September 30, 2014 (unaudited)                         

Fuel derivatives  $ —   $ 19    $ —   $ —   $ 19  
Interest rate derivatives  —   2    2    —   — 
                    

As of December 31, 2013                         

Fuel derivatives  $ 6    $ —   $ —   $ 6    $ — 
Interest rate derivatives  —   3    3    —   — 

   As of September 30, 2014  

   (unaudited)  

   Level 1    Level 2    Level 3    Total  

Assets                    

Cash equivalents  $ 293    $ —   $ —   $ 293  
Available-for-sale investment securities  —   135    —   135  
Aircraft fuel derivatives  —   —   —   — 

   $ 293    $ 135    $ —   $ 428  

Liabilities                    

Aircraft fuel derivatives  $ —   $ 19    $ —   $ 19  
Interest rate swaps  —   2    —   2  

   $ —   $ 21    $ —   $ 21  
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Refer to Note 3 for fair value information related to our outstanding debt obligations as of September 30, 2014 and December 31, 2013 .  

Cash equivalents  

Our cash equivalents include money market securities and commercial papers which are readily convertible into cash, have maturities of 
90 days or less when purchased and are considered to be highly liquid and easily tradable. These securities are valued using inputs observable 
in active markets for identical securities and are therefore classified as Level 1 within our fair value hierarchy.  

Available-for-sale investment securities  

Included in our available-for-sale investment securities are time deposits with original maturities greater than 90 days but less than one 
year. The fair values of these instruments are based on observable inputs in non-active markets and are therefore classified as Level 2 in the 
hierarchy. We did not record any significant gains or losses on these securities during the three and nine months ended September 30, 2014 and 
2013.  

Interest rate swaps       

The fair values of our interest rate swaps are based on inputs received from the related counterparty, which are based on observable inputs 
for active swap indications in quoted markets for similar terms. The fair values of these instruments are based on observable inputs in non-
active markets and are therefore classified as Level 2 in the hierarchy.  

Aircraft fuel derivatives  

Our aircraft fuel derivatives include swaps, caps, puts, collars, and basis swaps which are not traded on public exchanges. Heating oil and 
jet fuel are the products underlying these hedge contracts as they are highly correlated with the price of jet fuel. Their fair values are 
determined using a market approach based on inputs that are readily available from public markets for commodities and energy trading 
activities. Therefore, they are classified as Level 2 inputs. The data inputs are combined into quantitative models and processes to generate 
forward curves and volatilities related to the specific terms of the underlying hedge contracts.  
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   As of December 31, 2013  

   Level 1    Level 2    Level 3    Total  

Assets                    

Cash equivalents  $ 51    $ —   $ —   $ 51  
Available-for-sale investment securities  —   188    —   188  

Aircraft fuel derivatives  —   6    —   6  

   $ 51    $ 194    $ —   $ 245  

Liabilities                    

Aircraft fuel derivatives  $ —   $ —   $ —   $ — 
Interest rate swaps  —   3    —   3  

   $ —   $ 3    $ —   $ 3  
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NOTE 10 —LIVETV  

LiveTV, LLC, formerly a wholly owned subsidiary of JetBlue, provides inflight entertainment and connectivity solutions for various 
commercial airlines including JetBlue. On June 10, 2014, JetBlue entered into an amended and restated purchase agreement with Thales 
Holding Corporation, or Thales, replacing the original purchase agreement between the parties dated as of March 13, 2014. Under the terms of 
the amended and restated purchase agreement, JetBlue sold LiveTV to Thales for $399 million , subject to purchase adjustments based upon 
the amount of cash, indebtedness and working capital of LiveTV at the closing date of the transaction relative to a target amount. Excluded 
from this sale was LiveTV Satellite Communications, LLC which was retained by JetBlue pending receipt of the necessary regulatory 
approvals for the sale. On September 25, 2014, JetBlue received all necessary regulatory approvals and sold LiveTV Satellite Communications, 
LLC to Thales for approximately $1 million in cash.  

The total cash proceeds of $393 million reflect the agreed upon purchase prices, net of purchase agreement adjustments including post-
closing purchase price adjustments, which were finalized during the third quarter of 2014. The sale resulted in a pre-tax gain on the sale of 
approximately $241 million and are net of approximately $19 million in transactions costs. The gain on the sale has been reported as a separate 
line item in the consolidated statement of operations for the three months and nine months ended September 30, 2014.  

The tax expense recorded in connection with this transaction totaled $73 million , net of a $19 million tax benefit related to the utilization 
of a capital loss carryforward. The capital gain generated from the sale of LiveTV resulted in the release of a valuation allowance related to the 
capital loss deferred tax asset. This resulted in an after tax gain on the sale of approximately $168 million .  

Following the close of the sale on June 10, 2014 and September 25, 2014, the applicable LiveTV operations are no longer being 
consolidated as a subsidiary in JetBlue's condensed consolidated financial statements. The effect of this reporting structure change is not 
material to the financial statements presented for the period ended September 30, 2014.  

JetBlue expects to continue to be a significant customer of LiveTV and concurrent with the LiveTV sale the parties have entered into two 
agreements with seven year terms pursuant to which LiveTV continues to provide JetBlue with inflight entertainment and onboard connectivity 
products and services.  
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS  

OVERVIEW  

Third Quarter 2014 Highlights  

• Operating income for the quarter increased 7.9% year over year.  

• We had a $93 million increase in passenger revenue quarter over quarter due to a 6.4% increase in revenue passengers as well as a 
0.5% increase in the average fare.  

• Operating expenses per available seat mile increased by 1.2% quarter over quarter to 11.61 cents. Excluding fuel and profit sharing, 
our cost per available seat mile increased 2.6% .  

• We generated $724 million in cash from operations for the nine months ended September 30, 2014.  

 

Balance Sheet  

We ended the third quarter of 2014 with unrestricted cash, cash equivalents and short-term investments of $742 million and undrawn lines 
of credit of $550 million. Our unrestricted cash, cash equivalents and short-term investments is at approximately 13% of trailing twelve months 
revenue. We increased the number of unencumbered aircraft by one during the quarter, bringing the total to 35 as of September 30, 2014 .  

Network  

As part of our ongoing network initiatives and route optimization efforts, we continued to make schedule and frequency adjustments 
throughout the third quarter of 2014, including the announcement of twice weekly flights from New York to Curacao which we expect to begin 
in December 2014.  

Outlook for 2014  

For the full year, we estimate our operating capacity will increase approximately 4% to 6% over 2013. This growth will be funded by the 
addition of four Airbus A321 aircraft to our operating fleet through the remainder of the year as well as the addition of new destinations and 
route pairings based upon market demand. Our cost per available seat mile, or CASM, excluding fuel and profit sharing (1) for the full year is 
expected to increase by 2.5% to 4.5% over 2013 as a result of increases relating to salaries, wages and benefits, primarily due to pilot 
compensation as well as increases in depreciation and landing fees at many of the airports that we serve.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(1) Refer to our "Regulation G Reconciliation" note below for more information on this non-GAAP measure  
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RESULTS OF OPERATIONS  

Three Months Ended September 30, 2014 vs Three Months Ended September 30, 2013  

Overview  

We reported net income of $79 million , an operating income of $164 million and an operating margin of 10.7% for the three months 
ended September 30, 2014 . This compares to net income of $71 million , an operating income of $152 million and an operating margin of 
10.5% for the three months ended September 30, 2013 . Diluted earnings per share was $0.24 for the third quarter of 2014 compared to $0.21 
for the same period in 2013 .  

On-time performance as defined by the Department of Transportation, or DOT, is arrival within 14 minutes of scheduled arrival. In the 
third quarter of 2014 our on-time performance was 76.4% compared to 72.6% for the same period in 2013 . Our on-time performance remains 
challenged by our concentration of operations in the northeast of the U.S., one of the world's most congested airspaces. Our completion factor 
was 98.7% in the third quarter of 2014 and 99.5% in the same period in 2013 .  

 
Operating Revenues  

Passenger revenue is our primary source of revenue, which includes seat revenue as well as revenue from our ancillary product offerings 
such as EvenMore™ Space. The increase in passenger revenue of $93 million , or 7.0% , for the three months ended September 30, 2014 
compared to the same period in 2013 was mainly attributable to the 4.5% increase in capacity, 1.2 point increase in load factor and 0.9% 
increase in the yield per passenger mile.  
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Three Months Ended 

September 30,    
Year-over-Year  

Change     

(Revenues in millions; percent changes based on unrounded numbers)    2014    2013    $    %     

Passenger Revenue    $ 1,414    $ 1,321    $ 93    7.0     

Other Revenue    115    121    (6 )   (5.1 )    

Operating Revenues    $ 1,529    $ 1,442    $ 87    5.9     

                    

Average Fare    $ 164.80    $ 164.02    $ 0.78    0.5     

Yield per passenger mile (cents)    13.96    13.83    0.13    0.9     

Passenger revenue per ASM (cents)    12.03    11.75    0.28    2.4     

Operating revenue per ASM (cents)    13.00    12.82    0.18    1.4     

Average stage length (miles)    1,082    1,085    (3 )   (0.2 )    

Revenue passengers (thousands)    8,579    8,059    520    6.4     

Revenue passenger miles (millions)    10,127    9,561    566    5.9     

Available Seat Miles (ASMs) (millions)    11,752    11,252    500    4.5     

Load Factor    86.2 %    85.0 %      1.2  pts. 



Table of Contents  
 
Operating Expenses  

In detail, our operating costs per available seat mile, or ASM, were as follows: 

Our operating expenses contain variable costs that increased due to a 4.0% increase in departures and a 4.5% increase in operating 
capacity.  

Aircraft Fuel and Hedging  

Aircraft fuel and related taxes increased by $14 million , or 2.9% during the third quarter of 2014 compared to the same period in 2013. It 
remains our largest expense category, representing approximately 38% of our total operating expenses. The average number of aircraft 
operating during the third quarter of 2014 as compared to the same period in 2013 increased by 5.5% . Our fuel consumption increased by 
5.6% , or 9 million gallons, and the average fuel price per gallon for the third quarter of 2014 decreased by 2.7% to $3.05 . Losses upon 
settlement of effective fuel hedges during the third quarter of 2014 were $1 million versus losses of $3 million during the same period in 2013.  

Salaries, Wages and Benefits  

Salaries, wages and benefits increased $35 million , or 12.3% for the three months ended September 30, 2014 compared to the same 
period in 2013. The primary driver was wage rate increases in 2014 as well as additional headcount due to increased ASMs and to address new 
FAA flight, duty and rest regulations.  

Depreciation and Amortization  

Depreciation and amortization increased $6 million , or 6.8% , primarily due to having an average of 138 owned and capital leased 
aircraft in service in 2014 compared to 126 in 2013.  

Maintenance Materials and Repairs  

Maintenance materials and repairs remained relatively flat for the three months ended September 30, 2014 compared to the same period 
in 2013 due to our flight-hour based maintenance and repair agreement for our EMBRAER 190 aircraft engines which was signed in the second 
half of 2013. This agreement is improving the predictability of these expenses.  
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Three Months Ended 

September 30,    
Year-over-Year  

Change    Cents per ASM  

(in millions; per ASM data in 
cents; percent changes based on 
unrounded numbers)  2014    2013    $    %    2014    2013    % Change  

Aircraft fuel and related taxes  $ 515    $ 501    $ 14    2.9    4.39    4.45    (1.3 )  

Salaries, wages and benefits  318    283    35    12.3    2.71    2.52    7.5  
Landing fees and other rents  88    81    7    8.9    0.75    0.72    4.2  
Depreciation and amortization  79    73    6    6.8    0.67    0.66    1.5  
Aircraft rent  31    32    (1 )   (3.5 )    0.26    0.29    (10.3 )  

Sales and marketing  59    60    (1 )   (0.7 )    0.50    0.53    (5.7 )  

Maintenance materials and 
repairs  109    109    —   (0.5 )    0.93    0.97    (4.1 )  

Other operating expenses  166    151    15    9.5    1.40    1.33    5.3  

Total operating expenses  $ 1,365    $ 1,290    $ 75    5.7  %   11.61    11.47    1.2  % 
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Nine Months Ended September 30, 2014 vs. Nine Months Ended September 30, 2013  

Overview  

We reported net income of $313 million , an operating income of $346 million and an operating margin of 7.9% for the nine months 
ended September 30, 2014. This compares to net income of $121 million , an operating income of $313 million and an operating margin of 
7.7% for the nine months ended September 30, 2013. Diluted earnings per share was $0.93 for the nine months ended September 30, 2014 
compared to $0.38 for the same period in 2013. Net income for the nine months ended September 30, 2014 includes the after tax gain on the 
sale of LiveTV of approximately $168 million , or $0.49 per diluted share.  

Approximately 80% of our operations are centered in and around the heavily populated northeast corridor of the U.S., which includes the 
New York and Boston metropolitan areas. During the first three months of 2014 this area experienced one of the coldest winters in 20 years, 
with New York and Boston each experiencing over 57 inches of snow. These weather conditions lead to the cancellation of approximately 
4,100 flights, nearly double the amount we canceled in the whole of 2013. These cancellations resulted in a negative impact on of our first 
quarter 2014 seat revenue as well as ancillary revenue such as change fees due to our policy of waiving these fees during severe weather 
events.  

Operating Revenues 

The increase in passenger revenues of $287 million , or 7.7% , for the nine months ended September 30, 2014 compared to the same 
period in 2013 was mainly attributable to the 4.4% increase in capacity and 3.0% increase in the yield per passenger mile.  
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   Nine Months Ended September 30,    
Year-over-Year  

Change     

(Revenues in millions; percent changes based on unrounded 
numbers)  2014    2013    $    %     

Passenger Revenue  $ 4,016    $ 3,729    $ 287    7.7     

Other Revenue  355    347    8    2.4     

Operating Revenues  $ 4,371    $ 4,076    $ 295    7.2     

                  

Average Fare  $ 166.70    $ 161.37    $ 5.33    3.3     

Yield per passenger mile (cents)  14.13    13.72    0.41    3.0     

Passenger revenue per ASM (cents)  11.97    11.61    0.36    3.1     

Operating revenue per ASM (cents)  13.02    12.68    0.34    2.7     

Average stage length (miles)  1,088    1,088    —   —    

Revenue passengers (thousands)  24,091    23,112    979    4.2     

Revenue passenger miles (millions)  28,421    27,182    1,239    4.6     

Available Seat Miles (ASMs) (millions)  33,558    32,133    1,425    4.4     

Load Factor  84.7 %    84.6 %        0.1  pts. 
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Operating Expenses  

In detail, operating costs per available seat mile were as follows: 

Our operating expenses contain variable costs that increased due to a 4.0% increase in departures and a 4.4% increase in operating 
capacity.  

Aircraft Fuel and Hedging  

Aircraft fuel and related taxes increased $43 million , or 3.0% , and represented approximately 37% of our total operating expenses for 
the nine months ended September 30, 2014. Fuel consumption increased by 23 million gallons or 5.2% mainly due to a 6.1% increase in the 
average number of operating aircraft in 2014 compared to the same period in 2013 as well as a 4.0% increase in departures in 2014. This was 
offset slightly by a decrease in the average fuel cost per gallon from $3.16 in 2013 to $3.09 in 2014. Losses upon settlement of effective fuel 
hedges during 2014 were $4 million versus losses upon settlement of effective fuel hedges during the same period in 2013 of $7 million.  

Salaries, Wages and Benefits  

Salaries, wages and benefits increased $121 million or 14.4% . The primary driver was wage rate increases in 2014 as well as additional 
headcount due to increased ASMs and to address the new FAA flight, duty and rest regulations. The prolonged harsh winter weather 
throughout the first quarter of 2014 resulted in higher than expected salaries for our front-line employees, the majority of whom are paid on an 
hourly basis. Finally, our average number of full-time equivalent employees in the nine months ended September 30, 2014 increased by 9.1% 
compared to the same period in 2013.  

Depreciation and Amortization  

Depreciation and amortization increased approximately $22 million , or 10.0% , primarily due to having an average of 136 owned and 
capital leased aircraft in service in 2014 compared to 123 in 2013.  

Sales and Marketing  

Sales and marketing increased $19 million , or 11.5% , for the nine months ended September 30, 2014 compared to the same period in 
2013. In 2014 we launched a large scale advertising campaign across the Northeast during the spring to help boost our summer revenue while 
our campaign in 2013 was in late fall to help boost winter revenue.  

Maintenance Materials and Repairs  

Maintenance materials and repairs decreased approximately $29 million , or 8.8% , for the nine months ended September 30, 2014 
compared to the same period in 2013. For the nine months ended September 30, 2013, maintenance expense increased as a result of unplanned 
EMBRAER 190 aircraft engine removals and performance restorations. In the second half of 2013 we finalized a flight-hour based 
maintenance and repair agreement for these engines, improving the predictability of these expenses.  
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Nine Months Ended 

September 30,    
Year-over-Year  

Change     Cents per ASM  

(in millions; per ASM data in cents; 
percent changes based on unrounded 
numbers)  2014    2013    $    %    2014    2013    % Change  

Aircraft fuel and related taxes  $ 1,476    $ 1,433    $ 43    3.0    4.40    4.46    (1.3 )  

Salaries, wages and benefits  963    842    121    14.4    2.87    2.62    9.5  
Landing fees and other rents  248    231    17    7.5    0.74    0.72    2.8  
Depreciation and amortization  234    212    22    10.0    0.70    0.66    6.1  
Aircraft rent  93    97    (4 )   (3.8 )    0.28    0.30    (6.7 )  

Sales and marketing  182    163    19    11.5    0.54    0.51    5.9  
Maintenance materials and repairs  305    334    (29 )   (8.8 )    0.91    1.04    (12.5 )  

Other operating expenses  524    451    73    16.2    1.55    1.40    10.7  

Total operating expenses  $ 4,025    $ 3,763    $ 262    7.0  %   11.99    11.71    2.4  % 
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Other Operating Expenses  

Other operating expenses increased $73 million , or 16.2% for the nine months ended September 30, 2014 compared to 2013 or 10.7% on 
a per ASM basis.  Our capacity increase and number of destinations increasing from 79 at the end of September 2013 to 86 at September 30, 
2014 drove increases in related airport and customer costs.  The weather conditions in the first quarter of 2014 that impacted our revenue also 
resulted in increased costs such as aircraft de-icing and interrupted trip expenses for our customers and Crewmembers.  We rolled out our new 
uniforms in June 2014, the first since we started flying in 2000. We also recorded a gain on the sale of LiveTV's investment in the Airfone 
business in 2013.  The remainder of the increase is a result of higher contracted services and other individually insignificant items.  

 

The following table sets forth our operating statistics for the three and nine months ended September 30, 2014 and 2013 :  

__________________________  
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Three Months Ended 

September 30,    

Year-over-
Year  

Change     
Nine Months Ended September 

30,    

Year-over-
Year  

Change     

     2014    2013    %     2014    2013    %     

Operating Statistics:                                    

Revenue passengers (thousands)    8,579    8,059    6.4     24,091    23,112    4.2     

Revenue passenger miles (millions)    10,127    9,561    5.9     28,421    27,182    4.6     

Available seat miles (ASMs) (millions)    11,752    11,252    4.5     33,558    32,133    4.4     

Load factor    86.2 %   85.0 %   1.2  pts.  84.7 %   84.6 %   0.1  pts.  

Aircraft utilization (hours per day)    12.0    12.2    (1.4 )    11.9    12.1    (2.0 )    

                            

Average fare    $ 164.80    $ 164.02    0.5     $ 166.70    $ 161.37    3.3     

Yield per passenger mile (cents)    13.96    13.83    0.9     14.13    13.72    3.0     

Passenger revenue per ASM (cents)    12.03    11.75    2.4     11.97    11.61    3.1     

Operating revenue per ASM (cents)    13.00    12.82    1.4     13.02    12.68    2.7     

Operating expense per ASM (cents)    11.61    11.47    1.2     11.99    11.71    2.4     
Operating expense per ASM, excluding fuel 
(cents)    7.22    7.02    2.8     7.59    7.25    4.7     
Operating expense per ASM, excluding fuel & 
profit sharing (cents) (1)    7.13    6.95    2.6     7.56    7.23    4.6     

Airline operating expense per ASM (cents) (2)    11.61    11.33    2.5     11.88    11.57    2.7     

                            

Departures    77,205    74,206    4.0     220,274    211,701    4.0     

Average stage length (miles)    1,082    1,085    (0.2 )    1,088    1,088    —    
Average number of operating aircraft during 
period    197.4    187.1    5.5     194.8    183.5    6.1     
Average fuel cost per gallon, including fuel 
taxes    $ 3.05    $ 3.14    (2.7 )    $ 3.09    $ 3.16    (2.1 )    

Fuel gallons consumed (millions)    169    160    5.6     477    454    5.2     
Full-time equivalent employees at period end 
(2)                    13,225    12,124    9.1     

(1)  Refer to our “Regulation G Reconciliation” note below for more information on this non-GAAP measure. 

(2)  Excludes operating expenses and employees of LiveTV, LLC, which are unrelated to our airline operations and no longer part of JetBlue 
as of June 10, 2014.  
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Although we experienced revenue growth throughout 2013 as well as in the first three quarters of 2014 , this trend may not continue. We 
expect our expenses to continue to increase as we acquire additional aircraft, as our fleet ages and as we expand the frequency of flights in 
existing markets as well as enter into new markets. Accordingly, the comparison of the financial data for the quarterly periods presented may 
not be meaningful. In addition we expect our operating results to significantly fluctuate from quarter-to-quarter in the future as a result of 
various factors, many of which are outside of our control. Consequently we believe quarter-to-quarter comparisons of our operating results 
may not necessarily be meaningful; you should not rely on our results for any one quarter as an indication of our future performance.  

 

LIQUIDITY AND CAPITAL RESOURCES  

The airline business is capital intensive. Our ability to successfully execute our growth plans is largely dependent on the continued 
availability of capital on attractive terms. In addition, our ability to successfully operate our business depends on maintaining sufficient 
liquidity. We believe we have adequate resources from a combination of cash and cash equivalents, investment securities on hand and two 
available lines of credit. Additionally, as of September 30, 2014, we had 35 unencumbered aircraft and 35 unencumbered spare engines which 
we believe could be an additional source of liquidity, if necessary.  

We believe a healthy liquidity position is crucial to our ability to weather any part of the economic cycle while continuing to execute on 
our plans for profitable growth and increased returns. Our goal is to continue to be diligent with our liquidity, maintaining financial flexibility 
and allowing for prudent capital spending.  

At September 30, 2014 , we had unrestricted cash and cash equivalents of $449 million and short-term investments of $293 million 
compared to unrestricted cash and cash equivalents of $225 million and short-term investments of $402 million at December 31, 2013 . We 
believe our current level of unrestricted cash, cash equivalents and short-term investments of approximately 13% of trailing twelve months 
revenue, combined with our available lines of credit and portfolio of unencumbered assets provides us with a strong liquidity position and the 
potential for higher returns on cash deployment.  

Analysis of Cash Flows  

Operating Activities  

We rely primarily on operating cash flows to provide working capital for current and future operations. Cash flows from operating 
activities were $724 million and $565 million for the nine months ended September 30, 2014 and 2013 , respectively.  

Investing Activities  

During the nine months ended September 30, 2014 , capital expenditures related to our purchase of flight equipment included $99 million 
for flight equipment deposits, $134 million related to the purchase of three Airbus A321 aircraft, $27 million for spare part purchases, $70 
million in work-in-progress relating to flight equipment and $1 million relating to other activities. Capital expenditures also include the 
purchase of the Slots at Reagan National Airport for $75 million, other property and equipment including ground equipment purchases and 
facilities improvements for $171 million and LiveTV inflight entertainment equipment inventory for $20 million. Investing activities also 
include the proceeds from the sale of LiveTV for $393 million and the net proceeds of $95 million from investment securities.  

During the nine months ended September 30, 2013 , capital expenditures related to our purchase of flight equipment included $183 
million for nine aircraft, $13 million for flight equipment deposits and $28 million for spare part purchases. Capital expenditures for other 
property and equipment, including ground equipment purchases, facilities improvements and LiveTV inflight-entertainment equipment 
inventory were $131 million, which include $64 million in T5i Project related costs. Investing activities also include the net proceeds of $11 
million in investment securities.  

Financing Activities  

Financing activities for the nine months ended September 30, 2014 consisted of the scheduled repayment of $342 million relating to debt 
and capital lease obligations, $306 million of debt prepayment, our issuance of $342 million in fixed rate equipment notes secured by 18 
aircraft, the acquisition of $82 million in treasury shares, including $73 million related to our ASR, and the repayment of $10 million in 
principal related to our construction obligation for T5. In the future we may issue, in one or more offerings, debt securities, pass-through 
certificates, common stock, preferred stock and/or other securities.  

 
26  



Table of Contents  
 

Financing activities for the nine months ended September 30, 2013 consisted of scheduled maturities of $222 million of debt and capital 
lease obligations, the issuance of $210 million in fixed rate equipment notes secured by eight aircraft and the refunding of our Series 2005 
GOAA bonds with proceeds of $43 million from the issuance of new 2013 GOAA bonds. It further consisted of the repayment of $10 million 
in principal related to our construction obligation for T5 and the acquisition of $8 million in treasury shares related to our share repurchase 
program and the withholding of taxes upon the vesting of restricted stock units.  

Working Capital  

We had a working capital deficit of $700 million and $818 million at September 30, 2014 and December 31, 2013, respectively. Working 
capital deficits can be customary in the airline industry since air traffic liability is classified as a current liability. Our working capital deficit 
decreased by $118 million due to several factors including a decrease in the balance of current debt maturities as well as an overall increase in 
our cash balances. These were slightly offset by an increase in air traffic liability as a result of seasonal travel trends.  

We expect to meet our obligations as they become due through available cash, investment securities and internally generated funds, 
supplemented as necessary by financing activities which may be available to us. We expect to generate positive working capital through our 
operations. However, we cannot predict what the effect on our business might be from the extremely competitive environment we are operating 
in or from events beyond our control, such as volatile fuel prices, economic conditions, weather-related disruptions, the spread of infectious 
diseases, the impact of airline bankruptcies, restructurings or consolidations, U.S. military actions or acts of terrorism. We believe the working 
capital available to us will be sufficient to meet our cash requirements for at least the next 12 months.  

Our scheduled debt maturities are expected to increase over the next five years, with a scheduled peak in 2016 of $465 million . As part of 
our efforts to effectively manage our balance sheet and improve Return on Invested Capital, or ROIC, we expect to continue to actively manage 
our debt balances. Our approach to debt management includes managing the mix of fixed vs. floating rate debt, annual maturities of debt, and 
the weighted average cost of debt. We intend to continue to opportunistically pre-purchase outstanding debt when market conditions and terms 
are favorable as well as when excess liquidity is available. The proceeds from the sale of LiveTV were allocated to debt reduction and share 
buybacks which are ROIC accretive. Additionally, our unencumbered assets at September 30, 2014, including 35 aircraft and 35 engines, allow 
some flexibility in managing our cost of debt and capital requirements.  

Contractual Obligations  

Our noncancelable contractual obligations at September 30, 2014 , include the following (in millions):  

____________________________  

 

As of September 30, 2014 , we were in compliance with the covenants of our debt and lease agreements. We have approximately $33 
 million of restricted cash pledged under standby letters of credit related to certain leases that will expire at the end of the related lease terms.  

As of September 30, 2014 , we operated a fleet of nine Airbus A321 aircraft, 130 Airbus A320 aircraft and 60 EMBRAER 190 aircraft. 
Of our fleet, 133 were owned by us, 60 were leased under operating leases and six were leased under capital leases. As of September 30, 2014 , 
the average age of our operating fleet was 7.8 years and our firm aircraft order was as follows:  
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     Payments due in  

     Total    2014    2015    2016    2017    2018    Thereafter  

Debt and capital lease obligations (1)    $ 3,050    $ 160    $ 375    $ 555    $ 300    $ 295    $ 1,365  
Lease commitments    1,515    65    225    160    135    130    800  
Flight equipment purchase obligations    6,575    200    660    785    835    855    3,240  
Other obligations (2)    4,225    525    640    600    505    500    1,455  

Total    $ 15,365    $ 950    $ 1,900    $ 2,100    $ 1,775    $ 1,780    $ 6,860  

(1)  Includes actual interest and estimated interest for floating-rate debt based on September 30, 2014 rates. 

(2)  Amounts include noncancelable commitments for the purchase of goods and services. 
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Committed expenditures for our firm aircraft and spare engines include estimated amounts for contractual price escalations and 
predelivery deposits. We expect to meet our predelivery deposit requirements for our aircraft by paying cash or by using short-term borrowing 
facilities for deposits required six to 24 months prior to delivery. Any predelivery deposits paid by the issuance of notes are fully repaid at the 
time of delivery of the related aircraft.  

For the remainder of our firm aircraft deliveries in 2014 we anticipate paying cash. For deliveries after 2014, although we believe debt 
and/or lease financing should be available, we cannot give any assurance that we will be able to secure financing on attractive terms, if at all. 
While these financings may or may not result in an increase in liabilities on our balance sheet, our fixed costs will increase regardless of the 
financing method ultimately chosen. To the extent we cannot secure financing on terms we deem attractive, we may be required to pay in cash, 
further modify our aircraft acquisition plans or incur higher than anticipated financing costs.  

Capital expenditures for non-aircraft such as facility improvements, spare parts and aircraft improvements are expected to be 
approximately $70 million for the remainder of 2014 .  

Our Terminal at JFK, T5, is governed by a lease agreement we entered into with the PANYNJ in 2005.  We are responsible for making 
various payments under the lease which include ground rents for the terminal site and facility rents that are based on the number of passengers 
enplaned out of the terminal, subject to annual minimums.  In 2013 we amended this lease to include additional ground space for our 
international arrivals facility, T5i, which we are currently constructing and expect to open in late 2014. For financial reporting purposes, the T5 
project is being accounted for as a financing obligation, with the constructed asset and related liability being reflected on our balance sheets.  
The T5i project is being accounted for at cost. Minimum ground and facility rents for this terminal are included in the commitments table above 
as lease commitments and financing obligations.  

Off-Balance Sheet Arrangements  

None of our operating lease obligations are reflected on our balance sheet. Although some of our aircraft lease arrangements are with 
variable interest entities, as defined by the Consolidations topic of the Codification, none of them require consolidation in our financial 
statements. The decision to finance these aircraft through operating leases rather than through debt was based on an analysis of the cash flows 
and tax consequences of each financing alternative and a consideration of liquidity implications. We are responsible for all maintenance, 
insurance and other costs associated with operating these aircraft; however, we have not made any residual value or other guarantees to our 
lessors.  

We have determined that we hold a variable interest in, but are not the primary beneficiary of, certain pass-through trusts. The 
beneficiaries of these pass-through trusts are the purchasers of equipment notes issued by us to finance the acquisition of aircraft. They 
maintain liquidity facilities whereby a third party agrees to make payments sufficient to pay up to 18 months of interest on the applicable 
certificates if a payment default occurs.  

We have also made certain guarantees and indemnities to other unrelated parties that are not reflected on our balance sheet, which we 
believe will not have a significant impact on our results of operations, financial condition or cash flows. We have no other off-balance sheet 
arrangements.  

 
28  

     Firm  

Year    
Airbus  
A320    

Airbus  
A320 neo    

Airbus  
A321    

Airbus A321 
neo    

EMBRAER  
190    Total  

                          

2014    —   —   4    —   —   4  
2015    —   —   12    —   —   12  
2016    3    —   12    —   —   15  
2017    —   —   15    —   —   15  
2018    —   5    1    9    —   15  
2019    —   —   —   15    —   15  
2020    —   9    —   6    10    25  
2021    —   16    —   —   7    23  
2022    —   —   —   —   7    7  

     3    30    44    30    24    131  
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Critical Accounting Policies and Estimates  

There have been no material changes to our critical accounting policies and estimates from the information provided in Item 7. 
Management’s Discussion and Analysis of Financial Condition and Results of Operations-Critical Accounting Policies and Estimates included 
in our 2013 Form 10-K. In 2013, we changed the remaining useful lives of certain long-lived assets which did not result in material changes to 
depreciation and amortization expense.  

Forward-Looking Information  

This Report contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995, Section 27A 
of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the 
Exchange Act, which represent our management's beliefs and assumptions concerning future events. When used in this document and in 
documents incorporated herein by reference, the words “expects,” “plans,” “anticipates,” “indicates,” “believes,” “forecast,” “guidance,” 
“outlook,” “may,” “will,” “should,” “seeks,” “targets” and similar expressions are intended to identify forward-looking statements. Forward-
looking statements involve risks, uncertainties and assumptions, and are based on information currently available to us. Actual results may 
differ materially from those expressed in the forward-looking statements due to many factors, including, without limitation, our extremely 
competitive industry; volatility in financial and credit markets which could affect our ability to obtain debt and/or lease financing or to raise 
funds through debt or equity issuances; increases and volatility in fuel prices, maintenance costs and interest rates; our ability to implement our 
growth strategy; our significant fixed obligations and substantial indebtedness; our ability to attract and retain qualified personnel and maintain 
our culture as we grow; our reliance on high daily aircraft utilization; our dependence on the New York metropolitan market and the effect of 
increased congestion in this market; our reliance on automated systems and technology; our being subject to potential unionization with our 
other work groups, work stoppages, slowdowns or increased labor costs; our reliance on a limited number of suppliers; our presence in some 
international emerging markets that may experience political or economic instability or may subject us to legal risk; reputational and business 
risk from information security breaches; changes in or additional government regulation; changes in our industry due to other airlines' financial 
condition; a continuance of the economic recessionary conditions in the U.S. or a further economic downturn leading to a continuing or 
accelerated decrease in demand for domestic and business air travel; and external geopolitical events and conditions. It is routine for our 
internal projections and expectations to change as the year or each quarter in the year progresses, and therefore it should be clearly understood 
that the internal projections, beliefs and assumptions upon which we base our expectations may change prior to the end of each quarter or year. 
Although these expectations may change, we may not inform you if they do.  

Given the risks and uncertainties surrounding forward-looking statements, you should not place undue reliance on these statements. You 
should understand that many important factors, in addition to those discussed or incorporated by reference in this Report, could cause our 
results to differ materially from those expressed in the forward-looking statements. Potential factors that could affect our results include, in 
addition to others not described in this Report, those described in Item 1A of our 2013 Form 10-K under "Risks Related to JetBlue" and "Risks 
Associated with the Airline Industry" and part II of this Report. In light of these risks and uncertainties, the forward-looking events discussed in 
this Report might not occur.  

Where You Can Find Other Information  

Our website is www.jetblue.com . Information contained on our website is not part of this Report. Information we furnish or file with the 
SEC, including our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and any amendments to or 
exhibits included in these reports are available for download, free of charge, on our website soon after such reports are filed with or furnished 
to the SEC. Our SEC filings, including exhibits filed therewith, are also available at the SEC’s website at www.sec.gov . You may obtain and 
copy any document we furnish or file with the SEC at the SEC’s public reference room at 100 F Street, NE, Room 1580, Washington, D.C. 
20549. You may obtain information on the operation of the SEC’s public reference facilities by calling the SEC at 1-800-SEC-0330. You may 
request copies of these documents, upon payment of a duplicating fee, by writing to the SEC at its principal office at 100 F Street, NE, Room 
1580, Washington, D.C. 20549.  
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Regulation G Reconciliation  

Consolidated operating cost per available seat mile, excluding fuel and profit sharing, or CASM ex-fuel and profit sharing, is a non-
GAAP financial measure that we use as a measure of our performance.   

 CASM is a common metric used in the airline industry.  We exclude aircraft fuel and related taxes and profit sharing from operating cost 
per available seat mile to determine CASM ex-fuel and profit sharing. We believe that CASM ex-fuel and profit sharing provides investors the 
ability to measure financial performance excluding items beyond our control, such as (i) fuel costs, which are subject to many economic and 
political factors beyond our control, and (ii) profit sharing, which is sensitive to volatility in earnings.  We believe this measure is more 
indicative of our ability to manage costs and is more comparable to measures reported by other major airlines.  We are unable to reconcile 
projected CASM ex-fuel and profit sharing as the nature or amount of excluded items are only estimated at this time.  

We believe this non-GAAP measure provides a meaningful comparison of our results to others in the airline industry and our prior year 
results.  Investors should consider this non-GAAP financial measure in addition to, and not as a substitute for, our financial performance 
measures prepared in accordance with GAAP.  Further, our non-GAAP information may be different from the non-GAAP information 
provided by other companies.  
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RECONCILIATION OF OPERATING EXPENSE PER ASM, EXCLUD ING FUEL AND PROFIT SHARING    

(dollars in millions, per ASM data in cents)    

(unaudited)    

     Three Months Ended September 30,    Nine Months Ended September 30,    

     2014    2013    2014    2013    

     $    per ASM    $    per ASM    $    per ASM    $    per ASM    

Total operating expenses    $ 1,365    11.61    $ 1,290    11.47    $ 4,025    11.99    $ 3,763    11.71    

Less: Aircraft fuel and 
related taxes    515    4.39    501    4.45    1,476    4.40    1,433    4.46    

Operating expenses, 
excluding fuel    850    7.22    789    7.02    2,549    7.59    2,330    7.25    

Less: Profit sharing    11    0.09    7    0.07    11    0.03    7    0.02    

Operating expense, 
excluding fuel and 
profit sharing    $ 839    7.13    $ 782    6.95    $ 2,538    7.56    $ 2,323    7.23    
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK  

There have been no material changes in market risks from the information provided in Item 7A. Quantitative and Qualitative Disclosures 
About Market Risk included in our 2013 Form 10-K, except as follows:  

Aircraft Fuel  

Our results of operations are affected by changes in the price and availability of aircraft fuel. Market risk is estimated as a hypothetical 
10% increase in the September 30, 2014 cost per gallon of fuel. Based on projected fuel consumption for the next 12 months, including the 
impact of our hedging position, such an increase would result in an increase to aircraft fuel expense of approximately $207 million. This is 
compared to an estimated $203 million measured as of September 30, 2013 . As of September 30, 2014 , we had hedged approximately 27% of 
our projected 2014 fuel requirements. All hedge contracts existing at September 30, 2014 settle by December 31, 2015. The financial derivative 
instrument agreements we have with our counterparties may require us to fund all, or a portion of, outstanding loss positions related to these 
contracts prior to their scheduled maturities. The amount of collateral posted, if any, is periodically adjusted based on the fair value of the 
hedge contracts. Refer to Note 8 in our unaudited condensed consolidated financial statements, included in Part I, Item 1 of this Quarterly 
Report on Form 10-Q, for additional information.  

Interest  

Our earnings are affected by changes in interest rates due to the impact those changes have on interest expense from variable-rate debt 
instruments and on interest income generated from our cash and investment balances. The interest rate is fixed for $1.8 billion of our debt and 
capital lease obligations, with the remaining $0.5 billion having floating interest rates. As of September 30, 2014 , if interest rates were on 
average 100 basis points higher in 2014 than they were during 2013 , our annual interest expense would increase by approximately $7 million. 
This is determined by considering the impact of the hypothetical change in interest rates on our variable rate debt.  

If interest rates were to average 10% lower in 2014 than they did during 2013 , our interest income from cash and investment balances 
would remain relatively constant. These amounts are determined by considering the impact of the hypothetical interest rates on our cash 
equivalents and investment securities balances at September 30, 2014 and December 31, 2013 .  

Fixed Rate Debt  

On September 30, 2014 , our $230 million aggregate principal amount of convertible debt had an estimated fair value of $521 million, 
based on quoted market prices.  
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ITEM 4. CONTROLS AND PROCEDURES  

Evaluation of Disclosure Controls and Procedures  

We maintain disclosure controls and procedures (as defined in Rule 13a-15(e) and Rule 15d-15(e) under the Exchange Act) that are 
designed to ensure that information required to be disclosed by us in reports that we file under the Exchange Act is recorded, processed, 
summarized and reported within the time periods specified in the SEC’s rules and forms and that such information required to be disclosed by 
us in reports that we file under the Exchange Act is accumulated and communicated to our management, including our Chief Executive Officer, 
or CEO, and our Chief Financial Officer, or CFO, to allow timely decisions regarding required disclosure.  Management, with the participation 
of our CEO and CFO, performed an evaluation of the effectiveness of our disclosure controls and procedures as of September 30, 2014 . Based 
on that evaluation, our CEO and CFO concluded that our disclosure controls and procedures were effective as of September 30, 2014 .  

Changes in Internal Control Over Financial Reporting  

There were no changes in the Company’s internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the 
Exchange Act) identified in connection with the evaluation of our controls performed during the fiscal quarter ended September 30, 2014 , that 
have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.  

 

 
32  



Table of Contents  
 
PART II. OTHER INFORMATION  
 
ITEM 1. LEGAL PROCEEDINGS  

In the ordinary course of our business we are party to various legal proceedings and claims which we believe are incidental to the 
operation of our business. Refer to Note 7 in our unaudited condensed consolidated financial statements included in Part I, Item 1 of this 
Quarterly Report on Form 10-Q for additional information.  

 

Item 1A. RISK FACTORS  

Item 1A Risk Factors contained in our Annual Report on Form 10-K for the year ended December 31, 2013 , or our 2013 Form 10-K, in 
our Quarterly Report on Form 10-Q for the quarter ended March 31, 2014, or our first quarter 2014 Form 10-Q, and in our Quarterly Report on 
Form 10-Q for the quarter ended June 30, 2014, or our second quarter 2014 Form 10-Q, includes a discussion of our risk factors. There have 
been no significant changes from the risk factors described in our 2013 Form 10-K and in our first and second quarter 2014 Form 10-Q's.  

 

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND  USE OF PROCEEDS  

In September 2012, the Board of Directors authorized a five year share repurchase program of up to 25 million shares under which we 
have repurchased a total of 11.7 million shares of our common stock for approximately $99 million at an average price of $8.49 per share as of 
the filing of this Report. In March 2014, JetBlue continued with its previously announced share repurchase program, repurchasing 1.6 million 
shares of common stock on the open market structured pursuant to Rule 10b5-1 under the Exchange Act. This repurchase plan was terminated 
on May 28, 2014. On May 29, 2014, JetBlue announced that it entered into an accelerated share repurchase agreement, or ASR, with JP 
Morgan paying $60 million for approximately 5.1 million shares. On September 9, 2014, the term of the ASR concluded with JP Morgan 
delivering approximately 0.4 million more shares to JetBlue resulting in a total of approximately 5.5 million shares repurchased under this 
agreement. The total number of shares purchased under the ASR was based upon the volume weighted average prices of JetBlue's common 
stock during the term of the ASR. We may adjust or change our share repurchase practices based on market conditions and other alternatives.  

During the third quarter of 2014 the following shares were repurchased under the program: 

(1) On September 9, 2014, the ASR settled. The total number of shares purchased under the ASR was 5,502,669 with an average price paid per 
share of $10.90.  
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Period    

Total number 
of shares 

purchased     

Average 
price paid 
per share     

Total number of 
shares purchased 
as part of publicly 

announced 
programs    

Maximum number of 
shares that may yet to be 

purchased under the 
programs  

September 2014    423,304     $ — (1)  423,304       

Total    423,304     $ —    423,304    13,314,886  
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ITEM 5. OTHER INFORMATION  

Iran Sanctions Disclosure  

Pursuant to Section 13(r) of the Securities Exchange Act of 1934, or the Exchange Act, if during the period covered by this Report, 
JetBlue or any of its affiliates have engaged in certain transactions with Iran or with persons or entities designated under certain executive 
orders, JetBlue would be required to disclose information regarding such transactions in our Annual Report as required under Section 219 of 
the Iran Threat Reduction and Syria Human Rights Act of 2012, or ITRA. During the third quarter of 2014, JetBlue did not engage in any 
reportable transactions with Iran or with persons or entities related to Iran.  

Deutsche Lufthansa AG, or Lufthansa, is a stockholder of approximately 16% of JetBlue's outstanding shares of common stock and has two 
representatives on our Board of Directors. Accordingly, it may be deemed an “affiliate” of JetBlue, as the term is defined in Exchange Act Rule 
12b-2. In response to our inquiries, Lufthansa has informed us it does not engage in transactions that would be disclosable under ITRA Section 
219. However, Lufthansa informed us it does provide air transportation services from Frankfurt, Germany to Tehran, Iran pursuant to Air 
Transport Agreements between the respective governments. Accordingly, Lufthansa may have agreements in place to support such air 
transportation services with the appropriate agencies or entities, such as landing or overflight fees, handling fees or technical/refueling fees. In 
addition, there may be additional civil aviation related dealings with Iran Air as part of typical airline to airline interactions. In response to our 
inquiry, Lufthansa did not specify the total revenue it receives in connection with the foregoing transactions, but confirmed the transactions are 
not prohibited under any applicable laws.  

 

ITEM 6. EXHIBITS  

Exhibits: See accompanying Exhibit Index included after the signature page of this Report for a list of the exhibits filed or furnished with 
this Report.  
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SIGNATURE  
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf 

by the undersigned thereunto duly authorized.  
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         JETBLUE AIRWAYS CORPORATION  

         (Registrant)     

Date: October 31, 2014    By:    /s/ MARK D. POWERS     

            
Executive Vice President and Chief Financial Officer (on behalf of the 
Registrant and in his capacity as Principal Financial and Accounting Officer)   
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† Management contract or compensatory plan or arrangement  
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Exhibit  
Number     Exhibit  

      

10.1     Form of Performance Share Unit Award Agreement as amended†  

      

12.1     Computation of Ratio of Earnings to Fixed Charges.  

         

31.1     Rule 13a-14(a)/15d-14(a) Certification of the Chief Executive Officer.  

         

31.2     Rule 13a-14(a)/15d-14(a) Certification of the Chief Financial Officer.  

      

32     Certification Pursuant to Section 1350, furnished herewith.  

      

101.INS     XBRL Instance Document  

         

101.SCH     XBRL Taxonomy Extension Schema Document  

         

101.CAL     XBRL Taxonomy Extension Calculation Linkbase Document  

         

101.DEF     XBRL Taxonomy Extension Definition Linkbase Document  

      

101.LAB     XBRL Taxonomy Extension Labels Linkbase Document  

         

101.PRE     XBRL Taxonomy Extension Presentation Linkbase Document  



 
 
 
 

JETBLUE AIRWAYS CORPORATION  

2011 INCENTIVE COMPENSATION PLAN  

Notice of Performance Share Unit Grant  

Participant:           

Company:          JetBlue Airways Corporation  

Grant:              Grant Date :  

Number of Performance Share Units :  

 
 
Acknowledgement  

 
 

Notice:  You have been granted the following Performance Share Units in accordance with the terms of this notice, the 
Performance Share Unit Award Agreement attached hereto as Attachment A (such notice and agreement, 
collectively, this “ Agreement ”) and the Plan identified below.  

Type of Award:  Other Stock-Based Awards, referred to herein as “ Performance Share Units ”. A Performance Share Unit is an 
unfunded and unsecured obligation of the Company to deliver up to one and one-half (1½) Shares or the cash 
equivalent thereof, as determined in accordance with this Agreement and subject to the terms and conditions of this 
Agreement and those of the Plan. One-half (½) of the Performance Share Units are “ ROIC Performance Share Units 
” and one-half (½) of the Performance Share Units are “ [*] CASM Performance Share Units .”  

Plan:  JetBlue Airways Corporation 2011 Incentive Compensation Plan. 

and Agreement:  The undersigned Participant acknowledges receipt of, and understands and agrees to, the terms and conditions of 
this Agreement and the Plan.  



 
 

Attachment A 

 

JETBLUE AIRWAYS CORPORATION  

2011 INCENTIVE COMPENSATION PLAN  

Performance Share Unit Award Agreement  

 
This Performance Share Unit Award Agreement, dated as of the Grant Date set forth in the Notice of Performance 

Share Unit Grant to which this Performance Share Unit Award Agreement is attached (the “ Grant Notice ”), is made between JetBlue Airways 
Corporation and the Participant set forth in the Grant Notice. The Grant Notice is included in and made part of this Performance Share Unit 
Award Agreement.  

1. Definitions . Capitalized terms used but not defined herein have the meaning set forth in the Plan. For 
purposes of this Agreement, the following terms have the following meanings:  

(a) “ Adjusted Operating Income ” means, with respect to a calendar year, (i) the sum of: (A) 
Operating income, (B) Interest income and other (in each case, as determined based on the Company’s audited Consolidated 
Statement of Operations for such year) and (C) Interest Related to 7 times Aircraft Rent for such year, minus (ii) the product of (A) the 
Effective Tax Rate for such year, multiplied by (B) the sum described in clause (i) above.  

(b) “ Airline ” means [*].  
(c) “ Annual ROIC ” means, with respect to a calendar year, (i) Adjusted Operating Income for such year, 

divided by (ii) Average Invested Capital for such year.  
(d) “ Average Invested Capital ” means, with respect to a calendar year, (i) the sum of Year End Invested 

Capital for such year, plus Year End Invested Capital for the calendar year that immediately precedes such calendar year, divided by (ii) 2.  
(e) “ [*] SLA Ex-Fuel CASM ” means (i) the sum of the [*]SLA Ex-Fuel CASM for each of 2014, 2015 and 

2016, divided by (ii) 3.  
(f) “ Disability ” means long-term disability within the meaning of the Company’s long-term disability plan 

in which the Participant then participates, or, if there is no such plan, as determined by the Committee in good faith.  
(g) “ Earned Performance Share Units ” means the total of (i) the Earned ROIC Performance Share Units 

and (ii) the Earned [*] CASM Performance Share Units.  
(h) “ Earned [*] CASM Percentage ” means the percentage determined in accordance with the following 

schedule based on the [*] SLA Ex-Fuel CASM, with the Earned [*] CASM Percentage for any [*] SLA Ex-Fuel CASM between the levels set 
forth in such schedule determined by linear interpolation:  
 

 
(i) “ Earned [*]CASM Performance Share Units ” means the product of (i) the Earned [*] CASM 

Percentage, multiplied by (ii) the number of [*]CASM Performance Share Units set forth in the Grant Notice.  
 

(j) “ Earned ROIC Percentage ” means the percentage determined in accordance with the following 
schedule based on the ROIC, with the Earned ROIC Percentage for any ROIC between the levels set forth in such schedule determined by 
linear interpolation:  

 
 

   [*]SLA Ex-Fuel CASM  Earned [*]CASM Percentage  
Maximum  [*]  [*]  

Target  [*]  [*]  

Minimum  [*]  [*]  

Below Minimum  [*]  [*]  

   ROIC  Earned ROIC Percentage  
Maximum  [*]  [*]  

Target  [*]  [*]  

Minimum  [*]  [*]  

Below Minimum  [*]  [*]  



 
 

 

(k) “ Earned ROIC Performance Share Units ” means the product of (i) the Earned ROIC 
Percentage, multiplied by (ii) the number of ROIC Performance Share Units set forth in the Grant Notice.  

 

(l) “ Effective Tax Rate ” means, with respect to a calendar year and determined based on the 
Company’s audited Consolidated Statement of Operations for such year, (i) Income tax expense divided by (ii) Income before income 
taxes.  

 
(m) “ Interest Related to 7 Times Aircraft Rent ” means, with respect to a calendar year, the 

product of (i) 7 Times Aircraft Rent for such year, multiplied by (ii) 7.5%.  
 
(n) “[*] SLA Ex -Fuel CASM ” means, [*].  
 
(o) “ Retirement ” means voluntary Termination of Service by the Participant on or after the date 

on which the sum of the Participant’s age and years of service as an employee of the Company and/or any Affiliate is at least sixty-
five (65); provided , however , that the Participant has both (i) attained the age of 55, and (ii) completed ten (10) years of service as an 
employee of the Company and/or any Affiliate.  
 

(p) “ Return on Invested Capital ” or “ ROIC ” means (i) the sum of Annual ROIC for calendar 
years 2014, 2015 and 2016, divided by (ii) 3.  
 

(q) “ 7 Times Aircraft Rent ” means, with respect to a calendar year and determined based on the 
Company’s audited Consolidated Statement of Operations for such year, the product of (i) Aircraft rent, multiplied by (ii) 7.  
 

(r) “ [*] SLA Ex-Fuel CASM ” means, [*].  
 

(s) “ SLA Ex-Fuel CASM ” means, [*], “stage length adjusted cost per available seat mile, 
excluding fuel,” determined in accordance with the following formula: [*]  

 

(t) “ Year End Invested Capital ” means, with respect to a calendar year, the sum of: (i) Total 
stockholders’ equity, (ii) Long-term debt and capital lease obligations, (iii) Short-term borrowings, (iv) Current maturities of long-
term debt and capital leases (in each case determined based on the Company’s audited consolidated financial statements for such year) 
and (v) 7 Times Aircraft Rent for such year.  

 
2. Grant of Performance Share Units . Subject to the provisions of this Agreement and the provisions of the 

Plan, the Company hereby grants to the Participant, pursuant to the Plan, the number of Performance Share Units, comprised of ROIC 
Performance Share Units and [*] CASM Performance Share Units, set forth in the Grant Notice.  
 

3. Earned Performance Share Units .  
(a) Earned ROIC Performance Share Units . The ROIC Performance Share Units shall become Earned 

ROIC Performance Share Units in accordance with the provisions, and subject to the conditions, set forth in this Agreement. 
Following issuance of the Company’s audited financial statements for calendar year 2016, the Committee shall determine and certify 
in writing the ROIC attained, the Earned ROIC Percentage and the number of Earned ROIC Performance Share Units.  

(b) Earned [*] CASM Performance Share Units . The [*] CASM Performance Share Units shall become 
Earned [*] CASM Performance Share Units in accordance with the provisions, and subject to the conditions, set forth in this 
Agreement. Following issuance of the Company’s audited financial statements for calendar year 2016, the Committee shall determine 
and certify in writing the [*] SLA Ex-Fuel CASM attained, the Earned [*] CASM Percentage and the number of Earned [*] CASM 
Performance Share Units.  

(c) Failure to Become Earned Performance Share Units . To the extent that the Performance Share Units 
do not become Earned Performance Share Units pursuant to this Section 3, such Performance Share Units shall be forfeited.  

(d) Modification of Performance Goals. The Committee shall, to the extent the exercise of such authority at 
such time would not cause the Performance Compensation Awards granted to any Participant for such Performance Period to fail to 
qualify as “qualified performance-based compensation” under Section 162(m) of the Code,  

 
 



 
 

adjust or modify the calculation of a Performance Goal for such Performance Period, based on and in order to appropriately reflect the 
following events: (i) litigation or claim judgments or settlements; (ii) the effect of changes in tax laws, accounting principles, or other 
laws or regulatory rules affecting reported results; (iii) any significant domestic aviation-related terrorist incident or other safety event 
and/or (iv) acquisitions, mergers, divestitures or discontinued operations.  

(e) Termination of Service. Upon the Participant’s Termination of Service under any circumstances, any 
Performance Share Units that have not been settled in accordance with Section 4 hereof prior to the date of such Termination of 
Service shall be immediately and unconditionally forfeited, without any action required by the Participant or the Company, except as 
follows:  

(i)     Disability, Death, Retirement . Upon Termination of Service due to the Participant’s (A) Disability, (B) death or (C) 
Retirement, the Performance Share Units shall be eligible to become Earned Performance Share Units, and any Earned Performance 
Share Units shall be distributed in Shares or paid in cash, subject to the same terms and conditions had the Participant not incurred 
such Termination of Service, provided that such distribution or payment shall be pro-rated based on the number of complete calendar 
months that have elapsed from the Grant Date through the date of such Termination of Service.  

(ii)     Termination of Service by Participant Before Retirement Eligible or by Company Without Cause . Upon Termination 
of Service (A) by the Participant before he or she is eligible for Retirement or (B) by the Company for reasons other than Cause (in 
each case, other than as described in Section 3(e)(i)), the Committee, in its sole discretion, may (but is not obligated to) determine that 
the Performance Share Units (in whole or in part) shall be eligible to become Earned Performance Share Units, and any Earned 
Performance Share Units shall be distributed in Shares or paid in cash subject to the same terms and conditions had the Participant not 
incurred such Termination of Service, provided that such distribution or payment shall be pro-rated based on the number of complete 
calendar months that have elapsed from the Grant Date through the date of such Termination of Service.  

(iii)      [*] Acceleration . [*]  

4. Settlement of Earned Performance Share Units . During calendar year 2017, as soon as reasonably 
practicable following completion of all determinations and certifications contemplated by Section 3, but in no event later than such 
date required to comply with the short-term deferral exception under Treasury Regulations Section 1.409A-1(b)(4), or any successor 
regulation, subject to satisfaction of applicable tax withholding obligations in accordance with Section 6, the Company shall cause to 
be delivered to the Participant, without charge, one Share for each such Earned Performance Share Unit; provided , however , that the 
Committee may, in its discretion, elect to cause the payment of cash, or part cash and part Shares, in lieu of delivering only Shares in 
respect of such Earned Performance Share Units. If a cash payment is made in lieu of delivering Shares, the amount of such payment 
shall be equal to the Fair Market Value of such Shares as of the trading date immediately prior to the date of such payment, less 
applicable taxes in accordance with Section 6. Notwithstanding the foregoing provisions of this Section 4 to the contrary, if at the time 
of the Participant’s separation from service, the Participant is a “specified employee” within the meaning of Code Section 409A, any 
delivery of Shares or payment hereunder that constitutes a “deferral of compensation” under Code Section 409A and that would 
otherwise become due on account of such separation from service shall be delayed, and such Shares or payment shall be delivered or 
made in full upon the earlier to occur of (a) a date during the thirty-day period commencing six months and one day following such 
separation from service and (b) the date of the Participant’s death.  
 

5. Change in Control . Notwithstanding Sections 3 and 4, in the event a Change in Control occurs prior to 
December 31, 2016, provided that the Participant has not incurred a Termination of Service prior to the date of such Change in 
Control, any then outstanding Performance Share Units shall become Earned Performance Share Units as if the Earned [*] CASM 
Percentage and the Earned ROIC Percentage were each attained at the “target” level, and such Earned Performance Share Units shall 
be paid in cash on, or within five (5) business days after, the date of such Change in Control, based on the Change in Control Price; 
provided , however , that if such Change in Control does not constitute a “change in control event,” within the meaning of Treasury 
Regulations Section 1.409A-3(i)(5), then any amounts payable under this Section 5 that constitute a “deferral of compensation” under 
Code Section 409A shall be made at the time specified in Section 4 as if such Change in Control had not occurred.  

 

6. Taxes . Delivery of the Shares underlying the Earned Performance Share Units upon settlement is subject 
to the Participant satisfying all applicable federal, state, local and foreign taxes (including the Participant’s FICA obligation). The 
Company shall have the power and the right to (i) deduct or withhold from any Shares or amounts of cash otherwise deliverable or 
payable to the Participant pursuant to the Earned Performance Share Units or otherwise (provided, however, that the amount of any 
Shares so withheld shall not exceed the amount necessary to satisfy required Federal, state, local and non-United States withholding 
obligations using the minimum statutory withholding rates for  

 
 



 
 

Federal, state, local and/or non-United States tax purposes, including payroll taxes, that are applicable to supplemental taxable 
income), or (ii) require the Participant to remit to the Company, an amount in cash, in each case, sufficient to satisfy all such 
applicable taxes, pursuant to any procedures, and subject to any limitations as the Committee may prescribe and subject to applicable 
law, based on the Fair Market Value of the Shares on the payment date, as applicable. The Company or an Affiliate may, in the 
discretion of the Committee, provide for alternative arrangements to satisfy applicable tax withholding requirements in accordance 
with Section 17 of the Plan. Regardless of any action the Company or any Affiliate takes with respect to any or all tax withholding 
obligations, the Participant acknowledges that the ultimate liability for all such taxes is and remains the Participant’s responsibility.  

 

7. No Rights as a Shareholder Prior to Issuance of Shares . Neither the Participant nor any other person 
shall become the beneficial owner of the Shares underlying the Performance Share Units, nor have any rights to dividends or other 
rights as a shareholder with respect to any such Shares, until and after such Shares, if any, have been actually issued to the Participant 
and transferred on the books and records of the Company or its agent in accordance with the terms of the Plan and this Agreement.  
 

8. Transferability . The Performance Share Units shall not be transferable otherwise than by will or the laws 
of descent and distribution; provided , however , that the Committee may, in its discretion, permit the Performance Share Units to be 
transferred in accordance with the Plan, subject to such conditions and limitations as the Committee may impose.  

 
9. No Right to Continued Employment . Neither the Performance Share Units nor any terms contained in 

this Agreement shall confer upon the Participant any rights or claims except in accordance with the express provisions of the Plan and 
this Agreement, and shall not give the Participant any express or implied right to be retained in the employment or service of the 
Company or any Affiliate for any period or in any particular position or at any particular rate of compensation, nor restrict in any way 
the right of the Company or any Affiliate, which right is hereby expressly reserved, to modify or terminate the Participant’s 
employment or service at any time for any reason. The Participant acknowledges and agrees that any right to Earned Performance 
Share Units shall may be earned only by continuing as an employee of the Company or an Affiliate at the will of the Company or such 
Affiliate and satisfaction of other applicable terms and conditions contained in the Plan and this Agreement, and not through the act of 
being hired or being granted the Performance Share Units hereunder.  

 
10. The Plan; Entire Agreement . By accepting any benefit under this Agreement, the Participant and any 

person claiming under or through the Participant shall be conclusively deemed to have indicated his or her acceptance and ratification 
of, and consent to, all of the terms and conditions of the Plan and this Agreement and any action taken under the Plan by the Board, 
the Committee or the Company, in any case in accordance with the terms and conditions of the Plan. This Agreement is subject to all 
the terms, provisions and conditions of the Plan, which are incorporated herein by reference, and to such rules, policies and regulations 
as may from time to time be adopted by the Committee. This Agreement and the Plan contain the entire agreement of the parties 
relating to the matters contained herein and supersede all prior agreements and understandings, oral or written, between the parties 
with respect to the subject matter hereof. In the event of any conflict between the provisions of the Plan and this Agreement, the 
provisions of the Plan shall control, and this Agreement shall be deemed to be modified accordingly. The Plan and the prospectus 
describing the Plan can be found on the Company’s HR intranet. A paper copy of the Plan and the prospectus shall be provided to the 
Participant upon the Participant’s written request to the Company at the address set forth in Section 13 hereof.  

 

11. Compliance with Laws and Regulations .  
(a)      The Performance Share Units and the obligation of the Company to deliver any Shares hereunder shall be 

subject in all respects to (i) all applicable Federal and state laws, rules and regulations; and (ii) any registration, qualification, approvals or 
other requirements imposed by any government or regulatory agency or body which the Committee shall, in its discretion, determine to be 
necessary or applicable. Moreover, the Company shall not deliver any certificates or other indicia of ownership for Shares to the Participant or 
any other person pursuant to this Agreement if doing so would be contrary to applicable law. If at any time the Company determines, in its 
discretion, that the listing, registration or qualification of Shares upon any national securities exchange or under any state or federal law, or the 
consent or approval of any governmental regulatory body, is necessary or desirable, the Company shall not be required to deliver any 
certificates or other indicia of ownership for Shares to the Participant or any other person pursuant to this Agreement unless and until such 
listing, registration, qualification, consent or approval has been effected or obtained, or otherwise provided for, free of any conditions not 
acceptable to the Company.  

 
 



 
 

(b)      It is intended that any Shares hereunder shall have been registered under the Securities Act. If the Participant 
is an “affiliate” of the Company, as that term is defined in Rule 144 under the Securities Act (“ Rule 144 ”), the Participant may not sell such 
Shares received except in compliance with Rule 144. Certificates representing Shares issued to an “affiliate” of the Company may bear a 
legend setting forth such restrictions on the disposition or transfer of the Shares as the Company deems appropriate to comply with federal and 
state securities laws.  

(c)      If at any time the Shares are not registered under the Securities Act, and/or there is no current prospectus in 
effect under the Securities Act with respect to the Shares, the Participant shall execute, prior to the delivery of any Shares to the Participant by 
the Company pursuant to this Agreement, an agreement (in such form as the Company may specify) in which the Participant represents and 
warrants that the Participant is acquiring the Shares acquired under this Agreement for the Participant's own account, for investment only and 
not with a view to the resale or distribution thereof, and represents and agrees that any subsequent offer for sale or distribution of any kind of 
such Shares shall be made only pursuant to either (i) a registration statement on an appropriate form under the Securities Act, which 
registration statement has become effective and is current with regard to the Shares being offered or sold; or (ii) a specific exemption from the 
registration requirements of the Securities Act, but in claiming such exemption the Participant shall, prior to any offer for sale of such Shares, 
obtain a prior favorable written opinion, in form and substance satisfactory to the Company, from counsel for or approved by the Company, as 
to the applicability of such exemption thereto.  

12. Recoupment Policy . The Participant acknowledges that the incentive compensation covered by this 
Award Agreement and the Performance Share Units granted hereunder are subject to Sections 20 and 21 of the Plan, including the 
Company’s recoupment policy, as may be amended or superseded from time to time by the Board or the Committee or otherwise in 
response to changes in applicable laws, rules or regulations.  
 

13. Notices . All notices by the Participant or the Participant’s successors or permitted assigns shall be 
addressed to JetBlue Airways Corporation, 27-01 Queens Plaza North, Long Island City, New York 11101, Attention: General Counsel, or 
such other address as the Company may from time to time specify. All notices to the Participant shall be addressed to the Participant at the 
Participant’s address in the Company's records.  

 
14. Other Plans . The Participant acknowledges that any income derived from the Earned Performance 

Share Units shall not affect the Participant’s participation in, or benefits under, any other benefit plan or other contract or arrangement 
maintained by the Company or any Affiliate.  

 
15. Section 409A . This Agreement and any payment or delivery of Shares under this Agreement are 

intended to be exempt from or to comply with Section 409A of the Code and shall be administered and construed in accordance with such 
intent. In furtherance, and not in limitation, of the foregoing: (a) in no event may the Participant designate, directly or indirectly, the calendar 
year of any payment or delivery of Shares to be made hereunder; and (b) notwithstanding any other provision of this Agreement to the contrary, 
a Termination of Service hereunder shall mean and be interpreted consistent with a “separation from service” within the meaning of Code 
Section 409A with respect to any payment or delivery of Shares hereunder that constitutes a “deferral of compensation” under Code Section 
409A that becomes due on account of such separation from service.  
 

16. Electronic Delivery And Signatures . The Company may, in its sole discretion, decide to deliver any 
documents related to the Performance Share Units, this Agreement or to participation in the Plan or to future grants that may be made under the 
Plan by electronic means or to request the Participant's consent to participate in the Plan by electronic means. The Participant hereby consents 
to receive such documents by electronic delivery and, if requested, to agree to participate in the Plan through an on-line or electronic system 
established and maintained by the Company or another third party designated by the Company. If the Company establishes procedures of an 
electronic signature system for delivery and acceptance of Plan documents (including this Agreement or any Award Agreement like this 
Agreement), the Participant hereby consents to such procedures and agrees that his or her electronic signature is the same as, and shall have the 
same force and effect as, his manual signature.  

 

[*] indicates redacted confidential commercial information  

 
 
 
 



 
 

Exhibit 12.1 

JETBLUE AIRWAYS CORPORATION  
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES  

(in millions, except ratios)  
   

 
 

 

     Three Months Ended September 30,    Nine Months Ended September 30,  

     2014    2013    2014    2013  

Earnings:                      

  Income before income taxes    $ 132    $ 119    $ 483    $ 202  
  Less: Capitalized interest    (4 )   (4 )   (11 )   (11 ) 

  Add:                      

    Fixed charges    63    66    187    198  
    Amortization of capitalized interest    1    1    3    3  

       Adjusted earnings    $ 192    $ 182    $ 662    $ 392  
Fixed charges:                      

  Interest expense    $ 35    $ 38    $ 108    $ 117  
  Amortization of debt costs    2    2    5    6  
  Rent expense representative of interest    26    26    74    75  

      Total fixed charges    $ 63    $ 66    $ 187    $ 198  
Ratio of earnings to fixed charges    3.05    2.75    3.54    1.98  



 
 

Exhibit 31.1 

Rule 13a-14(a)/15d-14(a) Certification of the Chief Executive Officer  

I, David Barger, certify that:  

 

 

 
 

 

1.  I have reviewed this Quarterly Report on Form 10-Q of JetBlue Airways Corporation; 

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 
13a-15(f) and 15d-15(f)) for the registrant and have:  

a)  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being prepared;  

b)  designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting principles;  

c)  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

d)  disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most 
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably 
likely to materially affect, the registrant’s internal control over financial reporting; and  

5.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent 
functions):  

a)  all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  

b)  any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal 
control over financial reporting.  

Date: October 31, 2014  By: /s/ DAVID BARGER     

         Chief Executive Officer     



 
 

Exhibit 31.2 

Rule 13a-14(a)/15d-14(a) Certification of the Chief Financial Officer  

I, Mark D. Powers, certify that:  

 

 

 

 

 

 

 
 

 

1.  I have reviewed this Quarterly Report on Form 10-Q of JetBlue Airways Corporation; 

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 
13a-15(f) and 15d-15(f)) for the registrant and have:  

a)  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particularly during the period in which this report is being prepared;  

b)  designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our 
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting principles;  

c)  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the 
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and  

d)  disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most 
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably 
likely to materially affect, the registrant’s internal control over financial reporting; and  

5.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent 
functions):  

a)  all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and  

b)  any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal 
control over financial reporting.  

Date: October 31, 2014     By: /s/ MARK D. POWERS     

            Chief Financial Officer     



 
 

Exhibit 32 

JetBlue Airways Corporation  

SECTION 1350 CERTIFICATIONS  

In connection with the Quarterly Report of JetBlue Airways Corporation on Form 10-Q for the period ended September 30, 2014 , as filed with 
the Securities and Exchange Commission on October 31, 2014 (the “Report”), the undersigned, in the capacities and on the dates indicated 
below, each hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the 
Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)) and 
the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of JetBlue 
Airways Corporation.  

 

 
 
 

 

Date: October 31, 2014     By: /s/ DAVID BARGER     

            Chief Executive Officer     

            

            

Date: October 31, 2014     By: /s/ MARK D. POWERS     

            Chief Financial Officer     

            


