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As used in this Form 10-K, the terms “Air Group,” the "Company," “our,” “we” and "us" refer to Alaska Air Group,
Inc. and its subsidiaries, unless the context indicates otherwise. Alaska Airlines, Inc. and Horizon Air Industries, Inc.
are referred to as “Alaska” and “Horizon” and together as our "airlines.”

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

In addition to historical information, this Form 10-K contains forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended, Section 21E of the Securities Exchange Act of 1934, as amended, and the Private
Securities Litigation Reform Act of 1995. Forward-looking statements are those that predict or describe future events or trends
and that do not relate solely to historical matters. Forward-looking statements involve risks and uncertainties that could cause
actual results to differ materially from historical experience or the Company’s present expectations.

You should not place undue reliance on our forward-looking statements because the matters they describe are subject to known
and unknown risks, uncertainties and other unpredictable factors, many of which are beyond our control. Our forward-looking



statements are based on the information currently available to us and speak only as of the date on which this report was filed
with the SEC. We expressly disclaim any obligation to issue any updates or revisions to our forward-looking statements, even if
subsequent events cause our expectations to change regarding the matters discussed in those statements. For a discussion of our
risk factors, see Item 1A. "Risk Factors.” Please consider our forward-looking statements in light of those risks as you read this

report.



PART I

Alaska Air Group (the "Company" or "Air Group") is a Delaware corporation incorporated in 1985 that operates two airlines,
Alaska and Horizon. Alaska was organized in 1932 and incorporated in 1937 in the state of Alaska. Horizon is a Washington
corporation that was incorporated and began service in 1981, and was acquired by Air Group in 1986. Air Group acquired
Virgin America in 2016, then legally merged the entity with Alaska in 2018, at which time the airlines' operating certificates
were also combined. The Company also includes McGee Air Services, an aviation services provider that was established as a
wholly-owned subsidiary of Alaska in 2016, and other subsidiaries.

Alaska and Horizon operate as separate airlines, with individual business plans, competitive factors and economic risks. We
organize the business and review financial operating performance by aggregating our business in three operating segments,
which are as follows:

¢ Mainline - includes scheduled air transportation on Alaska's Boeing and Airbus jet aircraft for passengers and cargo
throughout the U.S., and in parts of Mexico, Costa Rica and Belize.

*  Regional - includes Horizon's and other third-party carriers’ scheduled air transportation for passengers across a shorter
distance network within the U.S. and Canada under capacity purchase agreements (CPA). This segment includes the actual
revenue and expenses associated with regional flying, as well as an allocation of corporate overhead incurred by Air Group
on behalf of the regional operations.

*  Horizon - includes the capacity sold to Alaska under a CPA. Expenses include those typically borne by regional airlines
such as crew costs, ownership costs and maintenance costs.

Together we are the fifth largest airline in the United States, offering unparalleled guest service, connectivity and schedules
from our hub markets along the West Coast. With our regional partners, we fly to more than 120 destinations throughout North
America. We have operated in a highly competitive and often challenging industry for 90 years. Our top priority as an airline is
ensuring the safety of our guests and employees, an area that we continually invest in. Our success over many decades and
resilience in difficult times is attributable to our people, business model, and commitment to sustainable growth over the long-
term.

In 2022, we outlined three strategic priorities to enhance our competitive advantage and support future growth. First,
strengthening operational integrity across the network was key to providing guests with reliable service during a period of
historic travel demand. We finished the year with completion and on-time performance rates near the top of the industry.
Second, we focused on updating labor contracts with represented labor groups to ensure our employees receive market
competitive rates, and to recognize their valuable contributions to our success. The five contracts signed during the year include
significant improvements for our employees and position us well to focus on the future. Third, we prioritized transitioning our
Mainline and Regional operations to single fleets. The single fleet operating models, anchored by Boeing MAX aircraft for the
Mainline fleet and Embraer E175 aircraft for the Regional fleet, will drive more productivity and cost efficiency in the business.

The execution of these priorities, in combination with a strong demand environment and success of our commercial initiatives,
enabled Air Group to deliver record-breaking revenue for the year of $9.6 billion and unit revenue improvements of 23% vs
2019. Although our airlines experienced significant cost pressures during 2022 driven by higher fuel prices, increased labor
expenses, supply chain constraints, and effects from inflation, we generated $1.4 billion in operating cash flows for the year.

The improved results in 2022 set a foundation for our return to pre-COVID flying levels early in 2023 and sustainable growth
thereafter. Our 2025 Plan is ambitious, including aligning our growth strategy with environmental, social, and governance
targets. Instrumental to achieving this is our restructured fleet agreement with Boeing, which includes firm orders for 105
owned B737 aircraft to be delivered through 2027, with rights for 105 additional aircraft through 2030. In January 2023, we
removed the last Airbus A320 aircraft from operating service. The ten A321neo aircraft are expected to exit the fleet no later
than the end of 2023. A single fleet of Boeing MAX aircraft will significantly improve per-seat economics as a result of larger
gauge and improved fuel efficiency. This advantage will serve as the baseline for high-margin capacity growth over the next
several years. Although we have ambitious growth plans, we will continue to deploy capacity in a disciplined manner that is
responsive to changing demand trends.

In 2022, recovery of leisure demand continued to outpace recovery of business demand. Responding to these trends, we adapted
our network to take our guests where they want to fly. With new routes launched in 2022, we serve 100 nonstop destinations
from Seattle-Tacoma International Airport, more than any other carrier. As a member of the oneworld® alliance, we provide
our guests with global access to more than 900 destinations in 170 territories. As we grow our West Coast hubs, we plan to



maximize connectivity to partner airlines, allowing our guests greater global connectivity. Alaska guests are able to access over
100 weekly nonstop flights to Europe from the West Coast on oneworld partners.

Our success over 90 years has been fueled by our dedicated and engaged employees. In 2022, we hired nearly 8,000 employees
to support our growth. Additionally, the five labor contracts signed during the year provide improvements and stability for our
people. Aligning our employees' goals with the Company's goals is also critical in achieving success. To that end, Alaska and
Horizon employees participate in our Performance-Based Pay (PBP) and Operational Performance Rewards (OPR) programs,
which reward employees across all work groups based on metrics related to profitability, safety, sustainability, low costs, on-
time performance, and customer satisfaction. In 2022, employees earned a record award payout of $257 million under these
incentive programs.

AIR GROUP

Our airlines operate different aircraft and missions. Alaska operates a fleet of narrowbody passenger jets on primarily longer
stage-length routes. Alaska contracts with Horizon and SkyWest Airlines, Inc. (SkyWest) for shorter-haul capacity and receives
all passenger revenue from those flights. Horizon operates Embraer E175 regional jet aircraft and Bombardier Q400 turboprop
aircraft and sells all of its capacity to Alaska pursuant to a Capacity Purchase Agreement (CPA). Horizon removed all Q400
aircraft from operating service in January 2023. The majority of our revenue is generated by transporting passengers.

The percentage of revenue by category is as follows:

2022 2021 2020
Passenger revenue 91 % 89 % 85 %
Mileage Plan other revenue 6 % 7 % 10 %
Cargo and other revenue 3 % 4% 5%
Total 100 % 100 % 100 %

We deploy aircraft in ways that we believe will best optimize our revenue and profitability and reduce the impacts of
seasonality.

The percentage of our capacity by region is as follows:

2022 2021 2020

West Coast™® 27 % 31 % 32 %
Transcon/midcon 43 % 37 % 41 %
Hawaii 13 % 16 % 10 %
Alaska 11 % 11 % 11 %
Latin America 6 % 5% 5%
Canada — % — % 1%

Total 100 % 100 % 100 %

(a) Category represents flying within the West Coast. Departures from the West Coast to other regions are captured in other categories.

MAINLINE

Our Mainline operations include Boeing 737 (B737) and Airbus A320 family (A320 and A321neo) jet service offered by
Alaska. We offer extensive passenger service from the western U.S. throughout the contiguous United States, Alaska, Hawaii,
Mexico, Costa Rica, and Belize. Our largest concentrations of departures are in Seattle, Portland, and the Bay Area. We also
offer cargo service throughout our network and have three dedicated cargo aircraft that operate primarily to and within the state
of Alaska. In 2022, we carried 32 million revenue passengers in our Mainline operations, up from 23 million in 2021, on
improved demand for air travel.

During the year, we announced plans to accelerate the transition of our Mainline operations to an all-Boeing 737 fleet. At
December 31, 2022, our Mainline operating fleet consisted of 203 Boeing 737 jet aircraft and 22 Airbus A320 family jet
aircraft. All A320 aircraft were retired from our fleet in January 2023; our ten A321neo aircraft are expected to exit the
operating fleet no later than the end of 2023. We continue to actively seek agreements to move the aircraft to interested
counterparties.



The percentage of Mainline passenger capacity by region and average stage length is presented below:

2022 2021 2020

West Coast™® 22 % 24 % 22 %
Transcon/midcon 46 % 40 % 47 %
Hawaii 14 % 18 % 12 %
Alaska 11 % 12 % 13 %
Latin America 7 % 6 % 6 %

Total 100 % 100 % 100 %
Average Stage Length (miles) 1,347 1,324 1,272

(a) Category represents flying within the West Coast. Departures from the West Coast to other regions are captured in other categories.

REGIONAL

Our Regional operations consist of flights operated by Horizon and SkyWest. In 2022, our Regional operations carried
approximately 10 million revenue passengers, primarily in the states of Washington, Oregon, Idaho, and California. Horizon is
the largest regional airline in the Pacific Northwest and carried approximately 58% of Air Group's Regional revenue
passengers.

Based on 2022 Horizon passenger enplanements on Regional aircraft, our most significant concentration of Regional activity
was in Seattle and Portland.

During the year, we announced plans to transition our regional operations to an all-Embraer fleet. At December 31, 2022,
Horizon’s operating fleet consisted of 33 E175 aircraft and 11 Q400 aircraft. The Regional fleet operated by SkyWest consisted
of 42 E175 aircraft. All Bombardier Q400 turboprop aircraft were retired from our fleet in January 2023.

The percentage of Regional passenger capacity by region and average stage length is presented below:

2022 2021 2020

West Coast 75 % 74 % 75 %
Pacific Northwest 8 % 7% 9 %
Canada 2% — % 1%
Alaska 3% 3% 1 %
Transcon/midcon 12 % 16 % 14 %

Total 100 % 100 % 100 %
Average Stage Length (miles) 488 521 524

FREQUENT FLYER PROGRAM

Alaska Airlines Mileage Plan™ provides members with a comprehensive suite of frequent flyer benefits. Members can earn
miles by flying on our airline, which are awarded based on distance traveled. Awarding based on distance, not spend, is unique
and provides the program a competitive advantage over other airlines' programs as miles accumulate faster. Miles can also be
earned by flying with one of our partner airlines, by using the co-branded credit card, or through other non-airline partners.
Miles awarded do not expire and can accumulate until such time a member chooses to redeem. Members can redeem miles
earned for flights on our airlines or partner airlines, hotel stays, or for first class upgrades on Alaska Airlines.

For the most frequent flyers, the program offers multiple tiers of MVP status, including MVP Gold, MVP Gold 75K, and MVP
Gold 100K, which can be achieved annually by earning qualifying miles or by flying a specified number of segments on Alaska
or any of our 24 partner airlines. For those achieving MVP tier status, the program offers benefits, including bonus miles on
flown segments, complimentary upgrades, free checked bags, and priority boarding. Members qualifying for higher tiers are
offered incremental benefits. As a member of oneworld, Mileage Plan members with tier status are provided reciprocal status
and benefits when flying on other oneworld members.



Alaska has an agreement with Bank of America N.A which offers Mileage Plan members in the United States the Alaska
Airlines Visa Signature card (co-branded credit card). Cardholders receive miles for spend on the card, as well as an annual
companion ticket that allows members to purchase an additional ticket for $99 plus taxes, with no restrictions or black-out
dates, and a free first checked bag for up to seven people traveling on the same itinerary. The co-branded credit card agreement
provides the Company a material cash inflow on an annual basis, and is an important source of value for Mileage Plan
members.

In 2022, Mileage Plan members redeemed miles and companion certificates for 6.4 million award tickets on our airlines.
Mileage Plan revenue, including those in the Passenger revenue income statement line item, represented approximately 17% of
Air Group's total revenue in 2022. Accounting policies for Mileage Plan revenue are described more fully in Note 3 to the
consolidated financial statements.

MARKETING AGREEMENTS WITH OTHER AIRLINES
Our marketing agreements with other airlines fall into three categories: frequent flyer, codeshare, and interline.

*  Frequent flyer agreements enable our Mileage Plan members to accrue miles and redeem them for flights on partner
airlines.

*  Codeshare agreements allow one or more marketing carriers to sell seats on a single operating carrier that services
passengers under multiple flight numbers. The sale of codeshare seats can vary depending on the sale arrangement. For
example, in a free-sale arrangement, the marketing carrier sells the operating carrier's inventory without any restriction;
whereas in a block-space arrangement, a fixed amount of seats are sold to the marketing carrier by the operating carrier.
The interchangeability of the flight code between carriers provides a greater selection of flights for customers, along with
increased flexibility for mileage accrual and redemption.

* Interline agreements allow airlines to jointly offer a competitive, single-fare itinerary to customers traveling via multiple
carriers to a final destination. An interline itinerary offered by one airline may not necessarily be offered by the other, and
the fares collected from passengers are prorated and distributed to interline partners according to preexisting agreements
between the carriers.

Frequent flyer, codeshare, and interline agreements help increase our traffic and revenue by providing a more diverse network
and schedule options to our guests.

As a oneworld member, Alaska's elite Mileage Plan members now receive tier status matching across member airlines.
Depending on tier status, guests can enjoy a variety of privileges, including access to more than 620 international first and
business class lounges, fast track through security, priority baggage benefits, priority check-in desks, upgrades, and priority
boarding.

Alliances are an important part of our strategy and enhance our revenue by:

»  offering our guests more travel destinations and better mileage credit and redemption opportunities, including elite
qualifying miles on U.S. and international airline partners;

» providing a consistent and seamless guest experience whether flying on Alaska or one of our partners;
*  giving us access to more connecting traffic from other airlines; and

+  providing members of our alliance partners’ frequent flyer programs an opportunity to travel on Alaska and our regional
partners while earning mileage credit in our partners’ programs.

Most of our codeshare relationships are free-sale codeshares, where the marketing carrier sells seats on the operating carrier’s
flights from the operating carrier’s inventory, but takes no inventory risk. Our marketing agreements have various termination
dates, and one or more may be in the process of renegotiation at any time. Our codeshare and interline agreements generated
5%, 2%, and 3% of our total marketed flight revenue for the years ended December 31, 2022, 2021, and 2020.



A comprehensive summary of Alaska's alliances with other airlines is as follows:

Codeshare
Frequent Alaska Flight # on Other Airline Flight #
Flyer Flights Operated by on Flights Operated by
Airline Agreement Other Airline Alaska or CPA Partners
Aer Lingus Yes No No
Air Tahiti Nui Yes Yes Yes
American Airlines Yes Yes Yes
British Airways Yes No Yes
Cathay Pacific Airways Yes No Yes
Condor Airlines® Yes No No
EL AL Israel Airlines Yes No Yes
Fiji Airways® Yes No Yes
Finnair Yes No Yes
Hainan Airlines Yes No No
Iberia Yes No Yes
Icelandair Yes No Yes
Japan Airlines Yes No Yes
Korean Air Yes No Yes
LATAM Yes No Yes
Malaysia Airlines Yes No No
Qantas Yes Yes Yes
Qatar Airways Yes Yes Yes
Ravn Alaska Yes No No
Royal Air Maroc Yes No No
Royal Jordanian Yes No No
S7 Airlines® Suspended No No
Singapore Airlines Yes No Yes
i(:;lﬁl;lzgg Airways Express/Mokulele Yes No No
SriLankan Airlines Yes No No

(a) These airlines do not have their own frequent flyer program. However, Alaska's Mileage Plan members can earn and redeem miles on
these airlines' route systems.

(b) Effective April 19, 2022, S7 Airlines' membership in the oneworld alliance was suspended indefinitely, including earning and redeeming
miles on Alaska Airlines.

CARGO AND OTHER REVENUE

The Company provides freight and mail services (cargo). The majority of cargo services are provided to commercial businesses
and the United States Postal Service. The Company satisfies cargo service performance obligations and recognizes revenue
when the shipment arrives at its final destination, or is transferred to a third-party carrier for delivery.

The Company also earns other revenue for lounge memberships, hotel and car commissions, travel insurance, and certain other
immaterial items not intrinsically tied to providing air travel to passengers. Revenue is recognized when these services are
rendered and recorded as Cargo and other revenue.



GENERAL

The airline industry is highly competitive and subject to potentially volatile business cycles, resulting from factors such as
uncertain economic conditions, volatile fuel prices, pandemics, a largely unionized work force, the need to finance large capital
expenditures and the related availability of capital, government regulation—including taxes and fees, and potential aircraft
incidents. Airlines have high fixed costs, primarily for wages, aircraft fuel, aircraft ownership, and facilities rents. Because
expenses of a flight do not vary significantly based on the number of passengers carried, a relatively small change in the
number of passengers or in pricing has a disproportionate effect on an airline’s operating and financial results. In other words, a
minor shortfall in expected revenue levels could cause a disproportionately negative impact to our operating and financial
results. Passenger demand and ticket prices are, in large measure, influenced by the general state of the economy, current global
economic and political events, and total available airline seat capacity.

FUEL

Our business and financial results are highly impacted by the price and the availability of aircraft fuel. Aircraft fuel expense
includes raw fuel expense, or the price that we generally pay at the airport, including taxes and fees, plus the effect of mark-to-
market adjustments to our fuel hedge portfolio as the value of that portfolio increases and decreases. The cost of aircraft fuel is
volatile and outside of our control, and can have a significant and immediate impact on our operating results. Over the past
three years, aircraft fuel expense ranged from 14% to 28% of operating expenses. Fuel prices are impacted by changes in both
the price of crude oil and refining costs and can vary by region in the U.S.

The price of crude oil on an average annual basis for the past three years has ranged from a low of $39 per barrel in 2020 to a
high of $94 in 2022. For us, a $1 per barrel change in the price of oil equates to approximately $18 million of raw fuel expense
annually based on 2022 consumption levels. Said another way, a one-cent change in our fuel price per gallon would have
impacted our 2022 raw fuel expense by approximately $8 million.

Refining margins, which represent the price of refining crude oil into aircraft fuel, are a smaller portion of the overall price of
jet fuel, but have also contributed to the price volatility in recent years. Over the last three years, average annual West Coast
refining margin prices have fluctuated from a low of $11 per barrel in 2020 to a high of $48 per barrel in 2022.

Our average raw fuel cost per gallon increased 73% in 2022, after increasing 37% in 2021 and decreasing 29% in 2020.

The percentages of our aircraft fuel expense by crude oil and refining margins, as well as the percentage of our aircraft fuel
expense of operating expenses, are as follows:

2022 2021 2020
Crude oil 64 % 84 % 64 %
Refining margins 35% 16 % 16 %
Other® 1% — % 20 %
Total 100 % 100 % 100 %
Aircraft fuel expense 28 % 23 % 14 %
(a) Other includes gains and losses on settled fuel hedges, unrealized mark-to-market fuel hedge gains or losses, taxes and other into-plane

costs.

We use crude oil call options as hedges against our exposure to the volatility of jet fuel prices. Call options effectively cap our
price for crude oil, limiting our exposure to increasing fuel prices for about half of our planned fuel consumption. With call
options, we are hedged against spikes in crude oil prices, and during a period of declines in crude oil prices, we only forfeit cash
previously paid for hedge premiums. We begin hedging approximately 18 months in advance of consumption.

In 2020, Alaska began using sustainable aviation fuel (SAF) for certain flights departing from San Francisco International
Airport. SAF prices are currently higher than traditional fuel prices as the market is developing. We are evaluating options for
obtaining the volume of SAF that we expect will be necessary to move us toward our long-term sustainability goals. These
options include partnerships with alternative fuel companies and industry groups focused on ways to accelerate innovation in
this area.



We believe that operating fuel-efficient aircraft and executing on operational best practices are the best hedges against high fuel
prices. Maintaining a young, fuel-efficient fleet helps reduce our fuel consumption rate, as well as the amount of greenhouse
gases and other pollutants that our aircraft emit.

COMPETITION

Competition in the airline industry can be intense and unpredictable. Our competitors consist primarily of other airlines and, to
a lesser extent, other forms of transportation. Competition can be direct, in the form of another carrier flying the exact non-stop
route, or indirect, where a carrier serves the same two cities non-stop from an alternative airport in that city or via an itinerary
requiring a connection at another airport. We compete with other domestic airlines and a limited number of international
airlines on nearly all of our scheduled routes. Our largest competitor is Delta Air Lines Inc. (Delta). Approximately 75% of our
capacity to and from Seattle competes with Delta. As we have grown in California and have expanded our transcontinental
route offerings, United Airlines and Southwest Airlines have also become large competitors and have increased their capacity in
markets we serve. Our California and transcontinental routes have a higher concentration of competitors when compared to our
historical route structure, which was predominately concentrated in the Pacific Northwest.

We believe that the following competitive factors matter to guests when making an air travel purchase decision:
*  Routes served, flight schedules, codesharing and interline relationships, and frequent flyer programs

We compete with other airlines based on markets served, the frequency of service to those markets and frequent flyer
opportunities. Some airlines have more extensive route structures than we do, and they offer significantly more
international routes. In order to expand opportunities for our guests, we enter into codeshare and interline relationships with
other airlines that provide reciprocal frequent flyer mileage credit and redemption privileges. These relationships allow us
to offer our guests access to more destinations than we can on our own, gain exposure in markets we do not serve and
allow our guests more opportunities to earn and redeem frequent flyer miles. Our Mileage Plan offers some of the most
valuable benefits in the industry, allowing our members the ability to earn and redeem miles on 24 partner carriers.

Our membership in the oneworld alliance provides our guests increased global network utility and benefits, and positions
us to capture an incremental share of global travelers and corporate accounts. Through oneworld, guests can travel to more
than 900 destinations in 170 territories and can enjoy privileges on member airlines including upgrades, lounge access,
priority boarding, and more.

*  Safety

Safety is our top priority and is at the core of everything we do. In 2022, we held our inaugural Safety Day in order to
reaffirm our commitment to safety across our company. In its most recent rankings for 2023, AirlineRatings.com has again
ranked Alaska as the safest U.S. airline within its ranking of the Top 20 safest airlines in the world. We also received our
22nd Diamond Award of Excellence from the Federal Aviation Administration (FAA), recognizing both Alaska and
Horizon aircraft technicians for their dedication to training.

*  Fares and ancillary services

Ticket and other fee pricing is a significant competitive factor in the airline industry. Travelers are able to easily compare
fares and identify competitor promotions and discounts. Pricing is driven by a variety of factors including, but not limited
to, market-specific capacity, market share per route/geographic area, cost structure, fare vs. ancillary revenue strategies,
and demand.

Airlines often discount fares to drive traffic in new markets or to stimulate traffic when necessary to improve load factors.
In addition, traditional network carriers have been able to reduce their operating costs through bankruptcies and mergers,
while low-cost carriers have continued to grow their fleets and expand their networks, potentially enabling them to better
control costs per available seat mile (the average cost to fly an aircraft seat one mile), which in turn may enable them to
lower their fares. These factors can reduce our pricing power and that of the airline industry as a whole.

Domestic airline capacity is dominated by four large carriers, representing 78% of total seats. One of our advantages is that
we offer low fares and a premium value product and experience. However, given the large concentration of industry
capacity, some carriers in our markets may discount their fares substantially to develop or increase market share. Fares that
are substantially below our cost to operate can be harmful if sustained over a long period of time. We will defend our
position in our core markets and, if necessary, adjust capacity to better match supply with demand. Our strong financial
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position and low cost advantage have historically enabled us to offer competitive fares while still earning returns for our
shareholders.

*  Customer service and reputation

We compete with other airlines in areas of customer service such as on-time performance and guest amenities - including
first class and other premium seating, quality of on-board products, aircraft type and comfort. By April 2023, we expect to
complete our installation of satellite Wi-Fi on nearly all aircraft in the Mainline fleet. In 2024, we will begin installing
satellite Wi-Fi on our Regional fleet, becoming the first major airline to do so.

Our employees are a critical element of our reputation. We have a highly engaged workforce that strives to provide genuine
and caring service to our guests, both at the airport and onboard. We heavily emphasize our service standards with our
employees through training and education programs and monetary incentives related to operational performance and guest
satisfaction.

In addition to domestic or foreign airlines that we compete with on most of our routes, we compete with ground transportation
in our short-haul markets. Our airlines also compete with technology, such as video conferencing and internet-based meeting
tools. We expect that the advancement and increased utilization of these tools will eliminate the need for some business-related
travel.

TICKET DISTRIBUTION
Our tickets are distributed through three primary channels:

*  Direct to customer: Selling direct at alaskaair.com is less expensive than other channels. We believe direct sales through
this channel are preferable from a branding and customer relationship standpoint because we can establish ongoing
communication with the guest and tailor offers accordingly. As a result, we prioritize efforts that drive more business to our
website.

*  Traditional and online travel agencies: Both traditional and online travel agencies typically use Global Distribution
Systems to obtain their fare and inventory data from airlines. Bookings made through these agencies result in a fee that is
charged to the airline. Many large corporate customers require us to use these agencies. Some of our competitors rely on
this distribution channel to a lesser extent than we do, and, as a result, may have lower ticket distribution costs.

*  Reservation call centers: Our call centers are located in Phoenix, AZ, Seattle, WA, and Boise, ID. We generally charge a
$15 fee for booking reservations through the call centers.

Our sales by channel are as follows:

2022 2021 2020
Direct to customer 64 % 68 % 73 %
Traditional agencies 18 % 12 % 12 %
Online travel agencies 7 % 9 % 9 %
Reservation call centers 11 % 11 % 6 %
Total 100 % 100 % 100 %

SEASONALITY AND OTHER FACTORS

Our results of operations for any interim period are not necessarily indicative of those for the entire year because our business is
subject to seasonal fluctuations. In typical years, our profitability is generally lowest during the first and fourth quarters due
principally to fewer departures and passengers. Profitability typically increases in the second quarter and then reaches its
highest level during the third quarter as a result of vacation travel. In a typical year, some of the impacts of seasonality are
offset by travel from the West Coast to leisure destinations, like Hawaii and Costa Rica, and expansion to leisure and business
destinations in the mid-continental and eastern U.S. Seasonality and operational fluctuations are not predictable in the current
environment and may be permanently changed post-pandemic.

In a typical year, in addition to passenger loads, factors that could cause our quarterly operating results to vary include:
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*  pricing initiatives by us or our competitors,

+  changes in fuel costs,

e increases in competition at our primary airports,

»  general economic conditions and resulting changes in passenger demand,

*  increases or decreases in passenger and volume-driven variable costs, and

»  air space and Air Traffic Control delays, particularly in Seattle and San Francisco.

Many of the markets we serve experience inclement weather conditions in the winter, causing increased costs associated with
deicing aircraft, canceling flights and accommodating displaced passengers. Due to our geographically concentrated area of
operations, we can be more susceptible to adverse weather conditions, particularly in the state of Alaska and the Pacific
Northwest, than some of our competitors who may be better able to spread the impact of weather-related risks over larger route
systems.

No material part of our business, or that of our subsidiaries, is dependent upon a single customer, or upon a few high-volume
customers.

SUSTAINABILITY INITIATIVES

Taking responsibility for our impact on the environment is an integral part of delivering value for all those who depend on us —
employees, guests, owners and communities. To that end, we are focused on mitigating or reducing our most significant
environmental impacts. Our sustainability goals are anchored by our commitment to reduce our carbon emissions. We have
both short and long-term targets, with the long-term aim to reach net-zero carbon emissions by 2040. Our roadmap for
achieving this goal includes the following focus areas:

*  Increasing operational efficiency - Alaska and Horizon take pride in consistently delivering top-of-industry
operational performance, which is part of optimizing fuel efficiency and thus avoiding carbon emissions. Alaska's use
of Required Navigational Performance provides more direct and fuel-efficient approaches and reduces weather-related
diversions. Alaska was also the first in the industry to adopt Flyways Al, a technology which leverages artificial
intelligence and machine learning to optimize air traffic and enable more fuel-efficient flight paths. In 2022, Horizon
began to adopt Flyways Al for its flights as well.

*  Renewing our fleet with more efficient airplanes - Alaska received 26 B737-9 aircraft in 2022 and has firm
commitments to take 109 additional B737 aircraft. Alaska has also secured 105 additional rights for B737 aircraft
through 2030. These aircraft will provide improved fuel efficiency compared to the aircraft they are slated to replace,
and enable fuel-efficient growth as well. Alaska has also partnered with Boeing on the B737-9 ecoDemonstrator
program, which tests advanced technologies designed to enhance the safety and sustainability of air travel.

e Using SAF - Among available technologies, SAF has the greatest potential for enabling near-term progress towards
our net-zero emissions goal, as it can be used alongside traditional jet fuel as a drop-in fuel but with lower carbon
emissions on a lifecycle basis. Currently, there are supply constraints in the SAF market and expanding our use of SAF
at the quantities necessary to reach our sustainability goals is dependent on its reliable availability. Alaska is working
with others in the aviation community, companies in the private sector, and governments at the federal and state levels
towards adva