Key Figures

In the following pages you will see a comparison of the key figures from year -2 including the first full year of operations with Falcon Airlines new management. The company’s performance will be shown with the help of table 1.0 below.

Table 1.0
	Key figures year -2 up to 1 inclusive

	Period
	Revenue
Passenger
miles
	Available
seat miles
	Cost per
available
seat mile
	Yield per
available
seat mile
	Load factor
	Net profits/

losses
	Employee Turnover

	Year – 1

	Start-up
	4,259,321
	8,147,200
	0.178
	0.183
	52.2 %
	$      24,116
	8.64 %

	Q-1
	6,035,954
	8,147,200
	0.189
	0.215
	74 %
	     $      12,4766
	3.7 %

	Q-2
	7,961,158
	10,883,200
	0.188
	0.212
	73 %
	     $       15,6942
	3.7 %

	Q-3
	10,697,692
	13,710,400
	0.193
	0.226
	78 %
	     $       209,836
	5.09 %

	Q-4
	10,594,970
	13,619,200
	0.197
	0.226
	77 %
	   $     230,659
	2.3 %

	Year 2

	Q-5
	13,499,734
	16,112,000
	0.203
	0.238
	83 %
	    $      349,855
	3.07 %

	Q-6
	13,217,270
	16,385,600
	0.204
	0.218
	81 %
	     $      156,899
	1.84 %

	Q-7
	17,724,504
	21,158,400
	0.221
	0.226
	84 %
	  $      93,611
	4.0 %

	Q-8
	30,347,767
	37,878,400
	0.211
	0.213
	80 %
	     $      109,439
	4.2 %


Based on the results in table 1.0 above, the following is a brief analysis and comparison on all the figures included.

Revenue Passenger Miles: The average for the revenue passenger miles for the first year is 8.822.443, while the average for the second year is 18.547.318. This shows that the airline has increased the RPM by 10 million miles. The table also shows that steady increase over the two year period.

Available seat miles: Here we can see that the ASM on average in the first year is 11.590.000, while for the second year it is 220883.600, this is an increase of more than 11 million, and the table also shows that the seat miles increased the most in the 8th quarter.

Cost per available seat mile: The average cost CPASM in the first year is 0.192 while in the second year it is 0.211; this is an increase of 0.019 in the space of one year. The table shows that costs have increased almost each quarter.

Yield per available seat mile: The average YPASM for the first year is 0.219. In the second year the average was 0.222.

Load Factor: the average load factor for the first year was 75.5 %, and the average load factor for second year was 82%, this shows that there has been an increase of 6.5 % in passenger demand in the second year of operations. 

Net Profits: The figures show that the organization made profit in both years, the figures also show that the profit increased steadily over the eight Quarters. The average profit for the first year was 195.550 $ per quarter. The average profit per quarter for the second year was 177.451 $. This is a decrease of 18.099 $ in the second year of operations. This is because in quarter 7 there was some problem with the transactions we made, but was then recovered in quarter 8.

Employee turnover: The average employee turnover per quarter for the first year was 3.7 %, while the average employee turnover for the second year was 3.3 %. These figures show that the turnover rate decreased by 10.4 % in the second year of operations. 

Fleet Status:

	Number of Aircraft
	Aircraft Type
	Seat Number
	Book Value Q-8

	7
	Beechcraft 1900
	133
	$ 8.956,250

	7
	Beechcraft 1900
	133
	Leased
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Beechcraft 1900

Report of the Executive Board

This section of the report will represent the performance of our Airline in the various sections of operations. This section will start with explaining the products and services which are offered, and then it shall continue by stating the markets which are currently served and the future market development opportunities. Then we will explain the organizational structure of the organization, personal and the realised investments of the airline in the past two operating years. 

B.1.1Products and services:

When compared to the previous years of operation the products and services which are now offered to the customers are far greater than ever before in the airlines history. The airline started flights with three 19 seat aircraft, at this moment the airline flies to different markets. The frequency of flights to various markets is also increased to a minimum of three flights per day which increases the quality of our services.

In total the airline now has 14 aircrafts serving various markets; the plan for the future is to continue to increase market share and fleet development. Only through these two aspects can the airline maintain its competitive advantage and develop its self as the market leader in the budget airline market type. 

B.1.2Markets:

In the first operational year the markets which were served were very limited, at the end of this operational year the airline is serving various markets which range from Resort destination to regional hubs and medium cities. The number of markets we entered was also based on how many aircrafts we have and where the demand is higher at different times. This also influenced the number of times we flew to a market per day, which was an average of two times.

B.1.3.Organizational structure & Personnel:

When compared to previous years the airline has increased its workforce substantially, at this moment the airline has over 380 employees on its pay list. The personnel range from mechanists to pilots. When the managed team took over the airline the company employed 81 personnel, the turnover rate was more than 8 %, and with the new managed team the employee turnover rate has been decreased to an average turnover rate per quarter in First year of 2.9 % and then increased again in the seconded year to 5.2%.

B.1.4.Realised Investments: 

The last two years have been very busy for the organization, many changes needed to take place and in order for these changes to take places funds are required and investments need to be made.

The largest investment took place in the 7th quarter when the airline took a loan from the bank with 4 million dollars to purchase two aircrafts.

In addition a lot has been done to improve the training and quality of staff members, with the aim of improving employee skills and abilities and increasing customer satisfaction.

The airline also invested in market research and advertising, these aspects are very important for an organization as they create consumer awareness and distinguish us from the competition.

B.2.Research and Development
In the first quarter of year one we didn’t paid the full amount for the market research because we think it’s useless and not beneficial also us a budget airline $31000 is a lot, then we know that its include very important information which will help us to increase our profit such us what the other airlines are doing and in to which market they are flying, how’s doing cargo business and how’s not, about other airlines fleet, we us a 

team decided to pay the full amount of money every quarter to get the full market research and we did a very good job forming a  decision.
B.3. Future activates:
Falcon airlines decided in the future to buy more aircrafts to travel all over the United States also to enter new markets to achieve the biggest number of customers, to gain good reputation and be the leading budget airlines in the area.
Falcon Airline Organizational Chart
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As it can be seen from the organizational chart above Falcon Airline has a clear organizational structure which sole purpose is to support the operations of the organization. This type of organizational structure allows smooth information exchange and effective communication flow throughout the organization. The president of the airline is there to develop and ensure that the organization stays in line with the strategy of the organization. The vice president of finance and maintenance has the responsibility to ensure that the organization has the resources needed in order to serve the customer’s needs and put the organisational strategy into action. The vice president of HR and Operations ensures that the strategy is implemented by employing the right people for the right job and ensuring smooth operations of the airline. The vice president of marketing is there to ensure that the organization achieves its objectives in terms of market development and customer demand. 

Annual Account

This part of the annual report will show the balance sheets and income statements for the first and second year ended. An analysis will also be given regarding the accounts of the first and second year.

C.1.Balance sheet
       C.1.1The Balance sheet for the end of year 1

	Balance Sheet 1st Year

	Cash
	
	722852
	 

	Short-term investment
	
	0
	 

	Accounts Receivable
	
	1229016
	 

	Total Current assets
	
	1951868
	 

	Aircrafts:
	
	
	 

	Cost
	2500000
	
	 

	Depreciation
	97500
	
	 

	Net Aircrafts
	1525000
	
	 

	Facilities
	80000
	
	 

	Total fixed assets
	
	1605000
	 

	 
	
	
	 

	Total assets
	
	3525868
	 

	 
	
	
	 

	 
	
	
	 

	Accounts Payable
	648935
	
	 

	Short term loans
	150000
	
	 

	Total current liab
	
	798935
	 

	 
	
	
	 

	Long term loans
	276711
	
	 

	Total liabilities
	
	1075646
	 

	 
	
	
	 

	Common Stock
	1500000
	
	 

	Retained Earnings 
	970222
	
	 

	Total equity
	
	247022
	 

	 
	
	
	 

	Total Liab & equity
	3545868
	
	 


C.1.2.The Balance sheet for the end of year 2

	Balance Sheet 2nd Year

	Cash
	
	
	418850
	 

	Short-term investment
	0
	 

	Accounts Receivable
	3226921
	 

	Total Current Assets
	
	3645771
	 

	Aircrafts:
	
	
	
	 

	Cost
	
	10500000
	
	 

	Depreciation
	1360000
	
	 

	Net Aircrafts
	9140000
	
	 

	Facilities
	
	60000
	
	 

	Total fixed assets
	
	9200000
	 

	 
	
	
	
	 

	Total assets
	
	12845771
	 

	 
	
	
	
	 

	 
	
	
	
	 

	Accounts Payable
	1979114
	
	 

	Short term loans
	150000
	
	 

	Total current liab
	
	2129114
	 

	 
	
	
	
	 

	Long term loans
	7536631
	
	 

	Total liabilities
	
	9665745
	 

	 
	
	
	
	 

	Common Stock
	1500000
	
	 

	Retained Earnings 
	1680026
	
	 

	Total equity
	
	3180026
	 

	 
	
	
	
	 

	Total Liab & equity
	12845771
	
	 


When you observe the balance sheets for the years ended 1 and 2 you can tell that there has been a change. The total assets at the end of the second year are much greater than the total assets at the end of the first year it has grown four times greater than it used to be.
C.2.Income statement 
      C.2.1.Income statement for the first year ended

	Income Statement 1st Year

	Gross revenue 
	
	
	
	10234026

	Commissions
	
	
	
	931294

	Refunds
	
	
	
	761045

	Interest Income
	
	
	
	0

	Net Revenue
	
	
	
	8541687

	Expenses:
	
	
	
	 

	Flight operation
	
	
	1672948
	 

	Fuel
	
	
	1315526
	 

	Maintenance
	
	
	1457947
	 

	Passenger service
	
	
	1136619
	 

	Cabin service
	
	
	0
	 

	Insurance
	
	
	58140
	 

	Promotion & advertising
	
	
	66180
	 

	Sales force cost
	
	
	12000
	 

	Add.Emp compensation
	
	
	76000
	 

	Quality and training
	
	
	65300
	 

	 Hiring /OJT Cost
	
	
	54000
	 

	Social performance
	
	
	61036
	 

	Market research
	
	
	108200
	 

	Interest Exp (net)
	
	
	40223
	 

	Lease payment
	
	
	400000
	 

	Administrative EXP
	
	
	500000
	 

	Depreciation
	
	
	195000
	 

	Other expense
	
	
	0
	 

	Total Expense
	
	
	7219119
	 

	Operation profits/losses
	
	
	
	1322568

	Other profits /losses
	
	
	
	0

	Cargo profit/ losses less making
	
	
	
	0

	Profit before tax
	
	
	
	1322568

	Less income tax
	
	
	
	521465

	Net profit after tax
	
	
	
	801103

	Dividends paid
	
	
	
	0

	Profit retained
	
	
	
	801103


C.2.2.Income Statement for the second year ended

	Income Statement 2nd Year

	Gross revenue 
	
	
	
	
	20251878
	 

	Commissions
	
	
	
	
	1842919
	 

	Refunds
	
	
	
	
	
	880859
	 

	Interest Income
	
	
	
	
	0
	 

	Net Revenue
	
	
	
	
	17528100
	 

	Expenses:
	
	
	
	
	
	 

	Flight operation
	
	
	
	3295237
	
	 

	Fuel
	
	
	
	
	3250132
	
	 

	Maintenance
	
	
	
	2929872
	
	 

	Passenger service
	
	
	
	2376823
	
	 

	Cabin service
	
	
	
	0
	
	 

	Insurance
	
	
	
	246240
	
	 

	Promotion & advertising
	
	
	235445
	
	 

	Sales force cost
	
	
	
	72000
	
	 

	Add.Emp compensation
	
	
	258400
	
	 

	Quality and training
	
	
	
	135646
	
	 

	Hiring /OJT Cost
	
	
	
	105000
	
	 

	Social performance
	
	
	
	68036
	
	 

	Market research
	
	
	
	124000
	
	 

	Interest Exp (net)
	
	
	
	278786
	
	 

	Lease payment
	
	
	
	1440000
	
	 

	Administrative EXP
	
	
	
	1100000
	
	 

	Depreciation
	
	
	
	405000
	
	 

	Other expense
	
	
	
	108444
	
	 

	Total Expense
	
	
	
	16429061
	
	 

	Operation profits/losses
	
	
	
	1099039
	 

	Other profits /losses
	
	
	
	157764
	 

	Cargo profit/ losses less
	
	
	0
	 

	Profit before tax
	
	
	
	
	1256803
	 

	Less income tax
	
	
	
	
	473199
	 

	Net profit after tax
	
	
	
	
	783604
	 

	Dividends paid
	
	
	
	
	0
	 

	Profit retained
	
	
	
	
	783604
	 


By observing the two income statement you can tell that the net revenue in the second year exceeded the first year by 8,986,413. The revenue almost doubled in the second year. However, the operating expenses also exceed in the second year by 1,622,289. In conclusion the profit retained in the second year was 783,604 and the profit retained in the first year was 801,103. The profits retained in the first year were much greater than the profit retained in the second year.
Part (D): Source and Application of Funds Statement

D.1.Statement (cash flow)

        D.1.1.Cash Flow analysis for the first year ended

	Cash Flow

	

	Beginning Cash
	85785
	 

	Short term investment
	0
	 

	60% of gross revenue
	6140414
	 

	Accounts receivable
	3460900
	 

	Stock sold & Int income
	0
	 

	Loan Proceed
	0
	 

	Oth Income & A/C Sale
	0
	 

	Cargo Income Exp
	0
	 

	Total Cash Inflow
	
	9687099

	 
	
	 

	Commissions / Refunds
	1692339
	 

	70% of oper expense
	4930111
	 

	Accounts Payable
	1808041
	 

	Income Tax
	521465
	 

	Total loan payment
	
	23289
	 

	Purchase S-T investment
	0
	 

	Dividends
	0
	 

	Equipment Purchase
	0
	 

	Net Cash
	
	711854

	Over drafting Loan
	
	0

	Ending Cash
	
	711854


D.1.2.Cash Flow Statement for the second year ended

	Cash Flow

	

	Beginning Cash
	711852
	 

	Short term Investment
	0
	 

	60% of gross revenue
	12151125
	 

	Accounts receivable
	6102846
	 

	Stock sold & Int income
	0
	 

	Loan Proceed
	7500000
	 

	Oth Income & A/C Sale
	157764
	 

	Cargo Income Exp
	0
	 

	Total Cash Inflow
	
	26623587

	 
	
	 

	Commissions / Refunds
	2723778
	 

	70% of oper expense
	11268500
	 

	Accounts payable
	3499179
	 

	Income Tax
	473199
	 

	Total loan payment
	240080
	 

	Purchase S-T Investment
	0
	 

	Dividends
	0
	 

	Equipment Purchase
	8000000
	 

	Net Cash
	
	418851

	Over drafting Loan
	
	0

	Ending Cash
	
	418851


By looking at the two cash flows you would be able to tell that the total cash inflow for the second year was 16,936,488 more than the first year. The inflow of cash increased drastically in the second year. The net cash in the negative, however, this was mainly due to the fact that we had a lot of accounts receivable which means that we did not get paid back yet at this point of time. Moreover, the ending cash in the second year was 418,852 which is a less than the first year since we had purchased a lot of equipment.

Part (E): Other Data

E.1.Other Data

In the second year our airline increased its number of aircrafts from 5 - 14 which gave us the ability to travel to new destination also serve more customer and making more profit. The stock price per share in the second year also increased from 37.02 to 38.54 which show that Falcon Airlines is going at the right way and doing better than the first year. The employee turnover in the first year was 2.94%.and in the second year it was 5.26%. That was still good because sometimes the employee turnover help you to renew the blood of the organization also the new employee could help you with new idea to improve the organization. Finally the load factor also increased in the second year. The average load factor for the first year was 77.8% and the average load factor for the second year is 83.2%.

E.2.Other Events after the balance sheet date

Falcon Airline bought a type one more Beechcraft-1900 and that makes it 15 aircrafts in total. We also took a loan from the bank value at 2,000,000 to purchase the Beechcraft-1900.
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Figure 1.2
As it can be seen on figure 1.2 in the majority of the quarters the stock price per share was between 30 and 40 dollars per share. When we look at the first quarter and the 9th quarter we can see that the share price increased by 18.61 dollars per share. This shows that the airline has been operating very well as the share price increased over the quarters and over the last two years. 

The share price is greatly influenced by the profit of the airline; this is the main reason as to why the share price fluctuated over the two year period. Even though the airline made profit in every quarter the share price feel and rose as the profits increased or decreased. The profits were greatly influenced by external factors such as weather which as we can see in quarter 7 and quarter 8 decreased the profits dramatically, this decreased resulted in the lower share price. Bur never the less when compared to the first quarter the other 11 quarters were far more better when compared to the share price of the first quarter of operations. In addition to that the stock price in quarter 11 was the highest out of all the airline industry.

conclusion

In this report we start by explaining the key figures which are divided to two parts the available from report and the calculated part. Next we move to the report of the executive board which divide to three parts .Then we clarify the annual account which divide to three parts which are balance sheet ,income statement and explain both of them .After that we give details the statement of cash flow and we explain it  in detail. Finally we include other data and explain the events after balance sheet data.

From the figures which were presented and analyzed in detail in the report Falcon Airline had two very successful and profitable years. The airline gained large sums of profit while at the same time maintaining it cost efficiency. Our strategy In Falcon Airline was to improve the serve quality which we provide; this was achieved according to plan. In the flowing year will bring much focus on quality and our determination is to raise the level of quality which Falcon Airline provides it to the passengers who use 

The two main objectives in the first two years have been achieved. The most important objective over all of them was to increase the airlines fleet in terms of size. This was achieved through careful acquisition of aircraft which in turn allowed the airline to expand its operations and serve more customers than before.

The future of Falcon Airline becomes very clear because our strategic will focus on switch from fleet and market development towards customer satisfaction and market dominance. We hope in the fallowing year to see more increase in customer quality and increase in the load factor. This would be achieved through various strategies which shall be implemented in the quarters to come. 
Falcon Airline
Page 15

