Edgar Filing: SKYWEST INC - Form 10-K

SKYWEST INC
Form 10-K
February 15, 2013

Use these links to rapidly review the document
TABLE OF CONTENTS

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

i\

For the fiscal year ended December 31, 2012

OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the transition period from to
Commission File No. 0-14719
SKYWEST, INC.
Incorporated under the Laws of Utah 87-0292166
(IRS Employer ID No.)
444 South River Road

St. George, Utah 84790
(435) 634-3000

Securities Registered Pursuant to Section 12(b) of the Act: None

Securities Registered Pursuant to Section 12(g) of the Act:
Common Stock, No Par Value

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yeso Noy
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yeso Noy

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yesy No o



Edgar Filing: SKYWEST INC - Form 10-K

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding
12 months (or for such shorter period that the registrant was required to submit and post such files). Yesy No o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant's knowledge, in the definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. y

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of "large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange
Act.

Large accelerated filer o Accelerated filer y Non-accelerated filer o Smaller reporting company o
(Do not check if a

smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yeso Noy

The aggregate market value of the registrant's common stock held by non-affiliates (based upon the closing sale price of the registrant's
common stock on The Nasdaq National Market) on June 29, 2012 was approximately $320,824,359.

As of February 8, 2013, there were 51,805,588 shares of the registrant's common stock outstanding.
Documents Incorporated by Reference

Portions of the registrant's proxy statement to be used in connection with the Registrant's 2013 Annual Meeting of Shareholders are
incorporated by reference into Part III of this Report as specified.




Edgar Filing: SKYWEST INC - Form 10-K

Table of Contents

SKYWEST, INC.
ANNUAL REPORT ON FORM 10-K

TABLE OF CONTENTS

Cautionary Statement Concerning Forward Looking Statements

Item 15.
Signatures

Business
Risk Factors
Unresolved Staff Comments
Properties
Legal Proceedings
Mine Safety Disclosures
PARTII

Market for Registrant's Common Equity. Related Stockholder Matters and Issuer Purchases of Equity Securities
Selected Financial Data

Management's Discussion and Analysis of Financial Condition and Results of Operations

Quantitative and Qualitative Disclosures About Market Risk

Financial Statements and Supplementary Data

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Controls and Procedures

Other Information
PART III
Directors. Executive Officers and Corporate Governance
Executive Compensation
Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Certain Relationships and Related Transactions

Principal Accountant Fees and Services
PART IV

Exhibits and Financial Statement Schedules

Page No.

0 [ | [ |—
Ioo I\I I-h Iw Ioo 1w 1w

SRIREISKE

—_

—_
=3
\S]

=
=

=
=

=
=

=
=

=
=

=
=

=
=

—_
—
o]




Edgar Filing: SKYWEST INC - Form 10-K

Table of Contents

PART I

"o, "o "o

Unless otherwise indicated in this Report, "SkyWest," "we," "us,” "our" and similar terms refer to SkyWest, Inc. and "SkyWest Airlines"
refers to our wholly-owned subsidiary, SkyWest Airlines, Inc.

Effective December 31, 2011, our subsidiary, ExpressJet Airlines, Inc. was merged into our subsidiary, Atlantic Southeast Airlines, Inc.,
with the surviving corporation named ExpressJet Airlines, Inc. (the "ExpressJet Combination"). In this Report, "Atlantic Southeast" refers to
Atlantic Southeast Airlines, Inc. for periods prior to the ExpressJet Combination, "ExpressJet Delaware" refers to ExpressJet Airlines, Inc., a
Delaware corporation, for periods prior to the ExpressJet Combination, and "ExpressJet" refers to ExpressJet Airlines, Inc., the Utah
corporation resulting from the combination of Atlantic Southeast and ExpressJet Delaware, for periods subsequent to the ExpressJet
Combination.

Cautionary Statement Concerning Forward-Looking Statements

Certain of the statements contained in this Report should be considered "forward-looking statements" within the meaning of the Private
Securities Litigation Reform Act of 1995. These forward-looking statements may be identified by words such as "may," "will," "expect,"
"intend," "anticipate," "believe," "estimate," "plan," "project,” "could," "should," "hope," "likely," and "continue" and similar terms used in
connection with statements regarding our outlook, anticipated operations, the revenue environment, our contractual relationships, and our
anticipated financial performance. These statements include, but are not limited to, statements about our future growth and development plans,
including our future financial and operating results, our plans for SkyWest Airlines and ExpressJet, our objectives, expectations and intentions
and other statements that are not historical facts. Readers should keep in mind that all forward-looking statements are based on our existing
beliefs about present and future events outside of our control and on assumptions that may prove to be incorrect. If one or more risks identified
in this Report materializes, or any other underlying assumption proves incorrect, our actual results will vary, and may vary materially, from
those anticipated, estimated, projected, or intended. These risks and uncertainties include, but are not limited to, those described below in
Item 1A. Risk Factors.

non non

There may be other factors that may affect matters discussed in forward-looking statements set forth in this Report, which factors may also
cause actual results to differ materially from those discussed. We assume no obligation to publicly update any forward-looking statement to
reflect actual results, changes in assumptions or changes in other factors affecting these statements other than as required by applicable law.

ITEM 1. BUSINESS
General

Through SkyWest Airlines and ExpressJet, we offer scheduled passenger service with approximately 4,000 daily departures to destinations
in the United States, Canada, Mexico and the Caribbean. Substantially all of our flights are operated as Delta Connection, United Express, US
Airways Express, American Eagle or Alaska under code-share arrangements with Delta, United Air Lines, Inc. ("United") US Airways
Group, Inc. ("US Airways"), American Airlines, Inc. ("American") and Alaska Airlines ("Alaska"). SkyWest Airlines and ExpressJet generally
provide regional flying to our partners under long-term, fixed-fee code-share agreements. Among other features of our fixed-fee agreements, our
partners generally reimburse us for specified direct operating expenses (including fuel expense, which is passed through to our partners), and pay
us a fee for operating the aircraft.

On December 31, 2011, Atlantic Southeast and ExpressJet Delaware completed the ExpressJet Combination. Since November 17, 2011, the
operations formerly conducted by Atlantic Southeast and ExpressJet Delaware have been conducted under a single operating certificate issued
by the U.S.
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Federal Aviation Administration (the "FAA"). We currently anticipate that we will complete the full integration of the operations of Atlantic
Southeast and ExpressJet Delaware into ExpressJet during 2013 and 2014.

SkyWest Airlines and ExpressJet have developed industry-leading reputations for providing quality regional airline service during their
long operating histories. SkyWest Airlines has been flying since 1972 and ExpressJet (and its predecessors) since 1979. As of December 31,
2012, our consolidated fleet consisted of a total of 744 aircraft, of which 445 were assigned to United, 261 were assigned to Delta, 15 were
assigned to US Airways, 12 were assigned to American, five were assigned to Alaska, four were subleased to affiliated entities and two were
subleased to unaffiliated entities. We currently operate two types of regional jet aircraft: the Bombardier Aerospace ("Bombardier") regional jet,
which comes in three different configurations (the 50-seat Bombardier CRJ200 Regional Jet (the "CRJ200"), the 70-seat Bombardier CRJ700
Regional Jet (the "CRJ700") and the 70-90-seat Bombardier CRJ900 Regional Jet (the "CRJ900")), and the Embraer S.A. ("Embraer") regional
jet, which we operate in two different configurations the 50-seat Embraer ERJ-145 regional jet ("ERJ145") and the 37-seat Embraer ERJ-135
regional jet ("ERJ135"). We also operate the 30-seat Embraer Brasilia EMB-120 turboprop (the "Brasilia turboprop").

We were incorporated in Utah in 1972. Our principal executive offices are located at 444 South River Road, St. George, Utah 84790, and

our primary telephone number is (435) 634-3000. We maintain an Internet web site at www.skywest.com. Our website provides a link to the web
site of the SEC, through which our annual, quarterly and current reports, as well as amendments to those reports, are available. In addition, we
provide electronic or paper copies of our SEC filings free of charge upon request.

Our Operating Platforms
SkyWest Airlines

SkyWest Airlines provides regional jet and turboprop service to airports primarily located in the midwestern and western United States.
SkyWest Airlines offered approximately 1,750 daily scheduled departures as of December 31, 2012, of which approximately 1,050 were United
Express flights, 500 were Delta Connection flights, 90 were US Airways Express flights, 85 were American Eagle flights and 25 were
Alaska-coded flights. SkyWest Airlines' operations are conducted principally from airports located in Chicago (O'Hare), Denver, Los Angeles,
Houston, Minneapolis, Portland, Seattle, Phoenix, San Francisco and Salt Lake City. SkyWest Airlines' fleet as of December 31, 2012 consisted
of 28 CRJ900s, all of which were flown for Delta; 94 CRJ700s, of which 70 were flown for United, 19 were flown for Delta and five were flown
for Alaska; 159 CRJ200s, of which 78 were flown for United, 54 were flown for Delta, 15 were flown for US Airways and 12 were flown for
American; and 42 Brasilia turboprops, of which 34 were flown for United and eight were flown for Delta.

SkyWest Airlines currently conducts Delta Connection operations pursuant to the terms of an Amended and Restated Delta Connection
Agreement, pursuant to which SkyWest Airlines is paid primarily on a fee-per-completed block hour and departure basis, plus a payment based
on block hours flown (the "SkyWest Airlines Delta Connection Agreement"). SkyWest Airlines' United code-share operations are conducted
under a United Express Agreement, pursuant to which SkyWest Airlines is paid primarily on a fee-per-completed block hour and departure
basis, plus a margin based on performance incentives (the "SkyWest Airlines United Express Agreement"). SkyWest Airlines currently conducts
its Alaska and US Airways operations pursuant to the terms of code-share agreements with Alaska and US Airways, respectively, pursuant to
which SkyWest Airlines is paid primarily on a fee-per-completed block hour and departure basis, plus a fixed margin per aircraft each month,
and an incentive or penalty based on performance incentives. During 2012, SkyWest Airlines entered into a code-share agreement with
American (the "SkyWest Airlines American Agreement"),
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pursuant to which SkyWest Airlines currently operates as American Eagle on designated routes, and is paid primarily on a fee-per-completed
block hour and departure basis, plus a fixed margin per aircraft each month and an incentive or penalty based on performance incentives.

ExpressJet

ExpressJet provides regional jet service principally in the United States, primarily from airports located in Atlanta, Cleveland, Chicago
(O'Hare), Denver, Houston, Detroit, Memphis, Newark, Minneapolis and Washington Dulles. ExpressJet offered more than 2,125 daily
scheduled departures as of December 31, 2012, of which approximately 750 were Delta Connection flights and 1,375 were United Express
flights. As of December 31, 2012, the ExpressJet fleet consisted of 18 CRJ900s (all of which were flown for Delta), 41 CRJ700s (all of which
were flown for Delta), 107 CRJ200s (93 of which were flown for Delta and 14 of which were flown for United), 242 ERJ145s, (all of which
were flown for United) and seven ERJ135s(all of which were flown for United).

ExpressJet currently conducts Delta Connection operations pursuant to the terms of a Second Amended and Restated Delta Connection
Agreement initially executed between Delta and Atlantic Southeast and to which ExpressJet is now a party (the "ExpressJet Delta Connection
Agreement"). Under the ExpressJet Delta Connection Agreement, ExpressJet is paid primarily on a fee-per-completed block hour and departure
basis, plus, if ExpressJet completes a certain minimum percentage of its Delta Connection flights, a specified margin on such costs.
Additionally, the ExpressJet Delta Connection Agreement provides for incentive compensation upon satisfaction of certain performance goals.
ExpressJet's United code-share operations are conducted under a Capacity Purchase Agreement initially executed by ExpressJet and Continental
Airlines, Inc. ("Continental") and to which United became a party through its merger with Continental (the "United CPA") and two United
Express Agreements between ExpressJet and United (collectively, the "ExpressJet United Express Agreements"). Under the ExpressJet United
Express Agreements and the United CPA ExpressJet is paid by United, primarily on a fee-per-completed block hour and departure basis, plus a
margin based on performance incentives. During 2012, ExpressJet entered into a code-share agreement with American, pursuant to which
ExpressJet is paid primarily on a fee-per-completed block hour and departure basis, plus a fixed margin per aircraft each month and an incentive
or penalty based on performance incentives. ExpressJet is scheduled to begin operations with American during February 2013.

Competition and Economic Conditions

The airline industry is highly competitive. SkyWest Airlines and ExpressJet compete principally with other code-sharing regional airlines,
but also with regional airlines operating without code-share agreements, as well as low-cost carriers and major airlines. The combined operations
of SkyWest Airlines and ExpressJet extend throughout most major geographic markets in the United States. Our competition includes, therefore,
nearly every other domestic regional airline, and to a certain extent, most major and low-cost domestic carriers. The primary competitors of
SkyWest Airlines and ExpressJet among regional airlines with code-share arrangements include Air Wisconsin Airlines Corporation ("Air
Wisconsin"), American Eagle Airlines, Inc. ("American Eagle") (owned by American), Compass Airlines ("Compass"), Horizon Air
Industries, Inc. ("Horizon") (owned by Alaska Air Group, Inc. , Mesa Air Group, Inc. ("Mesa"), Pinnacle Airlines Corp. ("Pinnacle"), Republic
Airways Holdings Inc. ("Republic"), Trans State Airlines, Inc. ("Trans State") and PSA Airlines, Inc. ("PSA") (owned by US Airways). Major
airlines award contract flying to these regional airlines based primarily upon, the following criteria: low cost, financial resources, overall
customer service levels relating to on-time arrival and departure statistics, cancellation of flights, baggage handling performance and the overall
image of the regional airline as a whole. The principal competitive factors
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we experience with respect to our pro-rate flying include fare pricing, customer service, routes served, flight schedules, aircraft types and
relationships with major partners.

The principal competitive factors for code-share partner regional airlines are code-share agreement terms, customer service, aircraft types,
fare pricing, flight schedules and markets and routes served. The combined operations of SkyWest Airlines and ExpressJet represent the largest
regional airline operation in the United States. However, some of the major and low-cost carriers are larger, and have greater financial and other
resources than SkyWest Airlines and ExpressJet, individually or collectively. Additionally, regional carriers owned by major airlines, such as
American Eagle and PSA, may have access to greater resources, through their parent companies, than SkyWest Airlines and ExpressJet, and
may have enhanced competitive advantages since they are subsidiaries of major airlines. Moreover, federal deregulation of the industry allows
competitors to rapidly enter our markets and to quickly discount and restructure fares. The airline industry is particularly susceptible to price
discounting because airlines incur only nominal costs to provide service to passengers occupying otherwise unsold seats.

Generally, the airline industry is highly sensitive to general economic conditions, in large part due to the discretionary nature of a
substantial percentage of both business and leisure travel. Many airlines have historically reported lower earnings or substantial losses during
periods of economic recession, heavy fare discounting, high fuel costs and other disadvantageous environments. Economic downturns, combined
with competitive pressures, have contributed to a number of reorganizations, bankruptcies, liquidations and business combinations among major
and regional carriers. The effect of economic downturns may be somewhat mitigated by the predominantly contract-based flying arrangements
of SkyWest Airlines and ExpressJet. Nevertheless, the per-passenger component in such fee structure would be affected by an economic
downturn. In addition, if Delta or United, or any of our other code-share partners, experience a prolonged decline in passenger load or are
negatively affected by low ticket prices or high fuel prices, they will likely seek to renegotiate their code-share agreements with SkyWest
Airlines and ExpressJet, as applicable, or cancel flights in order to reduce their costs.

Industry Overview
Majors, Low-Cost Carriers and Regional Airlines

The airline industry in the United States has traditionally been dominated by several major airlines, including American, Delta, US Airways
and United. The major airlines offer scheduled flights to most major U.S. cities, numerous smaller U.S. cities, and cities throughout the world
through a hub and spoke network.

Low-cost carriers, such as Southwest Airlines Co. ("Southwest"), JetBlue Airways Corporation ("JetBlue") and Republic, generally offer
fewer conveniences to travelers and have lower cost structures than major airlines, which permits them to offer flights to and from many of the
same markets as the major airlines, but at lower prices. Low-cost carriers typically fly direct flights with limited service to smaller cities,
concentrating on higher demand flights to and from major population bases.

Regional airlines, such as SkyWest Airlines, ExpressJet, Mesa, Air Wisconsin, Pinnacle, Compass, Mesaba, Trans State and Republic,
typically operate smaller aircraft on lower-volume routes than major and low-cost carriers. Several regional airlines, including American Eagle,
PSA, and Horizon, are wholly-owned subsidiaries of major airlines.

In contrast to low-cost carriers, regional airlines generally do not try to establish an independent route system to compete with the major
airlines. Rather, regional airlines typically enter into relationships with one or more major airlines, pursuant to which the regional airline agrees
to use its smaller, lower-cost aircraft to carry passengers booked and ticketed by the major airline between a hub of the major airline and a
smaller outlying city. In exchange for such services, the major airline pays

6
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the regional airline either a fixed flight fee, termed "contract" or "fixed-fee" flights, or receives a percentage of applicable ticket revenues,
termed "pro-rate" or "revenue-sharing" flights.

Relationship of Regional and Major Airlines

Regional airlines generally enter into code-share agreements with major airlines, pursuant to which the regional airline is authorized to use
the major airline's two-letter flight designator codes to identify the regional airline's flights and fares in the central reservation systems, to paint
its aircraft with the colors and/or logos of its code-share partner and to market and advertise its status as a carrier for the code-share partner. For
example, SkyWest Airlines flies out of Chicago (O'Hare), Washington Dulles, Denver, Houston, Los Angeles and San Francisco as United
Express, out of Salt Lake City and Minneapolis as Delta Connection, out of Seattle and Portland as an Alaska carrier, out of Phoenix as a US
Airways carrier and out of Los Angeles as American Eagle. ExpressJet operates primarily as Delta Connection out of Atlanta and Detroit and as
United Express out of Chicago (O'Hare), Houston, Cleveland, Newark, Denver and Washington Dulles. Code-share agreements also generally
obligate the major airline to provide services such as reservations, ticketing, ground support and gate access to the regional airline, and both
partners often coordinate marketing, advertising and other promotional efforts. In exchange, the regional airline provides a designated number of
low-capacity (usually between 30 and 70 seats) flights between larger airports served by the major airline and surrounding cities, usually in
lower-volume markets. The financial arrangements between the regional airlines and their code-share partners usually involve contractual or
fixed-fee payments based on the flights or a revenue-sharing arrangement based on the flight ticket revenues, as explained below:

Fixed-Fee Arrangements. Under a fixed-fee arrangement, the major airline generally pays the regional airline a fixed-fee for
each departure, with additional incentives based on completion of flights, on-time performance and baggage handling
performance. In addition, the major and regional airline often enter into an arrangement pursuant to which the major airline
bears the risk of changes in the price of fuel and other such costs that are passed through to the major airline partner.
Regional airlines benefit from a fixed-fee arrangement because they are sheltered from most of the elements that cause
volatility in airline financial performance, including variations in ticket prices, passenger loads and fuel prices. However,
regional airlines in fixed-fee arrangements do not benefit from positive trends in ticket prices, passenger loads or fuel prices
and, because the major airlines absorb most of the costs associated with the regional airline flight, the margin between the
fixed-fees for a flight and the expected per-flight costs tends to be smaller than the margins associated with revenue-sharing

arrangements.

Revenue-Sharing Arrangements. Under a revenue-sharing arrangement, the major airline and regional airline negotiate a
proration formula, pursuant to which the regional airline receives a percentage of the ticket revenues for those passengers
traveling for one portion of their trip on the regional airline and the other portion of their trip on the major airline.
Substantially all costs associated with the regional airline flight are borne by the regional airline. In such a revenue-sharing
arrangement, the regional airline realizes increased profits as ticket prices and passenger loads increase or fuel prices
decrease and, correspondingly, realizes decreased profits as ticket prices and passenger loads decrease or fuel prices
increase.

Code-Share Agreements

SkyWest Airlines and ExpressJet operate under United Express Agreements with United. SkyWest Airlines and ExpressJet operate under
Delta Connection Agreements with Delta. ExpressJet operates under the United CPA with United. SkyWest Airlines and ExpressJet operate
under capacity purchase agreements with American. SkyWest Airlines operates under code-share agreements with US Airways and Alaska.
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These code-share agreements authorize Delta, United, American, Alaska and US Airways to identify our flights and fares under their
two-letter flight designator codes ("DL," "UA" "AA", "AS" or "US," respectively) in the central reservation systems, and generally require us to
paint our aircraft with their colors and logos and to market our status as Delta Connection, United Express, American Eagle, US Airways
Express or Alaska, as applicable. Under each of our code-share agreements, our passengers participate in the major partner's frequent flyer
program, and the major partner provides additional services such as reservations, ticket issuance, ground support services and gate access. We
also coordinate our marketing, advertising and other promotional efforts with our major partners. During the year ended December 31, 2012,
approximately 91% of our passenger revenues related to contract flights, where Delta, United, Alaska and US Airways controlled scheduling,
ticketing, pricing and seat inventories. The remainder of our passenger revenues during the year ended December 31, 2012 related to pro-rate
flights, where we controlled scheduling, ticketing, pricing and seat inventories, and shared revenues with Delta or United according to pro-rate
formulas. The following summaries of our code-share agreements do not purport to be complete and are qualified in their entirety by reference
to the applicable agreement.

SkyWest Airlines Delta Connection Agreement

SkyWest Airlines and Delta are parties to the SkyWest Airlines Delta Connection Agreement, dated as of September 8, 2005. As of
December 31, 2012, SkyWest Airlines operated 28 CRJ900s, 19 CRJ700s and 45 CRJ200s under the SkyWest Airlines Delta Connection
Agreement. As of December 31, 2012, SkyWest Airlines was operating more than 500 Delta Connection flights per day between Salt Lake City,
Detroit or Minneapolis and outlying destinations. Additionally, as of December 31, 2012, SkyWest Airlines operated eight Brasilia turboprops
and nine CRJ200 under the Delta code under a revenue-sharing arrangement. Generally, Delta is entitled to all passenger, cargo and other
revenues associated with each flight.

In exchange for providing the designated number of flights and performing SkyWest Airlines' other obligations under the SkyWest Airlines
Delta Connection Agreement, SkyWest Airlines is scheduled to receive from Delta on a weekly basis (i) specified fixed rate payments for each
completed flight, which are intended to pay for certain costs related to the Delta Connection flights, plus (ii) a fixed dollar payment per
completed flight block hour, subject to annual escalation at an agreed rate. Costs directly reimbursed by Delta under the SkyWest Airlines Delta
Connection Agreement include costs primarily related to fuel, aircraft engine maintenance and aircraft ownership.

The SkyWest Airlines Delta Connection Agreement provides that, beginning with the fifth anniversary of the execution of the agreement
(September 8, 2010), Delta has the right to require that certain contractual rates under that agreement shall not exceed the second lowest rates of
all carriers within the Delta Connection Program. On November 19, 2010, SkyWest Airlines reached an agreement with Delta related to the
second lowest rate provisions to be applied under the SkyWest Airlines Delta Connection Agreement. As a result of that agreement, SkyWest
Airlines and Delta have established the contractual rates which will apply under the SkyWest Airlines Delta Connection Agreement through
December 31, 2015.

The SkyWest Airlines Delta Connection Agreement is scheduled to terminate on December 31, 2022, unless Delta elects to exercise its
option to extend the term for up to four additional five-year terms. The SkyWest Airlines Delta Connection Agreement is subject to early
termination in various circumstances, including:

if SkyWest Airlines or Delta commits a material breach of the SkyWest Airlines Delta Connection Agreement, subject to
30-day notice and cure rights;
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if SkyWest Airlines fails to conduct all flight operations and maintain all aircraft under the SkyWest Airlines Delta
Connection Agreement in compliance in all material respects with applicable government regulations;

if SkyWest Airlines fails to satisfy certain performance and safety requirements;

if, under certain circumstances, Delta has a right to terminate the ExpressJet Delta Connection Agreement;

if the other party files for bankruptcy, reorganization or similar action (subject to limitations imposed by the U.S.
Bankruptcy Code) or if either party makes an assignment for the benefit of creditors; or

if SkyWest Airlines fails to maintain competitive base rate costs (provided, however, that SkyWest Airlines has the right to
adjust its rates prior to any such termination).

ExpressJet Delta Connection Agreement

ExpressJet and Delta are parties to the ExpressJet Delta Connection Agreement, originally dated as of September 8, 2005. As of
December 31, 2012, ExpressJet operated 18 CRJ900s, 41 CRJ700s and 93 CRJ200s for Delta under the ExpressJet Delta Connection
Agreement. As of December 31, 2012, ExpressJet was operating more than 750 Delta Connection flights per day between Atlanta or Detroit and
outlying destinations. Under the ExpressJet Delta Connection Agreement, Delta is entitled to all passenger, cargo and other revenues associated
with each flight. Commencing in 2008, ExpressJet obtained the right to maintain its percentage of total Delta Connection flights that it had in
2007, so long as its bid for additional regional flying is competitive with bids submitted by other regional carriers.

In exchange for providing the designated number of flights and performing ExpressJet's other obligations under the ExpressJet Delta
Connection Agreement, ExpressJet is scheduled to receive from Delta on a weekly basis (i) specified fixed rate payments for each completed
flight, which are intended to pay for certain direct costs related to Delta Connection flights plus (ii) if ExpressJet completes a certain minimum
percentage of its Delta Connection flights, an amount equal to a certain percentage of the direct costs (not including fuel costs) related to the
Delta Connection flights. Costs directly reimbursed by Delta under the ExpressJet Delta Connection Agreement include costs related to fuel,
ground handling, and aircraft engine maintenance and aircraft ownership. The ExpressJet Delta Connection Agreement also provides for
incentive compensation based upon ExpressJet's performance, including on-time arrival performance and completion percentage rates.

The ExpressJet Delta Connection Agreement provides that, upon the fifth anniversary of the execution of the agreement (September 8,
2010), Delta obtained the right to require that certain contractual rates under that agreement shall not exceed the second lowest rates of all
carriers within the Delta Connection Program. On November 19, 2010, ExpressJet (formerly Atlantic Southeast) reached an agreement with
Delta related to the second lowest rate provisions to be applied under the ExpressJet Delta Connection Agreement. As a result of that agreement,
ExpressJet and Delta have established the contractual rates which will apply under the ExpressJet Delta Connection Agreement through
December 31, 2015.

The ExpressJet Delta Connection Agreement is scheduled to terminate on September 8, 2020, unless Delta elects to exercise its option to
extend the term for up to four additional five-year terms. The ExpressJet Delta Connection Agreement is subject to early termination in various
circumstances including:

if ExpressJet or Delta commits a material breach of the ExpressJet Delta Connection Agreement, subject to 30-day notice
and cure rights;

10
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if ExpressJet fails to conduct all flight operations and maintain all aircraft under the ExpressJet Delta Connection Agreement
in compliance in all material respects with applicable government regulations;

if ExpressJet fails to satisfy certain performance and safety requirements;

if, under certain circumstances, Delta has a right to terminate the SkyWest Airlines Delta Connection Agreement;

if the other party files for bankruptcy, reorganization or similar action (subject to limitations imposed by the U.S.
Bankruptcy Code) or if either party makes an assignment for the benefit of creditors; or

if ExpressJet fails to maintain competitive base rate costs (provided, however, that ExpressJet has the right to adjust its rates
prior to any such termination).

During 2012, we reached an agreement with Delta to add 34 additional used dual-class Bombardier regional jet aircraft in exchange for the
early termination of 66 CRJ200 aircraft under our Delta Connection Agreements. All 34 dual-class aircraft will be operated under the terms and
conditions of the SkyWest Airlines Delta Connection Agreement regardless of whether SkyWest Airlines or ExpressJet operate the aircraft. The
34 additional aircraft consist of five CRJ700s and 29 CRJ900s. As of December 31, 2012, we had taken delivery of 15 CRJ900s and five
CRJ700s. Of the 20 dual-class aircraft that were in operation as of December 31, 2012, ExpressJet was operating 11. The remaining lease terms
of the 34 additional aircraft currently run through December 31, 2022. We anticipate that the 14 remaining CRJ900 aircraft will be delivered by
June 2013. We anticipate that all 66 CRJ200 aircraft will be removed from the Delta Connection Agreements by December 31, 2015. Of the 66
CRIJ200s scheduled to be removed from Delta operations, 41 CRJ200s are subleased from Delta for a nominal amount, which are scheduled to
be returned to Delta without obligation to us.

SkyWest Airlines United Express Agreement

SkyWest Airlines and United are parties to the SkyWest Airlines United Express Agreement entered into on July 31, 2003. As of
December 31, 2012, SkyWest Airlines operated 70 CRJ700s, 78 CRJ200s and 34 Brasilia turboprops under the SkyWest Airlines United
Express Agreement, flying a total of approximately 1,050 United Express flights per day between Chicago (O'Hare), Denver, Houston, Los
Angeles, San Francisco or Washington Dulles and designated outlying destinations. Generally, under the SkyWest Airlines United Express
Agreement, United retains all air fares, cargo rates, mail charges and other revenues associated with each flight.

In exchange for providing the designated number of flights and performing SkyWest Airlines' obligations under the SkyWest Airlines
United Express Agreement, SkyWest Airlines receives from United compensation (subject to an annual adjustment) of a fixed fee per completed
block hour, a fixed fee per completed departure, a fixed fee per passenger, and a fixed fee for overhead and aircraft costs. The SkyWest Airlines
United Express Agreement provides for incentives based upon SkyWest Airlines' performance, including on-time arrival performance and
completion percentage rates. Additionally, certain of SkyWest Airlines' operating costs are reimbursed by United, including costs related to fuel
and aircraft ownership. As of December 31, 2012, 25 of the 34 Brasilia turboprops and 17 of the 78 CRJ200s SkyWest Airlines operated under
the SkyWest Airlines United Express Agreement were operated under a revenue-sharing arrangement. On October 16, 2009, SkyWest Airlines
and United agreed to extend the right of SkyWest Airlines to operate 40 regional jet aircraft under the SkyWest Airlines United Express
Agreement until the end of their respective lease terms.

United has the option, upon twelve months prior notice, to extend the SkyWest Airlines United Express Agreement for five years. The
SkyWest Airlines United Express Agreement is scheduled to
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terminate in 2024. The SkyWest Airlines United Express Agreement is subject to early termination in various circumstances including:

if SkyWest Airlines or United fails to fulfill an obligation under the SkyWest Airlines United Express Agreement for a
period of 60 days after written notice to cure;

if SkyWest Airlines' operations fall below certain performance levels for a period of three consecutive months;

subject to limitations imposed by the U.S. Bankruptcy Code, if the other party becomes insolvent, fails to pay its debts when
due, takes action leading to its cessation as a going concern, makes an assignment of substantially all of its assets, or ceases

or suspends operations;

if bankruptcy proceedings are commenced against the other party (subject to limitations imposed by the U.S. Bankruptcy
Code) and certain specified conditions are not satisfied; or

if SkyWest Airlines operates, subject to certain exceptions, any additional regional jets or turboprop aircraft pursuant to a
marketing or code-share relationship with any party other than United to provide hub service at United's hubs in Chicago
(O'Hare), Denver, San Francisco, Seattle/Tacoma, or Washington, D.C. (Dulles International Airport).

ExpressJet United CPA

Effective November 12, 2010, ExpressJet Delaware and Continental entered into the United CPA, whereby ExpressJet Delaware agreed to
provide regional airline service in the Continental flight system. The rights and obligations of ExpressJet Delaware under the United CPA
became the rights and obligations of ExpressJet as a consequence of the ExpressJet Combination. The rights and obligations of Continental
under the United CPA became the rights and obligations of United as a consequence of United's merger with Continental in 2010.

The United CPA provides for a ten-year term, subject to early termination by United or ExpressJet upon the occurrence of certain events.
United's termination rights include the right to terminate the United CPA if ExpressJet's performance falls below identified standards (and such
failure is not cured within 60 days following receipt of notice), upon the occurrence of a labor strike lasting 15 days or longer and upon the
occurrence of a material default under certain lease agreements relating to aircraft operated by ExpressJet under the United CPA (provided that
such material default is not cured within 60 days following receipt of notice). ExpressJet's termination rights include the right to terminate the
United CPA if United fails to make payment of $500,000 or more due to ExpressJet under the United CPA and such failure is not cured within
five business days following receipt of notice.

Under the terms of the United CPA, ExpressJet operates 220 ERJ145s and seven ERJ135s in the United flight system. All of the ERJ145s
and ERJ 135s are leased to ExpressJet by United pursuant to sublease or lease agreements. Upon the expiration of the United CPA, ExpressJet is
obligated to return the subleased or leased aircraft to United.

Under the terms of the United CPA, United has agreed to compensate ExpressJet on a monthly basis based on the block hours flown by
ExpressJet and the weighted average number of aircraft operated by ExpressJet under the United CPA. Additionally, ExpressJet may earn
incentive compensation for good operating performance, but is subject to financial penalties for poor operating performance. The parties to the
United CPA have made customary representations, warranties and covenants, and the United CPA contains other provisions typical of
agreements of this kind, including with respect to various operational, marketing and administrative matters.

11

12



Edgar Filing: SKYWEST INC - Form 10-K

Table of Contents
ExpressJet United Express Agreements

ExpressJet and United are parties to two ExpressJet United Express Agreements, consisting of a United Express Agreement initially
executed between ExpressJet Delaware and United, dated December 1, 2009, and a United Express Agreement initially executed between
Atlantic Southeast and United, dated February 10, 2010. As of December 31, 2012, ExpressJet operated 22 ERJ145s and 14 CRJ200s under the
United Express Agreements. Generally, under the ExpressJet United Express Agreements, United retains all air fares, cargo rates, mail charges
and other revenues associated with each flight.

In exchange for providing the designated number of flights and performing ExpressJet's obligations under the ExpressJet United Express
Agreements, ExpressJet receives from United compensation (subject to an annual adjustment) of a fixed fee per completed block hour, fixed fee
per completed departure, fixed fee per passenger and a fixed fee for overhead and aircraft costs. The ExpressJet United Express Agreements
provide for incentives based upon ExpressJet's performance, including on-time arrival performance and completion percentage rates.
Additionally, certain of ExpressJet's operating costs are reimbursed by United, including fuel costs.

ExpressJet's rights to fly aircraft under the ExpressJet United Express Agreements expire in two tranches: the agreements expire with
respect to 22 ERJ145s on April 30, 2015, and 14 CRJ200s during 2015. Under the agreements, United must notify ExpressJet of its intention to
renew each tranche of aircraft not less than six months prior to the end of the term for such aircraft.

SkyWest Airlines American Agreement

On September 11, 2012, SkyWest Airlines and American entered into the SkyWest Airlines American Agreement. As of December 31,
2012, SkyWest Airlines operated 12 CRJ200s under the SkyWest Airlines American Agreement, flying approximately 85 American Eagle
flights per day between Los Angeles and designated outlying destinations. Generally, under the SkyWest Airlines American Agreement,
American retains all air fares, cargo rates, mail charges and other revenues associated with each flight.

In exchange for providing the designated number of flights and performing SkyWest Airlines' obligations under the SkyWest Airlines
American Agreement, SkyWest Airlines receives from American compensation (subject to an annual adjustment) of a fixed fee per completed
block hour, a fixed fee per completed departure, a fixed fee per passenger, and a fixed fee for overhead and aircraft costs. The SkyWest Airlines
American Agreement provides for incentives and penalties based upon SkyWest Airlines' performance, including on-time arrival performance,
completion percentage rates and customer complaints. Additionally, certain of SkyWest Airlines' operating costs are reimbursed or paid directly
by American, including costs related to fuel.

The SkyWest Airlines American Agreement is scheduled to terminate in 2016. The SkyWest Airlines American Agreement is subject to
early termination in various circumstances including:

if SkyWest Airlines or American fails to fulfill an obligation under the SkyWest Airlines American Agreement for a period
of 30 days after written notice to cure;

if SkyWest Airlines' operations fall below certain performance levels;

subject to limitations imposed by the U.S. Bankruptcy Code, if the other party makes a general assignment for the benefit of
creditors or becomes insolvent; or

if bankruptcy proceedings are commenced against the other party (subject to limitations imposed by the U.S. Bankruptcy
Code) and certain specified conditions are not satisfied.
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ExpressJet American Agreement

On September 11, 2012, ExpressJet and American entered into the ExpressJet American Agreement. During the first quarter of 2013,
ExpressJet is scheduled to begin operating 11 CRJ200s under the ExpressJet American Agreement between Dallas and designated outlying
destinations. Generally, under the ExpressJet American Agreement, American retains all air fares, cargo rates, mail charges and other revenues
associated with each flight.

In exchange for providing the designated number of flights and performing ExpressJet's obligations under the ExpressJet American
Agreement, ExpressJet is entitled to receive from American compensation (subject to an annual adjustment) of a fixed fee per completed block
hour, a fixed fee per completed departure, a fixed fee per passenger, and a fixed fee for overhead and aircraft costs. The ExpressJet American
Agreement provides for incentives and penalties based upon ExpressJet's performance, including on-time arrival performance, completion
percentage rates and customer complaints. Additionally, certain of ExpressJet's operating costs are reimbursed or paid directly by American,
including costs related to fuel.

The ExpressJet American Agreement is scheduled to terminate in 2017. The ExpressJet American Agreement is subject to early termination
in various circumstances including:

if ExpressJet or American fails to fulfill an obligation under the ExpressJet American Agreement for a period of 30 days
after written notice to cure;

if ExpressJet's operations fall below certain performance levels;

subject to limitations imposed by the U.S. Bankruptcy Code, if the other party makes a general assignment for the benefit of
creditors or becomes insolvent; or

if bankruptcy proceedings are commenced against the other party (subject to limitations imposed by the U.S. Bankruptcy
Code) and certain specified conditions are not satisfied.

SkyWest Airlines Alaska Capacity Purchase Agreement

On April 13,2011, SkyWest Airlines and Alaska entered into the SkyWest Airlines Alaska Capacity Purchase Agreement. As of
December 31, 2012, SkyWest Airlines operated five CRJ700s under the SkyWest Airlines Alaska Capacity Purchase Agreement, flying
approximately 25 Alaska flights per day between Seattle or Portland and designated outlying destinations. Generally, under the SkyWest
Airlines Alaska Capacity Purchase Agreement, Alaska retains all air fares, cargo rates, mail charges and other revenues associated with each
flight.

In exchange for providing the designated number of flights and performing SkyWest Airlines' obligations under the SkyWest Airlines
Alaska Capacity Purchase Agreement, SkyWest Airlines receives from Alaska compensation (subject to an annual adjustment) of a fixed fee per
completed block hour, a fixed fee per completed departure, a fixed fee per passenger, and a fixed fee for overhead and aircraft costs.
Additionally, certain of SkyWest Airlines' operating costs are reimbursed or paid directly by Alaska, including costs related to fuel and aircraft
ownership.

The SkyWest Airlines Alaska Capacity Purchase Agreement is scheduled to terminate in 2018. The SkyWest Airlines Alaska Capacity

Purchase Agreement is subject to early termination in various circumstances including:

if SkyWest Airlines or Alaska fails to fulfill an obligation under the SkyWest Airlines Alaska Capacity Purchase Agreement
for a period of 30 days after written notice to cure;

if SkyWest Airlines' operations fall below certain performance levels;
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subject to limitations imposed by the U.S. Bankruptcy Code, if the other party makes a general assignment for the benefit of
creditors or becomes insolvent; or

if bankruptcy proceedings are commenced against the other party (subject to limitations imposed by the U.S. Bankruptcy
Code) and certain specified conditions are not satisfied.

SkyWest Airlines US Airways Express Agreement

On November 17, 2011, SkyWest Airlines and US Airways entered into the SkyWest Airlines US Airways Express Agreement. As of
December 31, 2012, SkyWest Airlines operated 14 CRJ200s under the SkyWest Airlines US Airways Express Agreement, flying a total of
approximately 90 US Airways Express flights per day between Phoenix and designated outlying destinations. Additionally, as of December 31,
2012, SkyWest Airlines operated one CRJ200s under a revenue-sharing arrangement. Generally, under the SkyWest Airlines US Airways
Express Agreement, US Airways retains all air fares, cargo rates, mail charges and other revenues associated with each flight.

In exchange for providing the designated number of flights and performing SkyWest Airlines' obligations under the SkyWest Airlines US
Airways Express Agreement, SkyWest Airlines receives from US Airways compensation (subject to an annual adjustment) of a fixed fee per
completed block hour, a fixed fee per completed departure, a fixed fee per passenger, and a fixed fee for overhead and aircraft costs. The
SkyWest Airlines US Airways Express Agreement provides for incentives and penalties based upon SkyWest Airlines' performance, including
on-time arrival performance and completion percentage rates. Additionally, certain of SkyWest Airlines' operating costs are reimbursed by US
Airways, including costs related to fuel and insurance.

The SkyWest Airlines US Airways Agreement is scheduled to terminate in 2015. The SkyWest Airlines US Airways Express Agreement is
subject to early termination in various circumstances including:

if SkyWest Airlines or US Airways fails to fulfill an obligation under the SkyWest Airlines US Airways Express Agreement
for a period of 30 days after written notice to cure;

if SkyWest Airlines' operations fall below certain performance levels;

subject to limitations imposed by the U.S. Bankruptcy Code, if the other party becomes insolvent, fails to pay its debts when
due, takes action leading to its cessation as a going concern, makes an assignment of substantially all of its assets, or ceases

or suspends operations; or

if bankruptcy proceedings are commenced against the other party (subject to limitations imposed by the U.S. Bankruptcy
Code) and certain specified conditions are not satisfied.

Markets and Routes

As of December 31, 2012, SkyWest Airlines and ExpressJet scheduled the following daily flights as a United Express carrier: 610 flights to
or from Houston International Airport, 425 flights to or from Chicago O'Hare International Airport, 325 flights to or from Denver International
Airport, 300 flights to or from San Francisco International Airport, 250 flights to or from Los Angeles International Airport, 275 flights to or
from Newark International Airport, 150 flights to or from Washington Dulles International Airport and 90 flights to or from Cleveland
International Airport.

As of December 31, 2012, SkyWest Airlines and ExpressJet scheduled the following daily flights as Delta Connection carriers: 530 flights
to or from Hartsfield Jackson Atlanta International Airport, 300 flights to or from Salt Lake City International Airport, 175 flights to or from
Minneapolis International Airport, 125 flights to or from Detroit International Airport, 70 flights to or from Mempbhis International Airport and
50 flights to or from Cincinnati/Northern Kentucky International Airport.
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As of December 31, 2012, SkyWest Airlines scheduled 90 daily flights as a US Airways Express carrier to or from Phoenix International
Airport.

As of December 31, 2012, SkyWest Airlines scheduled 85 daily flights as an American Eagle carrier to or from Los Angeles International
Airport.

As of December 31, 2012, SkyWest Airlines scheduled ten daily flights as an Alaska carrier to or from Portland International Airport and
15 daily flights as an Alaska carrier to or from Seattle-Tacoma International Airport.

Our flight schedules are structured to facilitate the connection of our passengers with flights of our major partners at the airports we serve.
Training and Aircraft Maintenance

SkyWest Airlines and ExpressJet employees perform substantially all routine airframe and engine maintenance and periodic inspection of
equipment at their respective maintenance facilities, and provide substantially all training to SkyWest Airlines and ExpressJet crew members
and maintenance personnel at their respective training facilities. SkyWest Airlines and ExpressJet also contract with third party vendors for
non-routine airframe and engine maintenance.

Fuel

Historically, we have not experienced problems with the availability of fuel, and believe we will be able to obtain fuel in quantities
sufficient to meet our existing and anticipated future requirements at competitive prices. Standard industry contracts generally do not provide
protection against fuel price increases, nor do they ensure availability of supply; however, our code-share agreements with Delta, United,
American, Alaska and US Airways provide for fuel used in the performance of the code-share agreements to be reimbursed by our major
partners, thereby reducing our exposure to fuel price fluctuations. During the year ended December 31, 2012, United purchased the majority of
the fuel for our United aircraft under contract directly from its fuel vendors; and Delta purchased the majority of the fuel for our Delta aircraft
under contract directly from its fuel vendors. A substantial increase in the price of jet fuel, to the extent our fuel costs are not reimbursed, or the
lack of adequate fuel supplies in the future, could have a material adverse effect on our business, financial condition, results of operations or
liquidity.

Employee Matters
Railway Labor Act

Our relations with labor unions in the U.S. are governed by the Railway Labor Act (the "RLA"). Under the RLA, a labor union seeking to
represent an unrepresented craft or class of employees is required to file with the National Mediation Board (the "NMB") an application alleging
a representation dispute, along with authorization cards signed by at least 35% of the employees in that craft or class. The NMB then
investigates the dispute and, if it finds the labor union has obtained a sufficient number of authorization cards, conducts an election to determine
whether to certify the labor union as the collective bargaining representative of that craft or class. Under the NMB's usual rules, a labor union
will be certified as the representative of the employees in a craft or class only if more than 50% of those employees vote for union
representation. A certified labor union then enters into negotiations toward a collective bargaining agreement with the employer.

Under the RLA, a collective bargaining agreement between an airline and a labor union does not expire, but instead becomes amendable as
of a stated date. Either party may request that the NMB appoint a federal mediator to participate in the negotiations for a new or amended

agreement. If no agreement is reached in mediation, the NMB may determine, at any time, that an impasse exists and
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offer binding arbitration. If either party rejects binding arbitration, a 30-day "cooling off" period begins. At the end of this 30-day period, the
parties may engage in "self help," unless the U.S. President appoints a Presidential Emergency Board ("PEB") to investigate and report on the
dispute. The appointment of a PEB maintains the "status quo" for an additional 60 days. If the parties do not reach agreement during this period,
the parties may then engage in "self help." "Self help" includes, among other things, a strike by the union or the imposition of proposed changes
to the collective bargaining agreement by the airline. Congress and the President have the authority to prevent "self help" by enacting legislation
that, among other things, imposes a settlement on the parties.

Collective Bargaining

As of December 31, 2012, we had 18,145 full-time equivalent employees. Approximately 42% of these employees were represented by
unions, including the employee groups listed in the table below. Notwithstanding the completion of the ExpressJet Combination, ExpressJet's
employee groups continue to be represented by those unions who provided representation prior to the ExpressJet Combination. Accordingly, the
following table refers to ExpressJet's employee groups based upon their union affiliations prior to the ExpressJet Combination.

Approximate
Number of
Active Employees

Employee Group Represented Representatives Status of Agreement
Atlantic Southeast Pilots 1,620 Air Line Pilots Association International Amendable
Atlantic Southeast Flight Attendants 940 International Association of Machinists and ~ Amendable

Aerospace Workers
Atlantic Southeast Flight Controllers 70 Transport Workers Union of America Amendable
Atlantic Southeast Mechanics 420 International Brotherhood of Teamsters Amendable
Atlantic Southeast Stock Clerks 70 International Brotherhood of Teamsters Amendable
ExpressJet Delaware Pilots 2,560 Air Line Pilots Association International Amendable
ExpressJet Delaware Flight Attendants 1,200 International Association of Machinists and ~ Amendable

Aerospace Workers
ExpressJet Delaware Mechanics 670 International Brotherhood of Teamsters Amendable
ExpressJet Delaware Dispatchers 80 Transport Workers Union of America Amendable
ExpressJet Delaware Stock Clerks 75 International Brotherhood of Teamsters Amendable

The successful combination of the employee groups of ExpressJet Delaware and Atlantic Southeast and achievement of the anticipated
benefits of our acquisition of ExpressJet Delaware will depend significantly on the results of our efforts to integrate the work groups of Atlantic
Southeast and
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ExpressJet Delaware and on maintaining productive employee relations. The integration of the workforces of ExpressJet Delaware and Atlantic
Southeast has been, and we anticipate it will continue to be, challenging. Completing the integration of the workforces of the two airlines will
require the resolution of potentially difficult issues relating to representation of various work groups and the relative seniority of the work groups
at each carrier. Unexpected delays or expenses or other challenges to integrating the workforces could impact the anticipated synergies from the
ExpressJet Combination and affect our financial performance.

As of December 31, 2012, SkyWest and SkyWest Airlines collectively employed 9,300 full-time equivalent employees, consisting of 5,377
pilots and flight attendants, 2,441 customer service personnel, 1,281 mechanics and other maintenance personnel, and 201 administration and
support personnel. None of these employees are currently represented by a union. Collective bargaining group organization efforts among
SkyWest Airlines' employees do, however, occur from time to time and we anticipate that such efforts will continue in the future. If unionization
efforts are successful, we may be subjected to risks of work interruption or stoppage and/or incur additional expenses associated with increased
union representation of our employees. Neither SkyWest nor SkyWest Airlines has ever experienced a work stoppage due to a strike or other
labor dispute, and we consider SkyWest Airlines' relationships with its employees to be good.

Government Regulation

All interstate air carriers, including SkyWest Airlines and ExpressJet, are subject to regulation by the U.S. Department of Transportation
(the "DOT"), the FAA and other governmental agencies. Regulations promulgated by the DOT primarily relate to economic aspects of air
service. The FAA requires operating, air worthiness and other certificates; approval of personnel who may engage in flight, maintenance or
operating activities; record-keeping procedures in accordance with FAA requirements; and FAA approval of flight training and retraining
programs. Generally, governmental agencies enforce their regulations through, among other methods, certifications, which are necessary for the
continued operations of SkyWest Airlines and ExpressJet, and proceedings, which can result in civil or criminal penalties or revocation of
operating authority. The FAA can also issue maintenance directives and other mandatory orders relating to, among other things, grounding of
aircraft, inspection of aircraft, installation of new safety-related items and the mandatory removal and replacement of aircraft parts.

We believe SkyWest Airlines and ExpressJet are operating in compliance with FAA regulations and hold all operating and airworthiness
certificates and licenses which are necessary to conduct their respective operations. We incur substantial costs in maintaining current
certifications and otherwise complying with the laws, rules and regulations to which SkyWest Airlines and ExpressJet are subject. SkyWest
Airlines' and ExpressJet's flight operations, maintenance programs, record keeping and training programs are conducted under FAA approved
procedures. SkyWest Airlines and ExpressJet do not currently operate at any airports where landing slots are restricted.

All air carriers operating in the United States of America are required to comply with federal laws and regulations pertaining to noise
abatement and engine emissions. All such air carriers are also subject to certain provisions of the Federal Communications Act of 1934, as
amended, because of their extensive use of radio and other communication facilities. SkyWest Airlines and ExpressJet are also subject to certain
federal and state laws relating to protection of the environment, labor relations and equal employment opportunity. We believe SkyWest Airlines
and ExpressJet are in compliance in all material respects with these laws and regulations.

17

19



Edgar Filing: SKYWEST INC - Form 10-K

Table of Contents
Environmental Matters

SkyWest, SkyWest Airlines and ExpressJet are subject to various federal, state, local and foreign laws and regulations relating to
environmental protection matters. These laws and regulations govern such matters as environmental reporting, storage and disposal of materials
and chemicals and aircraft noise. We are, and expect in the future to be, involved in various environmental matters and conditions at, or related
to, our properties. We are not currently subject to any environmental cleanup orders or actions imposed by regulatory authorities. We are not
aware of any active material environmental investigations related to our assets or properties.

Safety and Security

We are committed to the safety and security of our passengers and employees. Since the September 11, 2001 terrorist attacks, SkyWest
Airlines and ExpressJet have taken many steps, both voluntarily and as mandated by governmental agencies, to increase the safety and security
of their operations. Some of the safety and security measures we have taken with our code-share partners include: aircraft security and
surveillance, positive bag matching procedures, enhanced passenger and baggage screening and search procedures, and securing of cockpit
doors. We are committed to complying with future safety and security requirements.

Insurance

SkyWest, SkyWest Airlines and ExpressJet maintain insurance policies we believe are of types customary in the industry and in amounts
we believe are adequate to protect against material loss. These policies principally provide coverage for public liability, passenger liability,
baggage and cargo liability, property damage, including coverage for loss or damage to our flight equipment, and workers' compensation
insurance. We cannot assure, however, that the amount of insurance we carry will be sufficient to protect us from material loss.

Seasonality

Our results of operations for any interim period are not necessarily indicative of those for the entire year, in part because the airline industry
is subject to seasonal fluctuations and general economic conditions. Our operations are somewhat favorably affected by pleasure travel on our
pro-rate routes, historically contributing to increased travel in the summer months, and are unfavorably affected by decreased business travel
during the months from November through January and by inclement weather which occasionally results in cancelled flights, principally during
the winter months.

ITEM 1A. RISKFACTORS

In addition to factors discussed elsewhere in this Report, the following are important risks which could adversely affect our future results.
Additional risks and uncertainties not presently known to us or that we currently do not deem material may also impair our business operations.
If any of the risks we describe below occur, or if any unforeseen risk develops, our operating results may suffer, our financial condition may
deteriorate, the trading price of our common stock may decline and investors could lose all or part of their investment in us.

Risks Related to Our Operations

We are highly dependent on Delta and United.
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