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To our Shareholders

I am pleased to report that for the year ended December 31, 2009, SkyWest, Inc., generated net
income of $83.7 million, or $1.47 in fully diluted earnings per share. Total revenues for the year were
$2.6 billion. The net income result can be added to our long history of reporting profits, but I feel
particularly pleased to be able to report our earnings when many in the airline industry continue to
report losses.

As I reflect on the year, it truly was one with significant headwinds. Despite those headwinds, we
experienced successes that allowed us to grow in an industry that is experiencing little growth. Many
carriers actually reduced their capacity by reducing the number of flights offered. Some of the successes
we experienced during the year were:

* Completed a funding transaction for $129 million with United Airlines that resulted in a
material extension of our contract flying for 40 CRJ200 aircraft through our SkyWest Airlines
subsidiary

* Diversified the operations of our Atlantic Southeast Airlines (“ASA”) subsidiary by completing
an arrangement for ASA to operate 14 CRJ200 aircraft for United Airlines

e Added 25 additional CRJ900 and CRJ700 regional jet aircraft
* Continued our stock repurchase program by acquiring $18 million of our outstanding shares
* Continued to generate positive cash flows and increased cash and securities to $732.4 million

e Completed a marketing agreement with AirTran Airways, Inc. for the operation of five CRJ200
regional jet aircraft

Some of the challenges we experienced during the year were:

e Reductions in our block hour production primarily due to reduced utilization for our Delta
Connection operations

* Unplanned expenditures in our labor and maintenance costs
e Early termination of our Midwest Airlines Services Agreement

During the year, we acquired 25 new regional jets. These additional aircraft helped offset the
impact of the utilization reductions noted above and our total system block hours were within one
percent of last year’s production. Early in the year we had cost overruns in our crew labor and aircraft
and engine maintenance costs; however, as the year progressed, we managed those costs so that by year
end we achieved results much closer to our planned expenditures. We terminated the Midwest Airlines
Services Agreement as a result of economic difficulties suffered by Midwest Airlines, but we collected
$4.0 million as a part of the early termination and we were able to redeploy the ten aircraft formerly
used in that operation into other productive flying.

One of the most significant successes of the year was providing a $129 million funding transaction
to United Airlines and the resulting benefit we achieved. We basically extended certain portions of the
United Express Agreement which were set to expire in 2011 and 2013. The new extension period
coincides with the expiration dates of the regional jet aircraft used to provide this flying and will now
expire between 2017 and 2024. This resulted in approximately 4,000 additional aircraft months of
contract flying with United Airlines or an extension average of 8.3 years. ASA’s agreement with United
Airlines to operate 14 CRJ200 regional jet aircraft is for a period of five years. Additionally, we believe
we were responsive to our partner’s need in providing an additional source of funding that will assist
them in their long-term sustainability. This created a win for both parties and will serve to further
strengthen our relationship and opportunities with United Airlines.

As noted in our 2008 report to shareholders, we have invested in Trip Linhas Aereas (“TRIP”), a
regional airline headquartered in Campinas, Brazil. TRIP continued to deploy its growth strategy
during 2009 and increased its fleet to 27 aircraft compared to 20 aircraft at December 31, 2008. During



2009, we invested another $15 million in TRIP for a total investment of $20 million, which results in an
ownership percentage of 16.4%.

We strengthened our balance sheet during 2009 and we ended the year with $732.4 million in cash
and marketable securities. We believe we are well capitalized and well positioned not only to survive in
challenging times but to pursue those opportunities that we believe will create value. I believe that our
success in creating value will be the result of our unwavering focus on cost competitiveness and our
commitment to outstanding service to our customers and partners.

Sincerely,

%/m

Jerry C. Atkin
Chairman and Chief Executive Officer
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PART 1

» o«

Unless otherwise indicated, “SkyWest,” “we,” “‘us,” “our” and similar terms refer to SkyWest, Inc.;
“SkyWest Airlines” refers to our wholly-owned subsidiary, SkyWest Airlines, Inc.; and “ASA” refers to our
wholly-owned subsidiary, Atlantic Southeast Airlines, Inc.

Cautionary Statement Concerning Forward-Looking Statements

Certain of the statements contained in this Annual Report on Form 10-K 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, 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 ASA, 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, and the following:

¢ global and national economic conditions;

* the impact of high fuel prices on the airline industry;

* our ability to attract and retain code-share partners;

* changes in our code-share relationships;

¢ the cyclical nature of the airline industry;

* reduced utilization levels of our aircraft under our code-share agreements

* competitive practices in the airline industry, including significant fare-restructuring activities,
consolidation of major carriers, leaving fewer potential code-share partners, capacity reductions
and other restructurings by major and regional carriers, including Delta Air Lines (“Delta”),
United Air Lines, Inc. (“United”), Midwest Airlines, Inc. (“Midwest”) and AirTran Airways, Inc.
(“AirTran”);

e labor costs;

* security-related and insurance costs;

e weather conditions;

e government legislation and regulation;

* relations with our employees, including the impact of labor negotiations and agreements with
our unionized and non-unionized employees;

e litigation with Delta;
* unionization efforts among SkyWest Airlines’ employees; and

e other risks and uncertainties listed from time to time in our reports filed with the SEC.



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 law.

ITEM 1. BUSINESS
General

Through SkyWest Airlines and ASA, our wholly-owned subsidiaries, we offer scheduled passenger
service with approximately 2,300 daily departures to 217 destinations in the United States, Canada,
Mexico and the Caribbean. Substantially all of our flights are operated as Delta Connection, United
Express or AirTran under code-share arrangements with Delta, United or AirTran, respectively, with
significant presence in Delta and United’s key domestic hubs and focus cities. SkyWest Airlines and
ASA 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.

SkyWest Airlines and ASA have developed industry-leading reputations for providing quality,
low-cost regional airline service during their long operating histories—SkyWest Airlines has been flying
since 1972 and ASA since 1979. As of December 31, 2009, our consolidated fleet consisted of a total of
449 aircraft, of which 258 were assigned to Delta, 186 were assigned to United, three were assigned to
Midwest, and two were assigned to AirTran. We currently operate one type of regional jet aircraft in
three different configurations, the 50-seat Bombardier Aerospace (“Bombardier”) CRJ200 Regional Jet
(the “CRJ2007), the 70-seat Bombardier CRJ700 Regional Jet (the “CRJ700”") and the 70-90-seat
Bombardier CRJ900 Regional Jet (the “CRJ900”), and one type of turboprop aircraft, 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 filings free of charge upon
request.

Our Operating Platforms
SkyWest Airlines

SkyWest Airlines provides regional jet and turboprop service primarily located in the midwestern
and western United States. SkyWest Airlines offered approximately 1,500 daily scheduled departures as
of December 31, 2009, of which approximately 1,060 were United Express flights, 410 were Delta
Connection flights, 20 were Midwest Connect flights and ten were AirTran coded flights. SkyWest
Airlines’ operations are conducted from hubs located in Chicago (O’Hare), Denver, Los Angeles,
Milwaukee, San Francisco and Salt Lake City. SkyWest Airlines’ fleet as of December 31, 2009
consisted of 21 CRJ900s, all of which were flown for Delta, 79 CRJ700s, of which 66 were flown for
United and 13 for Delta; 138 CRJ200s, of which 81 were flown for United, 52 were flown for Delta,
three were flown for Midwest and two were flown for AirTran, and 51 Brasilia turboprops, of which 39
were flown for United and 12 were flown for Delta.

SkyWest Airlines currently conducts its Delta Connection operations pursuant to the terms of an
Amended and Restated Delta Connection Agreement which obligates Delta to compensate SkyWest



Airlines for its direct costs associated with operating Delta Connection flights, plus a payment based on
block hours flown (the “SkyWest Airlines Delta Connection Agreement”). In addition, the SkyWest
Airlines Delta Connection Agreement provides for us to increase our profitability if we reduce our
total costs. 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”). Under the United Express Agreement, excess margins over certain percentages
must be returned or shared with United, depending on various conditions. On June 10, 2009, SkyWest
Airlines and Midwest reached a mutual understanding to terminate the service SkyWest Airlines
provided under the Airline Services Agreement (the “Midwest Services Agreement”). As a result,
SkyWest Airlines removed its remaining 12 CRJ200 regional jet aircraft out of Midwest service in
stages through January 2010.

On November 4, 2009, SkyWest Airlines entered into a code-share agreement with AirTran. Under
the terms of the code-share agreement, SkyWest Airlines has agreed to operate five CRJ200s for
AirTran under a pro-rate arrangement. SkyWest Airlines commenced AirTran service with two aircraft
in December 2009, and added three additional aircraft in January and February of 2010. The AirTran
code-share agreement has a three-year term; however, after May 15, 2010, either party may terminate
the agreement upon 120 days written notice.

ASA

ASA provides regional jet service primarily in the United States primarily from hubs located in
Atlanta and Cincinnati. ASA offered more than 780 daily scheduled departures as of December 31,
2009, all of which were Delta Connection flights. ASA’s fleet as of December 31, 2009, consisted of ten
CRJ900s, 38 CRJ700s, 112 CRJ200s. Under the terms of the Second Amended and Restated Delta
Connection Agreement executed by ASA and Delta (the “ASA Delta Connection Agreement”), Delta
has agreed to compensate ASA for its direct costs associated with operating Delta Connection flights,
plus, if ASA completes a certain minimum percentage of its Delta Connection flights, a specified
margin on such costs. Additionally, the ASA Delta Connection Agreement provides for incentive
compensation upon satisfaction of certain performance goals. Under the ASA Delta Connection
Agreement, excess margins over certain percentages must be returned to or shared with Delta,
depending on various conditions.

On February 10, 2010, ASA and United entered into a United Express Agreement, pursuant to
which ASA has agreed to operate 14 CRJ200 aircraft as a United Express carrier (the “ASA United
Express Agreement”). On February 11, 2010, ASA began operating as a United Express carrier, and we
anticipate that the 14 United Express regional jets to be flown by ASA will be in operation by May of
2010. The ASA United Express Agreement is a capacity purchase agreement with a five-year term, and
other terms which are generally consistent with the SkyWest Airlines United Express Agreement.

Competition and Economic Conditions

The airline industry is highly competitive. SkyWest Airlines and ASA 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 ASA 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 ASA
among regional airlines with code-share arrangements include Air Wisconsin Airlines Corporation,
American Eagle Airlines, Inc. (“American Eagle”) (owned by American Airlines, Inc. (“American”)),
Comair, Inc. (“Comair”) (owned by Delta), Compass Airlines (“Compass”) (owned by Delta), Mesaba
Airlines (“Mesaba’) (owned by Delta), ExpressJet Holdings, Inc. (“ExpressJet”), 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”’) and Trans State
Airlines, Inc. Major airlines award contract flying to these regional airlines based upon, but not limited
to, 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 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 ASA 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 ASA. Additionally, regional carriers owned by
major airlines, such as American Eagle, Comair, Compass and Mesaba, may have access to greater
resources at the parent level than SkyWest Airlines and ASA, 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 ASA. Nevertheless, the per passenger component in such fee structure would be
affected by an economic downturn. In addition, if Delta or United, or one or more other code-share
partners we may secure in the future, experience a prolonged decline in passenger load or are harmed
by low ticket prices or high fuel prices, they will likely seek to renegotiate their code-share agreements
with SkyWest Airlines and ASA 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, Continental Airlines, Inc. (“Continental”), 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”), Frontier Airlines, Inc. (“Frontier”) and AirTran, 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 ASA, ExpressJet, Mesa, Pinnacle, Republic and SkyWest Airlines,
typically operate smaller aircraft on lower-volume routes than major and low cost carriers. Several
regional airlines, including American Eagle, Comair, Compass, Mesaba 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
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), Denver, Los Angeles
and San Francisco as United Express and out of Salt Lake City as Delta Connection and Milwaukee as
an AirTran carrier. ASA operates as Delta Connection out of Atlanta and Cincinnati. In addition, the
major airline generally provides 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 earnings, 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 risks, 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 ASA operate under United Express Agreements with United, and SkyWest,
SkyWest Airlines and ASA operate under Delta Connection Agreements with Delta. During the fiscal
year ended December 31, 2009, SkyWest Airlines operated under the Midwest Services Agreement with
Midwest. On November 4, 2009, SkyWest Airlines entered into a code-share agreement with AirTran.



These code-share agreements authorize Delta, United, Midwest and AirTran to identify our flights
and fares under their two-letter flight designator codes (“DL,” “UA” “YX”, or “FL”) 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. Midwest Connect or AirTran. 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 Delta, United, Midwest and AirTran. As of December 31, 2009, approximately 94% of our
passenger revenues related to contract flights, where Delta, United or Midwest controlled scheduling,
ticketing, pricing and seat inventories. The remainder of or our passenger revenues as of December 31,
2009 related to pro-rate flights, where we controlled scheduling, ticketing, pricing and seat inventories,
and shared revenues with Delta, United or AirTran 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, 2009, SkyWest Airlines operated 21 CRJ900s, 13
CRJ700s and 52 CRJ200s under the SkyWest Airlines Delta Connection Agreement. Additionally, as of
December 31, 2009, SkyWest Airlines operated 12 Brasilia turboprops under the Delta code under a
revenue-sharing arrangement. SkyWest Airlines operates these aircraft to provide Delta Connection
service between Delta hubs and destinations designated by Delta. As of December 31, 2009, SkyWest
Airlines was operating approximately 410 Delta Connection flights per day. 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) reimbursement for 100% of its direct 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 maintenance and
ownership.

Among other provisions, the SkyWest Airlines Delta Connection Agreement provides that,
beginning with the third anniversary of the execution of the agreement (September 8, 2008), Delta has
the right to require that certain contractual rates under that agreement shall not exceed the average
rate of all carriers within the Delta Connection Program. On October 23, 2009, Delta sent a letter to
SkyWest Airlines requiring it to either adjust the rates payable under the SkyWest Airlines Delta
Connection Agreement or accept termination of that agreement, Delta’s letter also notified SkyWest
Airlines of Delta’s estimate of the average rates to be applied under the SkyWest Airlines Delta
Connection Agreement. On October 28, 2009, SkyWest Airlines notified Delta of its election to adjust
the rates payable under the SkyWest Airlines Delta Connection Agreement; however, SkyWest Airlines
also notified Delta of its disagreement with Delta’s estimated rates and its belief that the methodology
Delta used to calculate its estimated rates is inconsistent with the terms of the SkyWest Airlines Delta
Connection Agreement. SkyWest Airlines and Delta have exchanged subsequent correspondence, and
SkyWest Airlines continues to negotiate with Delta in an effort to determine an appropriate
methodology for calculating the average rates of the carriers within the Delta Connection Program.

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 of all carriers within
the Delta Connection Program.



The SkyWest Airlines 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 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 days notice and cure rights;

¢ 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;

e if, under certain circumstances, Delta has a right to terminate the ASA 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 that SkyWest Airlines
has the right to adjust its rates prior to any such termination).

ASA Delta Connection Agreement

ASA and Delta are parties to the ASA Delta Connection Agreement, dated as of September 8§,
2005. As of December 31, 2009, ASA operated ten CRJ900s, 38 CRJ700s and 112 CRJ200s for Delta
under the ASA Delta Connection Agreement. On January 9, 2009, ASA reached an agreement with
Delta to operate an additional ten CRJ900s. The aircraft were previously ordered by Delta and are
now being contracted for flying with ASA. As of December 31, 2009, ASA had taken delivery of all of
these aircraft. ASA intends to use the aircraft as replacements for 20, 50-seat CRJ200s that are
scheduled for removal from contract service between January and August 2010, which is earlier than
the existing scheduled termination dates as contained in the Delta Connection Agreement. ASA
operates these aircraft to provide Delta Connection service between Delta hubs and destinations
designated by Delta. As of December 31, 2009, ASA was operating more than 780 Delta Connection
flights per day between Atlanta, Cincinnati and designated outlying destinations. Under the ASA Delta
Connection Agreement, Delta is entitled to all passenger, cargo and other revenues associated with
each flight. Commencing in 2008, ASA is guaranteed 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 ASA's other obligations
under the ASA Delta Connection Agreement, ASA is scheduled to receive from Delta on a weekly
basis (i) reimbursement for 100% of its direct costs related to Delta Connection flights plus (ii) if ASA
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 ASA Delta Connection Agreement include costs related to fuel,
ground handling, and aircraft maintenance and ownership. The ASA Delta Connection Agreement also
provides for incentive compensation based upon ASA’s performance, including on-time arrival
performance and completion percentage rates.

Among other provisions, the ASA Delta Connection Agreement provides that, beginning with the
third anniversary of the execution of the agreement (September 8, 2008), Delta has the right to require
that certain contractual rates under that agreement shall not exceed the average rate of all carriers



within the Delta Connection Program. On October 23, 2009, Delta sent a letter to ASA requiring it to
either adjust the rates payable under the ASA Delta Connection Agreement or accept termination of
that agreement. Delta’s letter also notified ASA of Delta’s estimate of the average rates to be applied
under the ASA Delta Connection Agreement. On October 28, 2009, ASA notified Delta of its election
to adjust the rates payable under the ASA Delta Connection Agreement; however, ASA also notified
Delta of its disagreement with Delta’s estimated rates and its belief that the methodology Delta used to
calculate its estimated rates is inconsistent with the terms of the ASA Delta Connection Agreement.
ASA and Delta have exchanged subsequent correspondence, and ASA continues to negotiate with
Delta in an effort to determine an appropriate methodology for calculating the average rates of the
carriers within the Delta Connection Program.

The ASA 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 of all carriers within the Delta
Connection Program.

The ASA 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
ASA Delta Connection Agreement is subject to early termination in various circumstances including:

e if ASA or Delta commits a material breach of the ASA Delta Connection Agreement, subject to
30 days notice and cure rights;

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

¢ if ASA fails to satisfy certain performance and safety requirements;

e 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 ASA fails to maintain competitive base rate costs (provided that ASA has the right to adjust
its rates prior to any such termination).

SkyWest, Inc. Delta Connection Agreement

In December 2007, we expanded our relationship with Delta by entering into a Delta Connection
Agreement which awarded us the right to operate 12 CRIJ700s, previously operated by Comair. This
Delta Connection Agreement is ancillary to, and satisfied certain obligations of Delta under the ASA
Delta Connection Agreement. We have the right to designate either SkyWest Airlines or ASA to
operate the 12 aircraft to provide service, primarily to and from Delta’s Cincinnati hub through
February 2012 (subject to Delta’s right to extend the arrangement for up to three additional three-year
terms). Under the arrangement, Delta has agreed to pay ASA or SkyWest Airlines, as applicable, a
fixed-fee per completed block hour, a fixed-fee per completed departure, a fixed-fee for overhead, a
one-time start-up payment for each aircraft delivered and incentive payments based upon performance,
including on-time arrival performance and completion percentage rates. Additionally, Delta has agreed
to reimburse SkyWest Airlines or ASA, as applicable, for certain operating costs under this Delta
Connection Agreement.
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SkyWest Airlines United Express Agreement

SkyWest Airlines and United are parties to the United Express Agreement entered into on July 31,
2003. As of December 31, 2009, SkyWest Airlines operated 66 CRJ700s, 81 CRJ200s and 39 Brasilia
turboprops under the United Express Agreement, flying a total of approximately 1,060 United Express
flights per day between Chicago (O’Hare), Denver, Los Angeles, San Francisco, Portland and Seattle/
Tacoma and designated outlying destinations. Generally, under the 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 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, a fixed-fee for overhead and aircraft costs, and a one-time start-up
payment for each aircraft delivered. The 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, 2009, 27 of the 39 Brasilia turboprops and
14 of the 81 CRJ200s were operated under a revenue-sharing arrangement.

On October 16, 2009, SkyWest Airlines extended to United a secured term loan in the amount of
$80 million. The term loan bears interest at a rate of 11%, with a ten-year amortization period. The
loan is secured by certain ground equipment and airport slot rights held by United. SkyWest Airlines
also agreed to defer certain amounts otherwise payable to SkyWest Airlines under the existing United
Express Agreement. The maximum deferral amount is $49 million and any amounts deferred accrue a
deferral fee of 8%, payable weekly. United’s right to defer such payments is scheduled to terminate in
ten years.

On October 16, 2009, SkyWest Airlines extended existing rights to operate 40 regional jet aircraft
under the United Express Agreement until the end of their current lease terms (on average 8.4 years).
The following table is the updated schedule of expirations for the SkyWest Airlines United Express
contract aircraft:

Brasilia
Year Turboprops CRJ200s CRJ700s

2
4
11
10
2017 e — 2 —
7
2
15
8
6

United has the option, upon one year’s notice, of extending the United Express Agreement for five
years. The United Express Agreement is subject to early termination in various circumstances including:

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

ASA United Express Agreement

On February 10, 2010, ASA and United entered into the ASA United Express Agreement,
pursuant to which ASA has agreed to operate 14 CRJ200 aircraft as a United Express carrier. On
February 11, 2010, ASA began operating as a United Express carrier, and we anticipate that the 14
United Express regional jets to be flown by ASA will be in operation by May of 2010. The ASA United
Express Agreement is a capacity purchase agreement with a five-year term, and other terms which are
generally consistent with the SkyWest Airlines United Express Agreement.

AirTian

On November 4, 2009, SkyWest Airlines entered into a code-share agreement with AirTran. Under
the terms of the code-share agreement, SkyWest Airlines has agreed to operate five CRJ200s for
AirTran under a pro-rate arrangement. SkyWest Airlines commenced AirTran service with two aircraft
in December 2009 and added three additional aircraft in January and February of 2010. The code-share
agreement has a three-year term; however, after May 15, 2010, either party may terminate the
agreement upon 120 days written notice.

Midwest Airline Services Agreement

On June 10, 2009, SkyWest Airlines announced the wind down of the Midwest Services
Agreement. As a result, SkyWest Airlines and Midwest terminated the Midwest Services Agreement on
December 31, 2009 and SkyWest Airlines removed the remaining 12 CRJ200s out of Midwest service
by January 2010.

Markets and Routes

As of December 31, 2009, SkyWest Airlines and ASA scheduled the following daily flights as Delta
Connection carriers: 754 flights to or from Hartsfield- Jackson Atlanta International Airport, 388 flights
to or from Salt Lake City International Airport and 22 flights to or from Cincinnati/Northern Kentucky
International Airport.

As of December 31, 2009, SkyWest Airlines scheduled the following daily flights as a United
Express carrier: 250 flights to or from Chicago O’Hare International Airport, 320 flights to or from
Denver International Airport, 210 flights to or from Los Angeles International Airport, 238 flights to or
from San Francisco International Airport and 42 flights to or from other outlying airports.

As of December 31, 2009, SkyWest Airlines scheduled 20 daily flights as a Midwest Connect
carrier to or from Milwaukee International Airport.
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As of December 31, 2009, SkyWest Airlines scheduled 10 daily flights as an AirTran carrier to or
from Milwaukee 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 ASA's 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 ASA crew members and maintenance
personnel at their respective training facilities. SkyWest Airlines and ASA 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
and United 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. United purchased fuel
directly from a fuel vendor for our United Express aircraft under contract operated out of Chicago,
San Francisco, Los Angeles and Denver; Midwest purchased all of the fuel for our Midwest aircraft
directly from Midwest’s fuel vendors and as of June 1, 2009, Delta purchased the majority of the fuel
for our Delta aircraft under contract directly from its fuel vendors. During the year ended
December 31, 2009, approximately 92.2% of our fuel purchases were associated with our Delta and
United code-share agreements and were reimbursed by our major partners. 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 and liquidity.

Employees

As of December 31, 2009, SkyWest and SkyWest Airlines collectively employed 8,654 full-time
equivalent employees consisting of 4,232 pilots and flight attendants, 2,833 customer service personnel,
1,106 mechanics and other maintenance personnel, and 483 administration and support personnel.
None of these employees are currently represented by a union. We are aware, however, that collective
bargaining group organization efforts among SkyWest Airlines’ employees 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. SkyWest Airlines has never experienced a work
stoppage due to a strike or other labor dispute, and we consider SkyWest Airlines’ relationships with its
employees to be good.

As of December 31, 2009, ASA employed approximately 3,604 full-time equivalent employees
consisting of 2,227 pilots and flight attendants, 240 customer service personnel, 901 mechanics and
other maintenance personnel, and 236 administration and support personnel. Three of ASA's employee
groups are represented by unions. ASA’s pilots are represented by the Air Line Pilots Association
International, ASA’s flight attendants are represented by the Association of Flight Attendants—CNA,
and ASA’s flight controllers are represented by the Professional Airline Flight Control Association.
ASA’s collective bargaining agreement with its pilots will become amendable on November 20, 2010.
ASAs collective bargaining agreement with its flight attendants will become amendable in July 20, 2011.
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The collective bargaining agreement between ASA and its flight controllers became amendable in April
2006, and ASA is currently engaged in negotiations with its flight controllers. ASA has never
experienced a work stoppage due to a strike or other labor dispute, and considers its relationships with
employees to be good.

Government Regulation

All interstate air carriers, including SkyWest Airlines and ASA, are subject to regulation by the
U.S. Department of Transportation (the “DOT”), the U.S. Federal Aviation Administration (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 ways,
certifications, which are necessary for the continued operations of SkyWest Airlines and ASA, 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 ASA 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 ASA are subject. SkyWest Airlines’
and ASA’s flight operations, maintenance programs, record keeping and training programs are
conducted under FAA approved procedures. SkyWest Airlines and ASA do not currently operate at any
airports where landing slots are restricted.

All air carriers are required to comply with federal laws and regulations pertaining to noise
abatement and engine emissions. All 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 ASA are also subject to certain other federal and state
laws relating to protection of the environment, labor relations and equal employment opportunity. We
believe SkyWest Airlines and ASA are in compliance in all material respects with these laws and
regulations.

Environmental Matters

SkyWest, SkyWest Airlines and ASA 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 ASA 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.
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Insurance

SkyWest Airlines and ASA 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 coverages 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, since 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. RISK FACTORS

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.

If any of our code-share agreements with Delta or United are terminated, we would be
significantly impacted and likely would not have an immediate source of revenue or earnings to offset
such loss. A termination of any of these agreements would likely have a material adverse effect on our
financial condition, operating revenues and net income unless we are able to enter into satisfactory
substitute arrangements for the utilization of the affected aircraft by other code-share partners, or,
alternatively, obtain the airport facilities and gates and make the other arrangements necessary to fly as
an independent airline. We may not be able to enter into substitute code-share arrangements, and any
such arrangements we might secure may not be as favorable to us as our current agreements.
Operating our airline independent from major partners would be a significant departure from our
business plan, would likely be very difficult and may require significant time and resources, which may
not be available to us at that point.

The current terms of the SkyWest, SkyWest Airlines and ASA Delta Connection Agreements are
subject to certain early termination provisions. Delta’s termination rights include cross-termination
rights (meaning that a breach by SkyWest, SkyWest Airlines or ASA of its Delta Connection
Agreement could, under certain circumstances, permit Delta to terminate any or all of the Delta
Connection Agreements), the right to terminate each of the agreements upon the occurrence of certain
force majeure events (including certain labor-related events) that prevent SkyWest Airlines or ASA
from performance for certain periods and the right to terminate each of the agreements if SkyWest
Airlines or ASA, as applicable, fails to maintain competitive base rate costs, subject to certain rights of
SkyWest Airlines to take corrective action to reimburse Delta for lost revenues. The current terms of
the SkyWest Airlines and ASA United Express Agreements are subject to certain early termination
provisions and subsequent renewals. United may terminate the SkyWest Airlines and ASA United
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Express Agreements due to an uncured breach by SkyWest Airlines or ASA of certain operational and
performance provisions, including measures and standards related to flight completions, baggage
handling and on-time arrivals.

We currently use Delta’s and United’s systems, facilities and services to support a significant
portion of our operations, including airport and terminal facilities and operations, information
technology support, ticketing and reservations, scheduling, dispatching, fuel purchasing and ground
handling services. If Delta or United were to cease any of these operations or no longer provide these
services to us, due to termination of one of our code-share agreements, a strike or other labor
interruption by Delta or United personnel or for any other reason, we may not be able to replace these
services on terms and conditions as favorable as those we currently receive, or at all. Since our
revenues and operating profits are dependent on our level of flight operations, we could then be forced
to significantly reduce our operations. Furthermore, upon certain terminations of our code-share
agreements, Delta and United could require us to sell or assign to them facilities and inventories,
including maintenance facilities, we use in connection with the code-share services we provide. As a
result, in order to offer airline service after termination of any of our code-share agreements, we may
have to replace these airport facilities, assets and services. We may be unable to arrange such
replacements on satisfactory terms, or at all.

We may be negatively impacted by the troubled financial condition of Delta and United.

For the year ended December 31, 2009 approximately 98.1% of our ASMs were attributable to our
code-share agreements with Delta and United. Both Delta and United have incurred significant losses
in recent years, which materially weakened their financial condition. Because of their weakened
financial condition, there is no assurance that either United or Delta will ultimately succeed or will
remain a going concern over the long term. Volatility in fuel prices may negatively impact both Delta’s
and United’s results of operations and financial condition. Among other risks, Delta and United are
vulnerable both to unexpected events (such as additional terrorist attacks or additional spikes in fuel
prices) and to deterioration of the operating environment (such as a recession or significant increased
competition). There is no assurance that Delta or United will be able to operate successfully under
these financial conditions.

In light of the importance of our code-share agreements with Delta and United to our business,
the termination of these agreements could jeopardize our operations. Such events could leave us unable
to operate many of our current aircraft, as well as additional aircraft we are obligated to purchase,
which would likely result in a material adverse effect on our operations and financial condition.

The financial condition of Delta and United will continue to pose risks for our operations. Serial
bankruptcies are not unprecedented in the commercial airline industry, and Delta and/or United could
file for bankruptcy again, in which case our code-share agreements could be subject to termination
under the U.S. Bankruptcy Code. Regardless of whether subsequent bankruptcy filings prove to be
necessary, Delta and United have required, and will likely continue to require, our participation in
efforts to reduce costs and improve their respective financial positions. These efforts could result in
lower utilization rates of our aircraft, lower departure rates on the contract flying portion of our
business, more volatile operating margins and more aggressive contractual positions, which could result
in additional litigation. We believe that any of these developments could have a negative effect on
many aspects of our operations and financial condition.

On October 16, 2009, SkyWest Airlines entered into a series of transactions with United that
provided operational funding to United, extended SkyWest Airlines’ existing rights to operate 40
regional jet aircraft under the SkyWest Airlines United Express Agreement until the end of their
current lease terms and created an opportunity for ASA to operate 14 regional jet aircraft as a United
Express carrier. We anticipate that ASA will begin operating as a United Express carrier starting in the

16



first quarter of 2010, and the 14 United Express regional jets to be flown by ASA will be in operation
by May of 2010. We also anticipate that ASA will operate these aircraft under a capacity purchase
agreement with a five-year term, and other terms which are generally consistent with the existing
SkyWest Airlines United Express Agreement.

Also on October 16, 2009, SkyWest Airlines extended to United a secured term loan in the
amount of $80 million. The term loan bears interest at a rate of 11%, with a ten-year amortization
period. The loan is secured by certain ground equipment and airport slot rights held by United.
SkyWest Airlines also agreed to defer certain amounts otherwise payable to SkyWest Airlines under the
existing SkyWest Airlines United Express Agreement. The maximum deferral amount is $49 million and
any amounts deferred accrue a deferral fee of 8%, payable weekly. United’s right to defer such
payments is scheduled to terminate in ten years.

A default by United under the SkyWest Airlines United Express Agreement, the ASA United
Express Agreement, the term loan extended by SkyWest Airlines to United or United’s obligation to
repay certain amounts deferred pursuant to the financing arrangement we established with United in
October 2009, could have a material adverse effect on our financial condition, results of operations,
liquidity and the price of our common stock.

The amounts we receive under our code-share agreements may be less than the actual amounts of the
corresponding costs we incur.

Under our code-share agreements with Delta and United, we are compensated for certain costs we
incur in providing services. With respect to costs that are defined as “pass-through” costs, our
code-share partner is obligated to pay to us the actual amount of the cost (and, with respect to the
ASA Delta Connection Agreement, a pre-determined rate of return based upon the actual cost we
incur). With respect to other costs, our code-share partner is obligated to pay to us amounts based, in
part, on pre-determined rates for certain costs. During the year ended December 31, 20009,
approximately 46% of our costs were pass-through costs and approximately 54% of our costs were
reimbursable at pre-determined rates. These pre-determined rates may not be based on the actual
expenses we incur in delivering the associated services. If we incur expenses that are greater than the
pre-determined reimbursement amounts payable by our code-share partners, our financial results will
be negatively affected.

The rates we are paid under the Delta Connection Agreements are subject to adjustment and, if adjusted
downward beyond our current estimates, our financial results would be negatively affected.

SkyWest Airlines and ASA have each entered into a Delta Connection Agreement with Delta,
pursuant to which SkyWest Airlines and ASA provide contract flight services for Delta. Among other
provisions, those Delta Connection Agreements provide that, beginning with the third anniversary of
the execution of the agreements (September 8, 2008), Delta has the right to require that certain
contractual rates under those agreements shall not exceed the average rate of all carriers. As of
December 31, 2009, SkyWest Airlines and ASA had not finalized the contractual rates under their
respective Delta Connection Agreements. On October 23, 2009, Delta sent letters to SkyWest Airlines
and ASA requiring them to either adjust the rates payable under their respective Delta Connection
Agreements or accept termination of those agreements. Delta also notified SkyWest Airlines and ASA
of Delta’s estimate of the average rates to be applied under the Delta Connection Agreements. On
October 28, 2009, SkyWest Airlines and ASA notified Delta of their election to adjust the rates payable
under the Delta Connection Agreements; however, they also notified Delta of their disagreement with
Delta’s estimated rates and their belief that the methodology Delta used to calculate its estimated rates
is inconsistent with the terms of the Delta Connection Agreements. SkyWest Airlines and ASA have
exchanged subsequent correspondence with Delta, and SkyWest Airlines and ASA continue to negotiate
with Delta in an effort to determine an appropriate methodology for calculating the average rates of
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the carriers within the Delta Connection program. Because SkyWest Airlines and ASA have not
reached an agreement with Delta regarding the final contractual rates to be established under the
Delta Connection Agreements, we have evaluated our method for calculating the average rate of the
carriers within the Delta Connection Program under the revenue recognition accounting guidance and
recorded revenue under those agreements based on our management’s understanding of the applicable
terms in the Delta Connection Agreements and our management’s best estimate of the revenue that
will ultimately be realized upon settlement of the contractual rates with Delta with respect to the year
ended December 31, 2009. There can be no assurance that the methodology we have used to estimate
the average rate which will be established pursuant to the Delta Connection Agreements will ultimately
be used for purposes of determining the average rate to which we will be subject. If our disagreement
with Delta on this issue is not resolved consistent with management’s interpretation, our operating
results and financial condition may be negatively impacted.

The SkyWest Airlines and ASA Delta Connection Agreements provide that, beginning with the
fifth anniversary of the execution of the agreements (September 8, 2010), Delta has the right to require
that certain contractual rates under those agreements shall not exceed the 2" lowest of all carriers
within the Delta Connection Program.

SkyWest Airlines and ASA are engaged in litigation with Delta, which may negatively impact our financial
results and our relationship with Delta

During the quarter ended December 31, 2007, Delta notified SkyWest, SkyWest Airlines and ASA
of a dispute under the Delta Connection Agreements executed by Delta with SkyWest Airlines and
ASA. The dispute relates to allocation of liability for IROP expenses that are paid by SkyWest Airlines
and ASA to their passengers under certain situations. As a result, Delta withheld a combined total of
approximately $25 million (pretax) from one of the weekly scheduled wire payments to SkyWest
Airlines and ASA during December 2007. Delta continues to withhold a portion of the funds we
believe are payable as weekly scheduled wire payments to SkyWest Airlines and ASA. As of
December 31, 2009, we had recognized a cumulative total of $32.4 million of revenue associated with
the funds withheld by Delta. On February 1, 2008, SkyWest Airlines and ASA filed a lawsuit in Georgia
state court disputing Delta’s treatment of the matter (the “Complaint”). Delta filed an Answer to the
Complaint and a Counterclaim against SkyWest Airlines and ASA on March 24, 2008. Delta’s
Counterclaim alleges that ASA and SkyWest Airlines breached the Delta Connection Agreements by
invoicing Delta for the IROP expenses that were paid pursuant to Delta’s policies, and claims only a
portion of those expenses may be invoiced to Delta. Delta seeks unspecified damages in its
counterclaim.

On March 24, 2008, Delta filed a Motion to Dismiss the Complaint (the “Motion to Dismiss”). A
hearing on the Motion to Dismiss was held September 5, 2008. In an order entered September 13,
2008, the Court granted in part and denied in part the Motion to Dismiss. The Court denied the
Motion to Dismiss with respect to the breach of contract claim contained in the Complaint. The Court
denied in part the Motion to Dismiss with respect to the action for declaratory judgment contained in
the Complaint, and granted in part the Motion to Dismiss to the extent the Complaint seeks to read
alternative or supplemental obligations created by prior conduct into the Delta Connection
Agreements. The Court granted the Motion to Dismiss with respect to claims for estoppel, unilateral
mistake, and mutual mistake contained in the Complaint. The Court’s ruling affects the current posture
of the case, but does not preclude pursuit of the claim for breach of contract or the claim for
declaratory relief, under which SkyWest Airlines and ASA continue to seek recovery of all amounts
withheld by Delta.

On July 31, 2009, SkyWest Airlines and ASA filed an Amended Complaint in the lawsuit adding
claims under Georgia law for voluntary payment and mutual departure from the strict terms of the
Delta Connection Agreements. Under those theories, SkyWest Airlines and ASA seek recovery of all of
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the approximately $25 million withheld by Delta during December 2007. SkyWest Airlines and ASA are
also seeking recovery of additional amounts withheld by Delta subsequent to December 2007. Discovery
on all of SkyWest’s Airlines’ and ASA’s claims and defenses is in process. On September 4, 2009, Delta
filed a motion to dismiss the Amended Complaint in part. Delta asserts that the claims added by
SkyWest Airlines and ASA in the Amended Complaint should be dismissed based on legal arguments
set forth in Delta’s memorandum in support of its motion. On January 22, 2010, the Court granted
Delta’s motion in part, dismissing the claims under Georgia law for voluntary payment and mutual
departure from the strict terms of the Connection Agreements. SkyWest Airlines and ASA have filed
an application seeking an interlocutory appeal of the Court’s order and continue to vigorously pursue
their claims set forth in the Amended Complaint, to the extent permitted by the Court’s ruling on the
Motion to Dismiss, and their defenses to Delta’s counterclaims.

There can be no assurance that the dispute will be resolved consistent with the position taken by
SkyWest Airlines and ASA. If the dispute is not resolved consistent with the position taken by SkyWest
Airlines and ASA our financial results would be negatively impacted. The litigation may have other
negative effects on our relationship with Delta and our operations under the existing Delta Connection
Agreements.

Disagreements regarding the interpretation of our code-share agreements with our major partners could have
an adverse effect on our operating results and financial condition.

SkyWest and its subsidiaries have entered into code-share agreements with Delta and United. For
the year ended December 31, 2009, more than 98% of our ASMs were attributable to flights we flew
under those agreements. We anticipate that, for the foreseeable future, substantially all of our revenues
will be generated under existing or future code-share agreements.

Contractual agreements, such as our code-share agreements, are subject to interpretation and
disputes may arise under such agreements if the parties to an agreement apply different interpretations
to that agreement. Those disputes may divert management time and resources from the core operation
of the business, and may result in litigation, arbitration or other forms of dispute resolution.

In recent years we have experienced disagreements with our major partners regarding the
interpretation of various provisions of our code-share agreements. Some of those disagreements have
resulted in litigation (see the preceding risk factor entitled SkyWest Airlines and ASA are engaged in
litigation with Delta, which may negatively impact our financial results and our relationship with Delta),
and we may be subject to additional disputes and litigation in the future. Those disagreements have
also required a significant amount of management time and financial resources.

To the extent that we continue to experience disagreements regarding the interpretation of our
code-share or other agreements, we will likely expend valuable management time and financial
resources in our efforts to resolve those disagreements. Those disagreements may result in litigation,
arbitration or other proceedings. Furthermore, there can be no assurance that any or all of those
proceedings, if commenced, would be resolved in our favor. An unfavorable result in any such
proceeding could have adverse financial consequences or require us to modify our operations. Such
disagreements and their consequences could have an adverse effect on our operating results and
financial condition.

We have a significant amount of contractual obligations.

As of December 31, 2009, we had a total of approximately $2.0 billion in total long-term debt
obligations. Substantially all of this long-term debt was incurred in connection with the acquisition of
aircraft, engines and related spare parts. We also have significant long-term lease obligations primarily
relating to our aircraft fleet. These leases are classified as operating leases and therefore are not
reflected as liabilities in our consolidated balance sheets. At December 31, 2009, we had 284 aircraft
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under lease, with remaining terms ranging from one to 17 years. Future minimum lease payments due
under all long-term operating leases were approximately $2.9 billion at December 31, 2009. At a 5.8%
discount factor, the present value of these lease obligations was equal to approximately $2.1 billion at
December 31, 2009. As of December 31, 2009, we had commitments of approximately $98.0 million to
purchase four CRJ700s. We expect to complete these deliveries by the first quarter of 2010. Our high
level of fixed obligations could impact our ability to obtain additional financing to support additional
expansion plans or divert cash flows from operations and expansion plans to service the fixed
obligations.

There are risks associated with our regional jet strategy, including potential oversupply and possible passenger
dissatisfaction.

Our selection of Bombardier Regional Jets as the primary aircraft for our existing operations and
projected growth involves risks, including the possibility that there may be an oversupply of regional
jets available for sale in the foreseeable future, due, in part, to the financial difficulties of regional and
major airlines, including Delta, United, Comair, Mesa and ExpressJet. A large supply of regional jets
may allow other carriers, or even new carriers, to acquire aircraft for unusually low acquisition costs,
allowing them to compete more effectively in the industry, which may ultimately harm our operations
and financial performance.

Our regional jet strategy also presents the risk that passengers may find the Bombardier Regional
Jets to be less attractive than other aircraft, including other regional jets. Recently, several other
models of regional jets have been introduced by manufacturers other than Bombardier. If passengers
develop a preference for other regional jet models, our results of operation and financial condition
could be negatively impacted.

We may be limited from expanding our flying within the Delta and United flight systems, and there are
constraints on our ability to provide airline services to airlines other than Delta and United.

Additional growth opportunities within the Delta and United flight systems are limited by various
factors. Except as currently contemplated by our existing code-share agreements, we cannot assure that
Delta or United will contract with us to fly any additional aircraft. We may not receive additional
growth opportunities, or may agree to modifications to our code-share agreements that reduce certain
benefits to us in order to obtain additional aircraft, or for other reasons. Furthermore, the troubled
financial condition, bankruptcies and restructurings of Delta and United may reduce the growth of
regional flying within their flight systems. Given the troubled nature of the airline industry, we believe
that some of our competitors may be more inclined to accept reduced margins and less favorable
contract terms in order to secure new or additional code-share operations. Even if we are offered
growth opportunities by our major partners, those opportunities may involve economic terms or
financing commitments that are unacceptable to us. Any one or more of these factors may reduce or
eliminate our ability to expand our flight operations with our existing code-share partners. Additionally,
even if Delta and/or United choose to expand our fleet on terms acceptable to us, they may be allowed
at any time to subsequently reduce the number of aircraft covered by our code-share agreements. We
also cannot provide any assurance that we will be able to obtain the additional ground and
maintenance facilities, including gates, and support equipment, to expand our operations. The failure to
obtain these facilities and equipment would likely impede our efforts to implement our business
strategy and could materially adversely affect our operating results and our financial condition.

Delta, United and/or AirTran may be restricted in increasing their business with us, due to “scope”
clauses in the current collective bargaining agreements with their pilots that restrict the number and
size of regional jets that may be operated in their flight systems not flown by their pilots. Delta’s scope
limitations restrict its partners from operating aircraft with over 76 seats, even if those aircraft are
operated for an airline other than Delta. We cannot assure that these scope clauses will not become
more restrictive in the future. Any additional limit on the number of regional jets we can fly for our
code-share partners could have a material adverse effect on our expansion plans and the price of our
common stock.
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Our business model depends on major airlines, including Delta and United, electing to contract
with us instead of operating their own regional jets. Some major airlines, including Delta, American
and Alaska Airlines, own their own regional airlines or operate their own regional jets instead of
entering into contracts with regional carriers. We have no guarantee that in the future our code-share
partners will choose to enter into contracts with us instead of operating their own regional jets. Our
partners are not prohibited from doing so under our code-share agreements. A decision by Delta or
United to phase out code-share relationships and instead acquire and operate their own regional jets
could have a material adverse effect on our financial condition, results of operations or the price of our
common stock.

Additionally, our code-share agreements limit our ability to provide airline services to other
airlines in certain major airport hubs of each of Delta and United. Under the SkyWest Airlines Delta
Connection Agreement, our growth is contractually restricted in Atlanta, Cincinnati, Orlando and Salt
Lake City. Under the ASA Delta Connection Agreement, our growth is restricted in Atlanta,
Cincinnati, New York (John F. Kennedy International Airport), Orlando and Salt Lake City. Under the
SkyWest Airlines United Express Agreement, growth is restricted in Chicago (O’Hare International
Airport), Denver, San Francisco, Seattle/Tacoma and Washington D.C. (Dulles International Airport).

Economic and industry conditions constantly change, and negative economic conditions in the United States
and other countries may create challenges for us that could materially and adversely affect our operations and
financial condition.

Our operations and financial condition are affected by many changing economic and other
conditions beyond our control, including, among others:

* disruptions in the credit markets, which have resulted in greater volatility, less liquidity, widening
of credit spreads, and decreased availability of financing;

* actual or potential changes in international, national, regional and local economic, business and
financial conditions, including recession, inflation, higher interest rates, wars, terrorist attacks or
political instability;

* changes in consumer preferences, perceptions, spending patterns or demographic trends;
* changes in the competitive environment due to industry consolidation and other factors;
* actual or potential disruptions to U.S. air traffic control systems;

¢ outbreaks of diseases that affect travel behavior; and

* weather and natural disasters.

The aggregate effect of any, or some combination, of the foregoing economic and industry
conditions on our operations or financial condition is virtually impossible to forecast; however, the
occurrence of any or all of such conditions in a significant manner could materially and adversely affect
our operations and financial condition.

Reduced utilization levels of our aircraft under our code-share agreements would adversely impact our
financial results.

Our code-share agreements set forth minimum levels of flight operations which our major partners
are required to schedule for our operations and we are required to provide. These minimum flight
operating levels are intended to compensate us for reduced operating efficiencies caused by production
decreases made by our major partners under our respective code-share agreements. Generally, our
major partners have utilized our flight operations at levels which exceed the minimum levels set forth
in our code-share agreements. For the year ended December 31, 2009 our block hours decreased
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approximately 1.0% from the year ended December 31, 2008 and for certain months of the year ended
December 31, 2009 the block hours flown under certain of our code-share agreements were lower than
the minimum levels set forth in those agreements. However, if our major partners schedule the
utilization of our aircraft below historical levels (including taking into account the stage length and
frequency of our scheduled flights), we may not be able to maintain operating efficiencies previously
obtained, which would negatively impact our operating results and financial condition. Continued
reduced utilization levels of our aircraft under our code-share agreements would adversely impact our
financial results.

Increased labor costs, strikes, labor disputes and increased unionization of our workforces may adversely
affect our ability to conduct our business.

Our business is labor intensive, requiring large numbers of pilots, flight attendants, mechanics and
other personnel. Labor costs constitute a significant percentage of our total operating costs. For
example, during the year ended December 31, 2009, our salary, wage and benefit costs constituted
approximately 29.1% of our total operating costs. Increases in our unionized labor costs could result in
a material reduction in our earnings. Any new collective bargaining agreements entered into by other
regional carriers with their work forces may also result in higher industry wages and increased pressure
on us to increase the wages and benefits of our employees. Future agreements with unionized and
non-unionized employees may be on terms that are not as attractive as our current agreements or
comparable to agreements entered into by our competitors.

ASA’s pilots, flight attendants and flight controllers are represented by unions, including: The Air
Line Pilots Association, International, the Association of Flight Attendants—CNA and the Professional
Airline Flight Control Association. ASA’s collective bargaining agreement with its pilots will become
amendable on November 20, 2010. ASA’s collective bargaining agreement with its flight attendants will
become amendable in July 20, 2011. The contract with ASA’s flight controllers became amendable in
April 2006, and ASA is currently engaged in negotiations with its flight controllers. Negotiations with
unions representing ASA's employees could divert management attention and disrupt operations, which
may result in increased operating expenses and may negatively impact our financial results. In addition,
there are other ASA employees that are not currently represented by any union; however, collective
bargaining group organization efforts among those employees occur from time to time. We recognize
that such efforts will likely continue in the future and may ultimately result in additional ASA
employees being represented by one or more unions. Moreover, we cannot predict the outcome of any
future negotiations relating to union representation or collective bargaining agreements.

SkyWest Airlines’ employees are not currently represented by any union; however, collective
bargaining group organization efforts among those employees occur from time to time. We recognize
that such efforts will likely continue in the future and may ultimately result in some or all of SkyWest
Airlines’ employees being represented by one or more unions. Moreover, one or more unions
representing ASA employees may seek a single carrier determination by the National Mediation Board,
which could require SkyWest Airlines to recognize such union or unions as the certified bargaining
representative of SkyWest Airlines’ employees. One or more unions representing ASA employees may
also assert that SkyWest Airlines’ employees should be subject to ASA collective bargaining
agreements. If SkyWest Airlines’ employees were to unionize or be deemed to be represented by one
or more unions, negotiations with unions representing SkyWest Airlines’ employees could divert
management attention and disrupt operations, which may result in increased operating expenses and
may negatively impact our financial results. Moreover, we cannot predict the outcome of any future
negotiations relating to union representation or collective bargaining agreements. Agreements reached
in collective bargaining may increase our operating expenses and negatively impact our financial results.
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If unionizing efforts among SkyWest Airlines’ employees are successful, we may be subjected to
risks of work interruption or stoppage and/or incur additional administrative expenses associated with
union representation.

If we are unable to reach labor agreements with any current or future unionized work groups, we
may be subject to work interruptions or stoppages, which may adversely affect our ability to conduct
our operations and may even allow Delta or United to terminate their respective code-share
agreement.

We have been adversely affected by increases in fuel prices, and we would be adversely affected by disruptions
in the supply of fuel.

Dependence on foreign imports of crude oil, limited refining capacity and the possibility of
changes in government policy on jet fuel production, transportation and marketing make it impossible
to predict the future availability of jet fuel. If there are additional outbreaks of hostilities or other
conflicts in oil-producing areas or elsewhere, or a reduction in refining capacity (due to weather events,
for example), or governmental limits on the production or sale of jet fuel, there could be a reduction in
the supply of jet fuel and significant increases in the cost of jet fuel. Major reductions in the availability
of jet fuel or significant increases in its cost, or a continuation of current high prices for a significant
period of time, would have a material adverse impact on us.

Pursuant to our contract flying arrangements, Delta and United have agreed to bear the economic
risk of fuel price fluctuations on our contracted flights. We bear the economic risk of fuel price
fluctuations on our pro-rate operations. As of December 31, 2009, essentially all of our Brasilia
turboprops flown for Delta were flown under pro-rate arrangements while, approximately 47% of our
Brasilia turboprops flown in the United system were flown under pro-rate arrangements. As of
December 31, 2009, we operated 14 CRJ200s under a pro-rate agreement with United. On
November 4, 2009, we entered into a code-share agreement with AirTran. Under the terms of the
code-share agreement, SkyWest Airlines has agreed to operate five CRJ200s for AirTran under a
pro-rate arrangement. As of December 31, 2009, we operated two CRJ 200s with AirTran. We
anticipate that SkyWest Airlines will add three additional aircraft in early 2010. Our operating and
financial results can be affected by the price and availability of jet fuel. Due to the competitive nature
of the airline industry, we may not be able to pass on increased fuel prices to our pro-rate customers
by increasing fares. Fuel prices are volatile, and changed since 2007.

The Airline Safety and Pilot Training Improvement Act of 2009 could negatively affect our operations and our
financial condition.

Prompted by the crash of a Colgan aircraft, which killed 50 people near Buffalo, New York,
passengers and governmental authorities have raised questions about pilot qualifications, training and
fatigue. The Airline Safety and Pilot Training Improvement Act of 2009 was introduced in the United
States House of Representatives and, as of the date of this Report, was under consideration by the
United States Senate. If adopted in the manner currently proposed, the Airline Safety and Pilot
Training Improvement Act of 2009 would add new certification requirements for entry-level commercial
pilots, require additional emergency training, improve availability of pilot records and mandate stricter
rules to minimize pilot fatigue.

The Airline Safety and Pilot Training Improvement Act of 2009 would also:

* Require that all airline pilots obtain an Airline Transport Pilot license, which is currently only
needed by captains.
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* Mandate that the Federal Aviation Administration (FAA) within 90 days set up a new database
of pilot records so that airlines will have access to more information before they hire someone
for the cockpit.

* Direct the FAA within one year to rewrite the rules for how long pilots can work.

Declining interest rates could have a negative effect on our financial results.

Our earnings are affected by changes in interest rates due to the amounts of variable rate
long-term debt and the amount of cash and securities held. However, under our contractual
arrangement with our major partners, the majority of the decline in interest expense would be passed
through to our major partners and recorded as passenger revenue in the consolidated statement of
income. Interest expense decreased $19.7 million, or 18.6%, during the year ended December 31, 2009
compared to the year ended December 31, 2008. The decrease in interest expense was substantially due
to a decrease in interest rates and the majority of this reduction was passed through to our major
partners. Interest income decreased $9.7 million, or 46.5% during the year ended December 31, 2009,
compared to the year ended December 31, 2008. The decrease in interest income was substantially due
to the decrease in interest rates. If interest rates continue to decline, our financial results will be
negatively affected.

Our insurance costs have increased and further increases in insurance costs or reductions in coverage could
have an adverse impact on us.

We carry insurance for public liability, passenger liability, property damage and all-risk coverage
for damage to our aircraft. As a result of terrorist attacks occurring during recent years, aviation
insurers significantly reduced the amount of insurance coverage available to commercial air carriers for
liability to persons other than employees or passengers for claims resulting from acts of terrorism, war
or similar events (war-risk coverage). At the same time, these insurers significantly increased the
premiums for aviation insurance in general.

The U.S. government has agreed to provide commercial war-risk insurance for U.S.-based airlines
through August 31, 2010, covering losses to employees, passengers, third parties and aircraft. If the U.S.
government ceases to provide such insurance beyond that date, or reduces the coverage provided by
such insurance, we will attempt to purchase insurance coverage, likely with a narrower scope, from
commercial insurers at an additional cost. To the extent this coverage is not available at commercially
reasonable rates, we would be adversely affected.

While the price of commercial insurance had declined since the period immediately after the 2001
terrorist attacks, in the event commercial insurance carriers further reduce the amount of insurance
coverage available to us, or significantly increase the cost of obtaining such coverage, we would be
adversely affected.

We could be adversely affected by an outbreak of a disease that affects travel behavior.

In the second quarter of 2009, there was an outbreak of the HIN1 flu virus which had an adverse
impact throughout our network. In 2003, there was an outbreak of Severe Acute Respiratory Syndrome
(“SARS”), which had an adverse impact on travel behavior. In addition, in the past there have been
concerns about outbreaks or potential outbreaks of other diseases, such as avian flu. Any outbreak of a
disease (including a worsening of the outbreak of the HINI flu virus) that affects travel behavior could
have a material adverse impact on our operating results and financial condition. In addition, outbreaks
of disease could result in quarantines of our personnel or an inability to access facilities or our aircraft,
which could adversely affect our operations and financial condition.
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We may be unable to obtain all of the aircraft, engines, parts or related maintenance and support services we
require, which could have a material adverse impact on our operations and financial condition.

We rely on a limited number of aircraft types, and are dependent on Bombardier as the sole
manufacturer of our regional jets. For the year ended December 31, 2009, 47.6% of our available seat
miles were flown using CRJ200s, 37.6% of our available seat miles were flown using CRJ700s and
11.5% of our available seat miles were flown using CRJ900s. As of December 31, 2009, we had
commitments of approximately $98.0 million to purchase four CRJ700s. We expect to complete these
deliveries by the first quarter of 2010. Additionally, we have obtained options to acquire another 22
regional jets that can be delivered in 70 to 90-seat configurations. Delivery dates for these aircraft
remain subject to final determination as agreed upon by us and our major partners.

Any significant disruption or delay in the expected delivery schedule of our fleet would adversely
affect our business strategy and overall operations and could have a material adverse impact on our
operating results or our financial condition. Certain of Bombardier’s aerospace workers are represented
by unions and have participated in at least one strike in recent history. Any future prolonged strike at
Bombardier or delay in Bombardier’s production schedule as a result of labor matters could disrupt the
delivery of regional jets to us, which could adversely affect our planned fleet growth. We are also
dependent on General Electric as the sole manufacturer of our aircraft engines. General Electric also
provides parts, repair and overhaul services, and other types of support services on our engines. Our
operations could be materially and adversely affected by the failure or inability of Bombardier or
General Electric to provide sufficient parts or related maintenance and support services to us on a
timely or economical basis, or the interruption of our flight operations as a result of unscheduled or
unanticipated maintenance requirements for our aircraft or engines. In addition, the issuance of FAA
directives restricting or prohibiting the use of Bombardier aircraft types we operate would have a
material adverse effect on our business and operations.

Maintenance costs will likely continue to increase as the age of our regional jet fleet increases.

Our maintenance costs increased $54.4 million, or 14.3%, during the year ended December 31,
2009, compared to the year ended December 31, 2008. The average age of our CRJ200s is
approximately 8.3 years. Most of the parts on the CRJ200 fleet are no longer under warranty and we
have started to incur more heavy airframe inspections and engine overhauls on those aircraft. Our
maintenance costs are expected to continue to increase on our CRJ200 fleet. Under our SkyWest
Airlines United Express Agreement, specific amounts are included in the current rates for future
maintenance on CRJ200 engines used in SkyWest Airlines’ United Express operations. The ASA
United Express Agreement contains similar provisions. The actual cost of maintenance on CRJ200
engines may vary from the agreed upon rates. During the year ended December 31, 2009, our CRJ200
engine expense for aircraft operated under our SkyWest Airlines United Express Agreement increased
$29.7 million as compared to the year ended December 31, 2009.

Because the average age of our CRJ900s and CRJ700s as of December 31, 2009 was approximately
2.1 and 4.8 years, respectively, our CRJ900 and CRJ700 fleets require less maintenance now than we
anticipate they will require in the future. We have incurred relatively low maintenance expenses on our
CRJ900 and CRIJ700 fleets because most of the parts on these aircraft are under multi-year warranties
and a limited number of heavy airframe checks and engine overhauls have occurred. Our maintenance
costs will increase significantly, both on an absolute basis and as a percentage of our operating
expenses, as our fleet ages and these warranties expire. Those increased costs will have a negative
impact on our financial results.
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If we incur problems with any of our third-party service providers, our operations could be adversely affected.

Our reliance upon others to provide essential services on behalf of our operations may limit our
ability to control the efficiency and timeliness of contract services. We have entered into agreements
with contractors to provide various facilities and services required for our operations, including fuel
supply and delivery, aircraft maintenance, services and ground facilities, and software and expect to
enter into additional similar agreements in the future. These agreements are generally subject to
termination after notice. Any material problems with the efficiency and timeliness of our automated or
contract services could have a material adverse effect on our business, financial condition and results of
operations.

Interruptions or disruptions in service at one of our hub airports, due to adverse weather or for any other
reason, could have a material adverse impact on our operations.

We currently operate primarily through hubs in Atlanta, Los Angeles, Milwaukee, San Francisco,
Salt Lake City, Chicago, Denver, Cincinnati/Northern Kentucky and the Pacific Northwest. Nearly all of
our flights either originate from or fly into one of these hubs. Our revenues depend primarily on our
completion of flights and secondarily on service factors such as timeliness of departure and arrival. Any
interruptions or disruptions could, therefore, severely and adversely affect us. Extreme weather can
cause flight disruptions, and during periods of storms or adverse weather, fog, low temperatures, etc.,
our flights may be canceled or significantly delayed. Hurricanes Katrina and Rita, in particular, caused
severe disruption to air travel in the affected areas and adversely affected airlines operating in the
region, including ASA. We operate a significant number of flights to and from airports with particular
weather difficulties, including Atlanta, Salt Lake City, Chicago, Milwaukee and Denver. A significant
interruption or disruption in service at one of our hubs, due to adverse weather or otherwise, could
result in the cancellation or delay of a significant portion of our flights and, as a result, could have a
severe adverse impact on our, operations and financial performance.

Our investment in a foreign airline may negatively impact our profitability.

On September 4, 2008, we announced our intention to acquire a 20% interest in a Brazilian
regional airline, Trip Linhas Aereas (“Trip”), for $30 million. As of December 31, 2009, we had
invested $20 million for a 16.4% interest in Trip, which is recorded under “Other assets” on our
consolidated balance sheet. If Trip meets or exceeds certain financial targets, we are scheduled to make
another $10 million investment on March 1, 2010. There is no assurance that Trip will ultimately
succeed in its business plan. In the event that Trip incurs operating losses or files for bankruptey, our
investment may have little or no value and our financial results and condition would be negatively
impacted.

Our business could be harmed if we lose the services of our key personnel.

Our business depends upon the efforts of our chief executive officer, Jerry C. Atkin, and our other
key management and operating personnel. We may have difficulty replacing management or other key
personnel who leave and, therefore, the loss of the services of any of these individuals could harm our
business. We do not maintain key-man insurance on any of our executive officers.

Risks Related to the Airline Industry

We may be materially affected by uncertainties in the airline industry.

The airline industry has experienced tremendous challenges in recent years and will likely remain
volatile for the foreseeable future. Among other factors, the financial challenges faced by major
carriers, including Delta and United, the slowing U.S. economy and increased hostilities in Iraq, the
Middle East and other regions have significantly affected, and are likely to continue to affect, the U.S.
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airline industry. These events have resulted in declines and shifts in passenger demand, increased
insurance costs, increased government regulations and tightened credit markets, all of which have
affected, and will continue to affect, the operations and financial condition of participants in the
industry, including us, major carriers (including our major partners), competitors and aircraft
manufacturers. These industry developments raise substantial risks and uncertainties which will affect
us, major carriers (including our major partners), competitors and aircraft manufacturers in ways that
we are unable to currently predict.

The airline industry is highly competitive and has undergone a period of consolidation and transition leaving
Jfewer potential code-share partners.

The airline industry is highly competitive. We not only compete with other regional airlines, some
of which are owned by or operated as code-share partners of major airlines, but we also face
competition from low-cost carriers and major airlines on many of our routes. Low-cost carriers such as
Southwest, JetBlue, US Airways and Frontier among others, operate at many of our hubs, resulting in
significant price competition. Additionally, a large number of other carriers operate at our hubs,
creating intense competition. Certain of our competitors are larger and have significantly greater
financial and other resources than we do. 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. Increased fare competition could
adversely affect our operations and the price of our common stock. The airline industry has undergone
substantial consolidation, and it may in the future undergo additional consolidation. Recent examples
include the merger between Delta and Northwest Airlines, Inc. (“Northwest”) in November 2008,
America West Airlines and US Airways in September 2005, and American’s acquisition of the majority
of Trans World Airlines’ assets in 2001. Several of the major airlines are currently in discussions related
to consolidation in the industry. Other developments include domestic and international code-share
alliances between major carriers. Any additional consolidation or significant alliance activity within the
airline industry could limit the number of potential partners with whom we could enter into code-share
relationships and materially adversely affect our relationship with our code-share partners.

As a result of the Delta and Northwest merger, Delta may change its strategy regarding the use of
its wholly owned regional carriers and the use of third party regional carriers such as SkyWest Airlines
and ASA. Delta may also make other strategic changes such as changing and or consolidating hub
locations. If Delta were to make changes such as these in its strategy and operations, our operations
and financial results could be adversely impacted.

Terrorist activities or warnings have dramatically impacted the airline industry, and will likely continue to do
s0.

The terrorist attacks of September 11, 2001 and their aftermath have negatively impacted the
airline industry in general, including our operations. The primary effects experienced by the airline
industry include a substantial loss of passenger traffic and revenue. Although, to some degree, airline
passenger traffic and revenue have recovered since the September 11" attacks, additional terrorist
attacks could have a similar or even more pronounced effect. Even if additional terrorist attacks are
not launched against the airline industry, there will be lasting consequences of the attacks, including
increased security and insurance costs, increased concerns about future terrorist attacks, increased
government regulation and airport delays due to heightened security. Additional terrorist attacks and
the fear of such attacks could negatively impact the airline industry, and result in further decreased
passenger traffic and yields, increased flight delays or cancellations associated with new government
mandates, as well as increased security, fuel and other costs. We cannot provide any assurance that
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these events will not harm the airline industry generally or our operations or financial condition in
particular.

Fuel costs have adversely affected, and will likely continue to adversely affect, the operations and financial
performance of the airline industry.

The price of aircraft fuel is unpredictable and was volatile during much of 2007, 2008 and 20009.
Higher fuel prices may lead to higher airfares, which would tend to decrease the passenger load of our
code-share partners. In the long run, such decreases will likely have an adverse effect on the number of
flights such partner will ask us to provide and the revenues associated with such flights. Additionally,
fuel shortages have been threatened. The future cost and availability of fuel to us cannot be predicted,
and substantial fuel cost increases or the unavailability of adequate supplies of fuel may have a material
adverse effect on our results of operations. During periods of increasing fuel costs, our operating
margins have been, and will likely continue to be, adversely affected.

We are subject to significant governmental regulation.

All interstate air carriers, including SkyWest Airlines and ASA, are subject to regulation by 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 operation activities; record keeping
procedures in accordance with FAA requirements; and FAA approval of flight training and retraining
programs. We cannot predict whether we will be able to comply with all present and future laws, rules,
regulations and certification requirements or that the cost of continued compliance will not have a
material adverse effect on our operations. We incur substantial costs in maintaining our current
certifications and otherwise complying with the laws, rules and regulations to which we are subject. A
decision by the FAA to ground, or require time-consuming inspections of or maintenance on, all or any
of our aircraft for any reason may have a material adverse effect on our operations. In addition to state
and federal regulation, airports and municipalities enact rules and regulations that affect our
operations. From time to time, various airports throughout the country have considered limiting the use
of smaller aircraft, such as our aircraft, at such airports. The imposition of any limits on the use of our
aircraft at any airport at which we operate could have a material adverse effect on our operations.

The occurrence of an aviation accident would negatively impact our operations and financial condition.

An accident or incident involving one of our aircraft could result in significant potential claims of
injured passengers and others, as well as repair or replacement of a damaged aircraft and its
consequential temporary or permanent loss from service. In the event of an accident, our liability
insurance may not be adequate to offset our exposure to potential claims and we may be forced to bear
substantial losses from the accident. Substantial claims resulting from an accident in excess of our
related insurance coverage would harm our operational and financial results. Moreover, any aircraft
accident or incident, even if fully insured, could cause a public perception that our operations are less
safe or reliable than other airlines.

Risks Related to Our Common Stock

We can issue additional shares without shareholder approval.

Our Restated Articles of Incorporation, as amended (the “Restated Articles”), authorize the
issuance of up to 120,000,000 shares of common stock, all of which may be issued without any action or
approval by our shareholders. As of December 31, 2009, we had 55,609,015 shares outstanding. In
addition, as of December 31, 2009, we had equity-based incentive plans under which 1,453,234 shares
are reserved for issuance and an employee stock purchase plan under which 2,847,093 shares are
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reserved for issuance, both of which may dilute the ownership interest of our shareholders. Our
Restated Articles also authorize the issuance of up to 5,000,000 shares of preferred stock. Our board of
directors has the authority to issue preferred stock with the rights and preferences, and at the price,
which it determines. Any shares of preferred stock issued would likely be senior to shares of our
common stock in various regards, including dividends, payments upon liquidation and voting. The value
of our common stock could be negatively affected by the issuance of any shares of preferred stock.

The amount of dividends we pay may decrease or we may not pay dividends.

Historically, we have paid dividends in varying amounts on our common stock. The future payment
and amount of cash dividends will depend upon our financial condition and results of operations, loan
covenants and other factors deemed relevant by our board of directors. There can be no assurance that
we will continue our practice of paying dividends on our common stock or that we will have the
financial resources to pay such dividends.

Provisions of our charter documents and code-share agreements may limit the ability or desire of others to
gain control of our company.

Our ability to issue preferred and common shares without shareholder approval may have the
effect of delaying or preventing a change in control and may adversely affect the voting and other
rights of the holders of our common stock, even in circumstances where such a change in control would
be viewed as desirable by most investors. The provisions of the Utah Control Shares Acquisitions Act
may also discourage the acquisition of a significant interest in or control of our company. Additionally,
our code-share agreements contain termination and extension trigger provisions related to change in
control type transactions that may have the effect of deterring a change in control of our company.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None

ITEM 2. PROPERTIES
Flight Equipment

As of December 31, 2009, our fleet consisted of the following types of owned and leased aircraft:

Number of Number of  Passenger Scheduled Flight Average Cruising Average Age
Aircraft Type Owned Aircraft Leased Aircraft Capacity Range (miles) Speed (mph) (years)
CRJ200s . . ........... 84 166 50 1,500 530 8.3
CRJ700s . ............ 61 56 70 1,600 530 4.8
CRJ900S . . ........... 11 20 90 1,500 530 2.1
Brasilia Turboprops . . . .. 9 42 30 300 300 12.5

SkyWest Airlines has firm orders to acquire four new CRJ700s. In addition, gross committed
expenditures for these four aircraft and related equipment, including estimated amounts for contractual
price escalations will be approximately $98.0 million through the first quarter of 2010. SkyWest Airlines
and ASA have also obtained combined options for another 22 Bombardier Regional Jets that can be
delivered in either 70 or 90-seat configurations.

The following table outlines the number of Bombardier Regional Jets that SkyWest Airlines and
ASA are scheduled to receive during each of the periods set forth below and the expected size and
composition of our combined fleet following the receipt of these aircraft. The projected fleet size
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schedule below assumes aircraft financed under operating leases will be returned to the lessor at the
end of the lease.

During the fiscal year
ending December 31,

2010 2011 2012 2013

Additional aircraft deliveries

Additional CRJ200S . .. ... .. 0 0 0 0
Additional CRJ700s . .. ... ... 4 0 0 0
Additional CRJ900s . ..... ...« ... 0 0 0 0

As of December 31,
2010 2011 2012 2013

Expected fleet size

Total Bombardier Regional Jets . . ................... 386 382 368 368
Total Brasilia Turboprops .. ....................... 42 28 26 17
Total Combined Fleet . .. ......................... 428 410 394 385

Bombardier Regional Jets

The Bombardier Regional Jets are among the quietest commercial jets currently available and
offer many of the amenities of larger commercial jet aircraft, including flight attendant service, as well
as a stand-up cabin, overhead and under seat storage, lavatories and in-flight snack and beverage
service. The speed of Bombardier Regional Jets is comparable to larger aircraft operated by the major
airlines, and they have a range of approximately 1,600 miles; however, because of their smaller size and
efficient design, the per-flight cost of operating a Bombardier Regional Jet is generally less than that of
a 120-seat or larger jet aircraft.

Brasilia Turboprops

The Brasilia turboprops are 30-seat, pressurized aircraft designed to operate more economically
over short-haul routes than larger jet aircraft. These factors make it economically feasible for SkyWest
Airlines to provide high frequency service in markets with relatively low volumes of passenger traffic.
Passenger comfort features of the Brasilia turboprops include stand-up headroom, a lavatory, overhead
baggage compartments and flight attendant service. We expect that Delta and United will want us to
continue to operate Brasilia turboprops in markets where passenger load and other factors make the
operation of a regional jet impractical. As of December 31, 2009, SkyWest Airlines operated 51 Brasilia
turboprops out of Los Angeles, San Francisco, Salt Lake City, Seattle/Tacoma and Portland. SkyWest
Airlines’ Brasilia turboprops are generally used in its California markets, which are characterized by
high frequency service on shorter stage lengths.

Ground Facilities

SkyWest Airlines and ASA own or lease the following principal properties:

SkyWest Airlines Facilities

» SkyWest Airlines owns a 56,600 square foot aircraft maintenance facility in Palm Springs,
California.

» SkyWest Airlines leases a 131,300 square foot facility at the Salt Lake International Airport. This
facility consists of a 58,400 square-foot aircraft maintenance hangar and a 72,900 square-foot
training and office facility. In January 2002, SkyWest Airlines entered into a sale lease-back
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agreement with the Salt Lake Airport Authority. SkyWest Airlines is leasing the facility under an
operating lease arrangement over a 26-year term.

* SkyWest Airlines leases a 90,000 square foot aircraft maintenance and training facility at the Salt
Lake City International Airport. The Salt Lake City facility consists of 40,000 square feet of
maintenance facilities and 50,000 square feet of training and other facilities. We originally
constructed the Salt Lake City facility and subsequently sold it to and leased it back from the
Salt Lake City Airport Authority. SkyWest Airlines is leasing the facility under an operating
lease arrangement over a 36-year term.

* SkyWest Airlines owns a 55,000 square-foot maintenance accessory shop and a 5,000 square-foot
office facility in Salt Lake City, Utah.

* SkyWest Airlines leases a 90,000 square-foot maintenance hangar and a 15,000 square-foot office
facility in Fresno, California.

* SkyWest Airlines leases a 70,000 square-foot maintenance hangar in Tucson, Arizona.
* SkyWest Airlines leases a 70,000 square-foot hangar and office facility in Milwaukee, Wisconsin.

e SkyWest Airlines owns a 57,000 square-foot maintenance facility and a 28,000 square-foot office
facility in Chicago, Illinois.

* SkyWest Airlines owns a 55,000 square-foot hangar and a 46,000 square-foot office facility in
Colorado Springs, Colorado.

e SkyWest Airlines leases ticket counters, check-in and boarding and other facilities in the
passenger terminal areas in the majority of the airports it serves and staffs those facilities with
SkyWest Airlines personnel. Other airlines, including Delta, United and AirTran, provide ticket
handling and/or ground support services for SkyWest Airlines in 94 of the 159 airports SkyWest
Airlines serves.

* We own the corporate headquarters facilities of SkyWest and SkyWest Airlines, located in
St. George, Utah, which consist of two adjacent buildings of 63,000 and 55,000 square feet,
respectively.

ASA Facilities

* ASA leases from the City of Atlanta Department of Aviation an aircraft hangar facility
consisting of 203,170 square-foot of building space, a 15,015 square-foot ground service
equipment maintenance facility, aircraft parking, employee parking, a newly-constructed 18,110
square-foot training facility and 71,209 square feet of newly-renovated office space which is
utilized ASA’s corporate headquarters. The lease agreement for the Aircraft Hanger Complex
has a 25-year term and is scheduled to expire on April 30, 2033.

* ASA leases from Macon-Bib County Industrial Authority an aircraft hangar complex located at
the Middle Georgia Regional Airport. The complex includes a 77,425 square-foot aircraft hangar
facility and 41,140 square feet of training and office space. The lease agreement has a
sixteen-year term and is scheduled to expire on April 1, 2018. ASA has subleased the hangar
complex to an unrelated aircraft maintenance provider; however ASA remains obligated for
payment and other obligations of the lessee under the lease agreement.

¢ ASA leases from the City of Baton Rouge/Parish of East Baton Rouge an aircraft hangar
Complex located at the Baton Rouge Metropolitan Airport District. The complex includes a
27,000 square-foot hangar facility and 12,000 square feet of office support space. ASA has the
right to occupy the Baton Rouge Aircraft Hangar Complex rent-free until 2022.
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* ASA leases a 33,000 square-foot warehouse facility located at the Hartsfield-Jackson Atlanta
International Airport. The lease agreement has a ten-year term and is scheduled to expire on
June 30, 2010.

e ASA leases smaller aircraft line maintenance facilities in Atlanta, Georgia; Cincinnati, Ohio;
Columbia, South Carolina and Fort Walton Beach, Florida.

* ASA leases from the City of Atlanta Department of Aviation 13 gates and other premises of the
Central Passenger Terminal Complex (CPTC) located on Concourse C at Hartsfield-Jackson
Atlanta International Airport. The CPTC lease agreement has a twenty-year term and is
scheduled to expire on September 20, 2010.

* ASA leases from the City of Atlanta Department of Aviation three priority use gates on
Concourse C at Hartsfield-Jackson Atlanta International Airport. The priority use gate
agreement is scheduled to expire on September 20, 2010.

e ASA sub-leases from US Airways six gates on Concourse D at Hartsfield-Jackson Atlanta
International Airport. The sub-lease agreement is scheduled to expire on September 20, 2010.

* ASA leases ticket counter, check-in, boarding and support facilities in the passenger terminal
areas in the majority of the airports it serves and staffs those facilities with ASA personnel.
Other airlines, including Delta, provide ticket handling and/or ground support services for ASA
in 88 of the 104 airports ASA serves.

Our management deems SkyWest Airlines’ and ASA’s current facilities as being suitable and
necessary to support existing operations and believes these facilities will be adequate for the
foreseeable future.

ITEM 3. LEGAL PROCEEDINGS

We are subject to certain legal actions which we consider routine to our business activities. As of
December 31, 2009, our management believed, after consultation with legal counsel, that the ultimate
outcome of such legal matters is not likely to have a material adverse effect on our financial position,
liquidity or results of operations. However, the following is a significant outstanding legal matter.

ASA and SkyWest Airlines v. Delta

During the quarter ended December 31, 2007, Delta notified SkyWest, SkyWest Airlines and ASA
of a dispute under the Delta Connection Agreements executed by Delta with SkyWest Airlines and
ASA. The dispute relates to allocation of liability for IROP expenses that are paid by SkyWest Airlines
and ASA to their passengers under certain situations. As a result, Delta withheld a combined total of
approximately $25 million (pretax) from one of the weekly scheduled wire payments to SkyWest
Airlines and ASA during December 2007. Delta continues to withhold a portion of the funds we
believe are payable as weekly scheduled wire payments to SkyWest Airlines and ASA. As of
September 30, 2009, we had recognized a cumulative total of $32.4 million of revenue associated with
the funds withheld by Delta. On February 1, 2008, SkyWest Airlines and ASA filed a lawsuit in Georgia
state court disputing Delta’s treatment of the matter (the “Complaint”). Delta filed an Answer to the
Complaint and a Counterclaim against SkyWest Airlines and ASA on March 24, 2008. Delta’s
Counterclaim alleges that ASA and SkyWest Airlines breached the Delta Connection Agreements by
invoicing Delta for the IROP expenses that were paid pursuant to Delta’s policies, and claims only a
portion of those expenses may be invoiced to Delta. Delta seeks unspecified damages in its
counterclaim.

On March 24, 2008, Delta filed a Motion to Dismiss the Complaint (the “Motion to Dismiss”). A
hearing on the Motion to Dismiss was held September 5, 2008. In an order entered September 13,
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2008, the Court granted in part and denied in part the Motion to Dismiss. The Court denied the
Motion to Dismiss with respect to the breach of contract claim contained in the Complaint. The Court
denied in part the Motion to Dismiss with respect to the action for declaratory judgment contained in
the Complaint, and granted in part the Motion to Dismiss to the extent the Complaint seeks to read
alternative or supplemental obligations created by prior conduct into the Delta Connection
Agreements. The Court granted the Motion to Dismiss with respect to claims for estoppel, unilateral
mistake, and mutual mistake contained in the Complaint. The Court’s ruling affects the current posture
of the case, but does not preclude pursuit of the claim for breach of contract or the claim for
declaratory relief, under which SkyWest Airlines and ASA continue to seek recovery of all amounts
withheld by Delta.

On July 31, 2009, SkyWest Airlines and ASA filed an Amended Complaint in the lawsuit adding
claims under Georgia law for voluntary payment and mutual departure from the strict terms of the
Delta Connection Agreements. Under those theories, SkyWest Airlines and ASA seek recovery of all of
the approximately $25 million withheld by Delta during December 2007. SkyWest Airlines and ASA are
also seeking recovery of additional amounts withheld by Delta subsequent to December 2007. Discovery
on all of SkyWest’s Airlines’ and ASA’s claims and defenses is in process. On September 4, 2009, Delta
filed a motion to dismiss the Amended Complaint in part. Delta asserts that the claims added by
SkyWest Airlines and ASA in the Amended Complaint should be dismissed based on legal arguments
set forth in Delta’s memorandum in support of its motion. On January 22, 2010, the Court granted
Delta’s motion in part, dismissing the claims under Georgia law for voluntary payment and mutual
departure from the strict terms of the Connection Agreements. SkyWest Airlines and ASA have filed
an application seeking an interlocutory appeal of the Court’s order and continue to vigorously pursue
their claims set forth in the Amended Complaint, to the extent permitted by the Court’s ruling on the
Motion to Dismiss, and their defenses to Delta’s counterclaims.

For financial reporting purposes we accrue an estimated loss if the loss is probable and reasonably
estimable. Because these conditions have not been satisfied, we have not recorded a loss related to the
preceding dispute in the consolidated financial statements as of December 31, 2009.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth quarter of the year
ended December 31, 2009.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Market Price for Our Common Stock

Our common stock is traded on The Nasdaq Global Select Market under the symbol “SKYW.” At
February 11, 2010, there were approximately 997 stockholders of record. Securities held of record do
not include shares held in securities position listings. The following table sets forth the range of high
and low closing sales prices for our common stock, during the periods indicated.

2009 2008
Quarter High Low High Low
First ..o $19.05 $ 8.19 $26.64 $20.43
Second . ... 15.47 9.66  21.77  12.65
Third . ... 18.04 1028  20.64 11.45
Fourth. ... ... . . 18.02 1397 18.60 11.52

The transfer agent for our common stock is Zions First National Bank, Salt Lake City, Utah.

Dividends

During 2009 and 2008, our Board of Directors declared regular quarterly dividends of $0.04 and
$0.03 per share, respectively.
Securities Authorized for Issuance Under Equity Compensation Plans

The following table contains information regarding our equity compensation plans as of
December 31, 2009.

Number of Securities
Weighted-Average  Remaining Available for
Exercise Price of Future Issuance under

Number of Securities to be Outstanding Equity Compensation
Issued upon Exercise of Options, Plans (Excluding
Outstanding Options, Warrants and Securities Reflected in
Plan Category Warrants and Rights Rights the First Column)
Equity compensation plans approved by
security holders(1) ............... 4,740,695 $20.37 4,300,327

(1) Consists of our Executive Stock Incentive Plan, our All Share Stock Option Plan, our SkyWest Inc.
Long Term Incentive Plan, and our Employee Stock Purchase Plan. See Note 9 to our
Consolidated Financial Statements for the fiscal year ended December 31, 2009, included in Item 8§
of this Report, for additional information regarding these plans.

Stock Performance Graph

The following Performance Graph and related information shall not be deemed “soliciting material” or
“filed” with the Securities and Exchange Commission, nor shall such information be incorporated by
reference into any future filing under the Securities Act of 1933 or Securities Exchange Act of 1934, each as
amended, except to the extent we specifically incorporate it by reference into such filing.

The following graph compares the cumulative total shareholder return on our common stock over
the five-year period ended December 31, 2009, with the cumulative total return during such period of
the Nasdaq Stock Market (U.S. Companies) and a peer group index composed of passenger airlines,
the members of which are identified below (the “Peer Group”) for the same period. The following
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graph assumes an initial investment of $100.00 with dividends reinvested. The stock performance shown
on the graph below represents historical stock performance and is not necessarily indicative of future
stock price performance.

Comparison of Cumulative Five Year Total Return
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2004 2005 2006 2007 2008 2009
INDEXED RETURNS
Years Ending
Base
Period
Company Name / Index Dec04 Dec05 Dec06 Dec07 Dec08 Dec09
SkyWest, Inc. . . ...... ... .. ... .. ... .. .. .. 100 134.64 12846 135.85 94.84 87.31
NASDAQ Composite . .. .................... 100 10220 112.68 124.56 74.70 108.56
Peer Group. . ....... .. ... .. ... .. .. ... 100 113.16 168.72 147.82 91.88  84.74

The Peer Group consists of regional and major passenger airlines with U.S operations that have
equity securities traded on the Nasdaq Stock Market. The members of the Peer Group are: Air
France-KLM-ADR; Air T, Inc.; Air Transport Services Group; Allegiant Travel Co.; Baltia Air
Lines, Inc.; British Airways PLC-ADR; Deutsche Lufthansa AG-ADR; Great Lakes Aviation Ltd.;
Hawaiian Holdings, Inc.; Japan Airlines Corp-ADR; JetBlue Airways Corp.; Mesa Air Group, Inc.;
Pinnacle Airlines Corp.; Republic Airways Holdings Inc.; Ryanair Holdings PLC-ADR; SkyWest, Inc.;
and UAL Corp.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial and operating data should be read in conjunction with
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and our
consolidated financial statements and related notes included elsewhere in this Report.

Selected Consolidated Financial Data (amounts in thousands, except per share data):

Year Ended December 31,

2009 2008 2007 2006 2005(2)

Operating revenues . ............. $2,613,614  $3,496,249 $3,374,332  $3,114,656  $1,964,048
Operating income .. ............. 212,195 255,231 344,524 339,160 220,408
Netincome . ................... 83,658 112,929 159,192 145,806 112,267
Net income per common share:

Basic................ .. $ 150 $ 195 § 254§ 233§ 1.94

Diluted ..................... 1.47 1.93 2.49 2.30 1.90
Weighted average shares:

Basic................ .. 55,854 57,790 62,710 62,474 57,851

Diluted ..................... 56,814 58,633 64,044 63,382 58,933
Total assets . ................... $4,310,802  $4,014,291  $3,990,525 $3,731,419  $3,320,646
Current assets . . ................ 1,254,099 1,220,668 1,210,139 1,095,454 693,632
Current liabilities. . .. ............ 449,835 386,604 398,219 408,431 615,917
Long-term debt, net of current

maturities .. ... ... 1,816,318 1,681,705 1,732,748 1,675,626 1,422,758
Stockholders’ equity . . .. .......... 1,352,219 1,275,521 1,246,007 1,178,293 913,198
Return on average equity(1)........ 6.4% 9.0% 13.1% 13.9% 13.2%
Cash dividends declared per common

share . ... ... ... L $ 0.16 $ 013 § 012 $ 012 § 0.12

(1) Calculated by dividing net income by the average of beginning and ending stockholders’ equity for
the year.

(2) On September 7, 2005, we completed the acquisition of ASA from Delta for $421.3 million in cash.
We paid $5.3 million of transaction fees and assumed approximately $1.25 billion in long-term debt
and related assets. Our 2005 consolidated operating revenues contain 114 days of additional
revenue and expenses generated by the ASA acquisition.

Selected Operating Data

Year Ended December 31,

2009 2008 2007 2006 2005

Block hours. . .................. 1,363,257 1,376,815 1,438,818 1,298,769 866,975
Departures .. .................. 870,761 872,288 904,795 857,631 623,307
Passengers carried . .............. 34,544,772 33,461,819 34,392,755 31,465,552 20,343,975
Revenue passenger miles (000) . .. ... 17,448,958 17,101,910 17,892,282 15,819,191 9,538,906
Available seat miles (000) ......... 22,142,650 22,020,250 22,968,768 20,209,888 12,718,973
Revenue per available seat mile . .. .. 11.8¢ 15.9¢ 14.7¢ 15.4¢ 15.4¢
Cost per available seat mile . ....... 11.2¢ 15.2¢ 13.7¢ 14.3¢ 14.1¢
Average passenger trip length. ... ... 505 511 520 503 469
Number of operating aircraft at end of

VeAT . . ottt 449 442 436 410 380
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The following terms used in this section and elsewhere in this Report have the meanings indicated
below:

“Revenue passenger miles” represents the number of miles flown by revenue passengers.

“Available seat miles” represents the number of seats available for passengers multiplied by the
number of miles the seats are flown.

“Revenue per available seat mile” represents passenger revenue divided by available seat miles.

“Cost per available seat mile” represents operating expenses plus interest divided by available seat
miles.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis presents factors that had a material effect on our results of
operations during the years ended December 31, 2009, 2008 and 2007. Also discussed is our financial
position as of the end of December 31, 2009 and 2008. You should read this discussion in conjunction with
our consolidated financial statements, including the notes thereto, appearing elsewhere in this Report or
incorporated herein by reference. This discussion and analysis contains forward-looking statements. Please
refer to the sections of this Report entitled “Cautionary Statement Concerning Forward-looking Statements”
and “Item 1A. Risk Factors” for discussion of some of the uncertainties, risks and assumptions associated
with these statements.

Overview

Through SkyWest Airlines and ASA, we operate the largest regional airline in the United States.
As of December 31, 2009, SkyWest Airlines and ASA offered scheduled passenger and air freight
service with more than 2,300 total daily departures to 217 destinations in the United States, Canada,
Mexico and the Caribbean. Additionally, as of December 31, 2009, we provided ground handling
services for approximately 11 other airlines throughout our system. As of December 31, 2009, we
operated a combined fleet of 449 aircraft consisting of 250 CRJ200 (81 assigned to United, 164
assigned to Delta, three assigned to Midwest and two assigned to AirTran, 117 CRJ700 (66 assigned to
United and 51 assigned to Delta), 31 CRJ900s (all assigned to Delta) and 51 Brasilia turboprop (39
assigned to United and 12 assigned to Delta). We believe our success in attracting multiple contractual
relationships with our major airline partners is attributable to our delivery of high-quality customer
service with an all cabin-class fleet at a competitive cost structure. For the year ended December 31,
2009, approximately 55.8% of our aggregate capacity was operated under the Delta code, approximately
42.4% was operated under the United code, approximately 1.7% was operated under the Midwest code
and approximately 0.1% under the AirTran code.

SkyWest Airlines has been a code-share partner with Delta in Salt Lake City and United in Los
Angeles since 1987 and 1997, respectively. In 1998, SkyWest Airlines expanded its relationship with
United to provide service in Portland, Seattle/Tacoma, San Francisco and additional Los Angeles
markets. In 2004, SkyWest Airlines expanded its United Express operations to provide service in
Chicago. On June 10, 2009, SkyWest Airlines and Midwest mutually agreed to terminate the service
SkyWest Airlines provided to Midwest under the Midwest Services Agreement. As a result, SkyWest
Airlines removed its remaining 12 CRJ200s from Midwest service based on the following schedule: one
aircraft was removed in each of June 2009 and July 2009, three aircraft were removed in October 2009,
two aircraft were removed in November 2009, two aircraft were removed in December 2009 and the
last three aircraft were removed in January 2010. On November 4, 2009, SkyWest Airlines entered into
a code-share agreement with AirTran. Under the terms of the code-share agreement, SkyWest Airlines
has agreed to operate five CRJ200s for AirTran under a pro-rate arrangement. SkyWest Airlines
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commenced AirTran service with two aircraft in December 2009 and added three additional aircraft in
January and February of 2010. The code-share agreement has a three-year term; however, after
May 15, 2010, either party may terminate the agreement upon 120 days written notice.

As of December 31, 2009, SkyWest Airlines operated as a Delta Connection carrier in Salt Lake
City, a United Express carrier in Los Angeles, San Francisco, Denver, Chicago and the Pacific
Northwest, and a Midwest Connect carrier in Milwaukee and an AirTran carrier in Milwaukee,
operating more than 1,500 total daily flights.

ASA has been a code-share partner with Delta in Atlanta since 1984. As of December 31, 20009,
ASA operated as a Delta Connection carrier in Atlanta and Cincinnati. ASA operates approximately
780 daily flights, all in the Delta Connection system.

We provide a substantial majority of the regional airline service for Delta in Atlanta and Salt Lake
City. In connection with our acquisition of ASA in September 2005, we established new, separate, but
substantially similar, long-term fixed-fee Delta Connection Agreements with Delta for both SkyWest
Airlines and ASA. We also obtained the right to use 29 gates in the Hartsfield-Jackson International
Airport located in Atlanta, from which we currently provide service to Delta. Pursuant to the terms of
the Delta Connection Agreement executed by ASA and Delta, Delta has also agreed that if Delta
solicits requests for proposals to fly Delta Connection regional aircraft, ASA will be permitted to bid to
maintain the same percentage of total Delta Connection regional jet flights that it operated during
2007, and, if ASA does not achieve the winning bid for the proposed flying, ASA will be permitted to
match the terms of the winning bid to the extent necessary for ASA to maintain the same percentage
of Delta Connection regional jet flights that it operated during 2007.

On February 10, 2010, ASA and United entered into the ASA United Express Agreement,
pursuant to which ASA has agreed to operate 14 CRJ200 aircraft as a United Express carrier. On
February 11, 2010, ASA began operating as a United Express carrier, and we anticipate that the 14
United Express regional jets to be flown by ASA will be in operation by May of 2010. The ASA United
Express Agreement is a capacity purchase agreement with a five-year term, and other terms which are
generally consistent with the SkyWest Airlines United Express Agreement.

Historically, multiple contractual relationships have enabled us to reduce reliance on any single
major airline code and to enhance and stabilize operating results through a mix of contract flying and
our controlled or “pro-rate” flying. For the year ended December 31, 2009, contract flying revenue and
pro-rate revenue represented approximately 94% and 6%, respectively, of our total passenger revenues.
On contract routes, the major airline partner controls scheduling, ticketing, pricing and seat inventories
and we are compensated by the major airline partner at contracted rates based on the completed block
hours, flight departures and other operating measures. On pro-rate flights, we control scheduling,
ticketing, pricing and seat inventories and receive a pro-rated portion of passenger fares. For the year
ended December 31, 2009, essentially all of our Brasilia turboprops flown for Delta were flown under
pro-rate arrangements, while approximately 53% of our Brasilia turboprops flown in the United system
were flown under contractual arrangements, with the remaining 47% flown under pro-rate
arrangements. For the year ended December 31, 2009, approximately 96% of our CRJ200s flown in the
United system were flown under contractual arrangements, with the remaining 4% flown under
pro-rate arrangements. On November 4, 2009, SkyWest Airlines entered into a code-share agreement
with AirTran. Under the terms of the code-share agreement, SkyWest Airlines has agreed to operate
five CRJ200s for AirTran under a pro-rate arrangement. SkyWest Airlines commenced AirTran service
with two aircraft in December 2009 and added three additional aircraft in January and February of
2010.
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Financial Highlights

We had revenues of $2.6 billion for the year ended December 31, 2009, a 25.2% decrease,
compared to revenues of $3.5 billion for the year ended December 31, 2008. We had net income of
$83.7 million, or $1.47 per diluted share, for the year ended December 31, 2009, a decrease of 25.9%,
compared to $112.9 million of net income, or $1.93 per diluted share, for the year ended December 31,
2008.

The significant items affecting our financial performance during 2009 are outlined below:

On June 10, 2009, SkyWest Airlines reached a mutual understanding with Midwest to terminate
the service SkyWest Airlines provided under the Midwest Services Agreement. As a result, SkyWest
Airlines removed its remaining 12 CRJ200s from Midwest service based on the following schedule: one
aircraft was removed in each of June 2009 and July 2009, three aircraft were removed in October 2009,
two aircraft were removed in November 2009, two aircraft were removed in December 2009 and the
last three aircraft were removed in January 2010. Additionally, SkyWest Airlines agreed to cancel an
unsecured note from Midwest in the amount of approximately $9.3 million in exchange for a
$4.0 million payment from Midwest. The $4.0 million payment was recorded as revenue by SkyWest
Airlines during the three months ended December 31, 2009.

We review our investment securities on an ongoing basis for the presence of other-than-temporary-
impairment (“OTTI”) with formal reviews performed quarterly. OTTI losses on individual equity
investment securities are recognized as a realized loss through earnings when fair value is significantly
below cost, the decline in fair value has existed for an extended period of time, and recovery is not
expected in the near term. OTTTI losses on individual perpetual preferred securities are recognized as a
realized loss through earnings when a decline in the cash flows has occurred or the rating of the
security has been downgraded below investment grade. As a result of an ongoing valuation review of
our investment securities portfolio, we recognized a pre-tax charge of approximately $7.1 million during
the year ended December 31, 2009 for certain investment securities deemed to have
other-than-temporary impairment.

On October 23, 2009, Delta sent letters to SkyWest Airlines and ASA requiring them to either
adjust the rates payable under their respective Delta Connection Agreements or accept termination of
those agreements, and notifying SkyWest Airlines and ASA of Delta’s estimate of the average rates to
be applied under the agreements. On October 28, 2009, SkyWest Airlines and ASA notified Delta of
their election to adjust the rates payable under the Delta Connection Agreements; however, they also
notified Delta of their disagreement with Delta’s estimated rates and their belief that the methodology
Delta used to calculate its estimated rates is inconsistent with the terms of the Delta Connection
Agreements. SkyWest Airlines and ASA continue to negotiate with Delta in an effort to determine an
appropriate methodology for calculating the average rates of the carriers within the Delta Connection
Program. Because SkyWest Airlines and ASA have not reached an agreement with Delta regarding the
final contractual rates to be established under the Delta Connection Agreements, the Company has
evaluated the dispute for calculating the average rate of the carriers within the Delta Connection
Program under the revenue recognition accounting guidance and recorded revenue under those
agreements based on management’s understanding of the applicable terms in the Delta Connection
Agreements and management’s best estimate of the revenue that will ultimately be realized upon
settlement of the contractual rates with Delta with respect to the year ended December 31, 2009.

ASA experienced significant weather related cancellations in its Atlanta hub during the three
months ended March 31, 2009. Additionally, on March 31, 2009, as a result of an internal audit, ASA
grounded 60 CRJ200 regional jet aircraft in order to perform engine safety inspections in accordance
with the manufacturer’s recommendations. ASA cancelled approximately 750 scheduled flights as a
result of the severe weather and aircraft grounding during the quarter. As a result, ASA experienced a
negative impact on revenues of approximately $7.6 million.

39



Our maintenance costs increased $54.4 million, or 14.3%, during the year ended December 31,
2009, compared to the year ended December 31, 2008. The increase was primarily related to the timing
of engine overhaul events. During the year ended December 31, 2009, our CRJ200 engine expense
under our United Express and Midwest Services Agreements increased $29.7 million. The remainder of
the increase in maintenance costs was principally due to scheduled maintenance and engine overhaul
events on our aging CRJ200 and CRJ700 aircraft.

Outlook

On October 12, 2007, we announced SkyWest Airlines’ plans to acquire 22 additional regional jet
aircraft through 2010, 18 of which SkyWest Airlines intends to operate for United Express, as part of
an aircraft transition plan. We believe this transition plan will allow United Express to remove 23
30-seat Brasilia turboprops from operation under the United Express Agreement and add 66-seat
regional jet aircraft for United Express flying. Generally, the turboprop removals are intended to occur
in conjunction with deliveries of new regional jet aircraft in an effort to facilitate a smooth transition in
existing markets. Additionally, SkyWest Airlines exchanged four 50-seat CRJ200s for four 76-seat
CRJ900s in its Delta Connection operations. On November 30, 2007, we announced that SkyWest
Airlines placed a firm order for 22 aircraft with Bombardier. As of December 31, 2009, SkyWest
Airlines had taken delivery of four CRJ900s and 14 CRIJ700s under that order. SkyWest Airlines is
scheduled to take delivery of the remaining four aircraft during the first quarter of 2010.

On October 16, 2009, SkyWest Airlines entered into a series of transactions with United that
provided operational funding to United, extended SkyWest Airlines’ existing rights to operate 40
regional jet aircraft under the United Express Agreement until the end of their current lease terms (on
average 8.4 years) and created an opportunity for ASA to operate 14 regional jet aircraft as a United
Express carrier. We anticipate that ASA will begin operating as a United Express carrier starting in the
first quarter of 2010, and the 14 United Express regional jets to be flown by ASA will be in operation
by May of 2010. We also anticipate that ASA will operate these aircraft under a capacity purchase
agreement with a five-year term, and other terms which are generally consistent with the SkyWest
Airlines United Express Agreement.

Also on October 16, 2009, SkyWest Airlines extended to United a secured term loan in the
amount of $80 million. The term loan bears interest at a rate of 11%, with a ten-year amortization
period. The loan is secured by certain ground equipment and airport slot rights held by United.
SkyWest Airlines also agreed to defer certain amounts otherwise payable to SkyWest Airlines under the
SkyWest Airlines United Express Agreement. The maximum deferral amount is $49 million and any
amounts deferred accrue a deferral fee of 8%, payable weekly. United’s right to defer such payments is
scheduled to terminate in ten years.

On November 4, 2009, SkyWest Airlines entered into a code-share agreement with AirTran. Under
the terms of the code-share agreement, SkyWest Airlines has agreed to operate five CRJ200s for
AirTran under a pro-rate arrangement. SkyWest Airlines commenced AirTran service with two aircraft
in December 2009 and added three additional aircraft in January and February of 2010. The code-share
agreement has a three-year term; however, after May 15, 2010, either party may terminate the
agreement upon 120 days written notice.

Critical Accounting Policies

Our significant accounting policies are summarized in Note 1 to our consolidated financial
statements for the year ended December 31, 2009, included in Item 8 of this Report. Critical
accounting policies are those policies that are most important to the preparation of our consolidated
financial statements and require management’s subjective and complex judgments due to the need to
make estimates about the effect of matters that are inherently uncertain. Our critical accounting
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policies relate to revenue recognition, aircraft maintenance, aircraft leases, impairment of long-lived
assets and intangibles, stock-based compensation expense and fair value as discussed below. The
application of these accounting policies involves the exercise of judgment and the use of assumptions as
to future uncertainties and, as a result, actual results will differ, and could differ materially from such
estimates.

Revenue Recognition

Passenger and ground handling revenues are recognized when service is provided. Under our
contract and pro-rate flying agreements with our code-share partners, revenue is considered earned
when the flight is completed. Our agreements with our code-share partners contain certain provisions
pursuant to which the parties could terminate the respective agreement, subject to certain rights of the
other party, if certain performance criteria are not maintained. Our revenues could be impacted by a
number of factors, including changes to the code-share agreements, contract modifications resulting
from contract renegotiations and our ability to earn incentive payments contemplated under applicable
agreements. In the event contracted rates are not finalized at a quarterly or annual financial statement
date, we record that period’s revenues based on the lower of prior period’s approved rates adjusted for
the current contract negotiations and our estimate of rates that will be implemented in accordance with
revenue recognition guidelines. Also, in the event we have a reimbursement dispute with a major
partner at a quarterly or annual financial statement date, we evaluate the dispute under established
revenue recognition criteria and, provided the revenue recognition criteria have been met, we recognize
revenue for that period based on our estimate of the resolution of the dispute. Accordingly, we are
required to exercise judgment and use assumptions in the application of our revenue recognition policy.

Maintenance

We use the direct-expense method of accounting for our regional jet aircraft engine overhaul costs.
Under this method, the maintenance liability is not recorded until the maintenance services are
performed. We use the “deferral method” of accounting for our Brasilia turboprop engine overhauls,
which provides for engine overhaul costs to be capitalized and depreciated over the estimated useful
life of the engine. For leased aircraft, we are subject to lease return provisions that require a minimum
portion of the “life” of an overhaul be remaining on the engine at the lease return date. With respect
to engine overhauls related to leased Brasilia turboprops to be returned, we adjust the estimated useful
lives of the final engine overhauls based on the respective lease return dates. With respect to SkyWest
Airlines, a third-party vendor provides our long-term engine services covering the scheduled and
unscheduled repairs for engines on our CRJ700s operated under the SkyWest Airlines United Express
Agreement. Under the terms of the vendor agreement, we pay a set dollar amount per engine hour
flown on a monthly basis and the third-party vendor assumes the obligation to repair the engines at no
additional cost to us, subject to certain specified exclusions.

Aircraft Leases

The majority of SkyWest Airlines’ aircraft are leased from third parties, while ASA’s aircraft are
primarily debt-financed on a long-term basis. In order to determine the proper classification of our
leased aircraft as either operating leases or capital leases, we must make certain estimates at the
inception of the lease relating to the economic useful life and the fair value of an asset as well as select
an appropriate discount rate to be used in discounting future lease payments. These estimates are
utilized by management in making computations as required by existing accounting standards that
determine whether the lease is classified as an operating lease or a capital lease. All of our aircraft
leases have been classified as operating leases, which results in rental payments being charged to
expense over the terms of the related leases. Additionally, operating leases are not reflected in our
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consolidated balance sheet and accordingly, neither a lease asset nor an obligation for future lease
payments is reflected in our consolidated balance sheets.

Impairment of Long-Lived and Intangible Assets

As of December 31, 2009, we had approximately $2.9 billion of property and equipment and
related assets. Additionally, as of December 31, 2009, we had approximately $24.0 million in intangible
assets. In accounting for these long-lived and intangible assets, we make estimates about the expected
useful lives of the assets, the expected residual values of certain of these assets, and the potential for
impairment based on the fair value of the assets and the cash flows they generate. We recorded an
intangible of approximately $33.7 million relating to the acquisition of ASA. The intangible is being
amortized over fifteen years under the straight-line method. As of December 31, 2009, we had recorded
$9.7 million in accumulated amortization expense. Factors indicating potential impairment include, but
are not limited to, significant decreases in the market value of the long-lived assets, a significant change
in the condition of the long-lived assets and operating cash flow losses associated with the use of the
long-lived assets. On a periodic basis, we evaluate whether the book value of our aircraft is impaired.
Based on the results of the evaluations, our management concluded no impairment was necessary as of
December 31, 2009. However, there is inherent risk in estimating the future cash flows used in the
impairment test. If cash flows do not materialize as estimated, there is a risk the impairment charges
recognized to date may be inaccurate, or further impairment charges may be necessary in the future.

Stock-Based Compensation Expense

We estimate the fair value of stock options as of the grant date using the Black-Scholes option
pricing model. We use historical data to estimate option exercises and employee termination in the
option pricing model. The expected term of options granted is derived from the output of the option
pricing model and represents the period of time that options granted are expected to be outstanding.
The expected volatilities are based on the historical volatility of our common stock and other factors.

Fair value

We hold certain assets that are required to be measured at fair value in accordance with United
States GAAP. We determined fair value of these assets based on the following three levels of inputs:

Level 1 — Quoted prices in active markets for identical assets or liabilities.

Level 2 —  Observable inputs other than Level 1 prices such as quoted prices for
similar assets or liabilities; quoted prices in markets that are not active;
or other inputs that are observable or can be corroborated by observable
market data for substantially the full term of the assets or liabilities.
Some of our marketable securities primarily utilize broker quotes in a
non-active market for valuation of these securities.

Level 3 — Unobservable inputs that are supported by little or no market activity
and that are significant to the fair value of the assets or liabilities,
therefore requiring an entity to develop its own assumptions.

We utilize several valuation techniques in order to assess the fair value of our financial assets and
liabilities. Our cash and cash equivalents primarily utilize quoted prices in active markets for identical
assets or liabilities.

We have valued non-auction rate marketable securities using quoted prices in active markets for
identical assets or liabilities. If a quoted price is not available, we utilize broker quotes in a non-active
market for valuation of these securities. For auction-rate security instruments, quoted prices in active
markets are no longer available. As a result, we have estimated the fair values of these securities
utilizing a discounted cash flow.
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Results of Operations
2009 Compared to 2008

Operational Statistics. The following table sets forth our major operational statistics and the
associated percentages-of-change for the periods identified below.

Year Ended December 31,

2009 2008 % Change
Revenue passenger miles (000) . ......................... 17,448,958 17,101,910 2.0
Available seat miles (“ASMs”) (000) . ..................... 22,142,650 22,020,250 0.6
Block hours . ....... ... . i 1,363,257 1,376,815 (1.0)
Departures . . ... vv i 870,761 872,288 (0.2)
Passengers carried . . .. ... ... 34,544,772 33,461,819 3.2
Passenger load factor . ........ ... ... ... ... oL 78.8% 77.7% 1.1pts
Revenue per available seat mile . . .. ............. .. ....... 11.8¢ 15.9¢  (25.8)
Cost per available seatmile . . .. ............... ... ....... 11.2¢ 15.2¢  (26.3)
Fuel cost per available seat mile . ........................ 1.8¢ 55¢  (67.3)
Average passenger trip length (miles) . .. ................... 505 511 (1.2)

Revenues. Operating revenues decreased $882.6 million, or 25.2%, during the year ended
December 31, 2009, compared to the year ended December 31, 2008. We are reimbursed for our actual
fuel costs by our major partners under our contract flying arrangements. For financial reporting
purposes, we record these reimbursements as operating revenue. Under the SkyWest Airlines and ASA
Delta Connection Agreements, we are reimbursed for our engine overhaul expenses. We also record
those engine overhaul reimbursements as operating revenue. The following table summarizes the
amount of fuel and engine overhaul reimbursements included in our passenger revenues for the periods
indicated (dollar amounts in thousands).

Year Ended December 31,

2009 2008 $ Change % Change
Passenger revenues . ........... .. $2,582,238  $3,466,287  $(884,049)  (25.5)%
Less: Fuel reimbursement from major partners . . . . .. 360,309 1,185,201  (824,892)  (69.6)%
Less: Engine overhaul reimbursement from major
PAItNCTS . ot vttt e et e 112,556 120,101 (7,545) (6.3)%
Passenger revenue excluding fuel and engine overhaul
reimbursements . . .. ... $2,109,373  $2,160,985 $ (51,612) 2.4)%

Passenger revenues. Passenger revenues decreased $884.0 million, or 25.5%, during the year ended
December 31, 2009, compared to the year ended December 31, 2008. The decrease in passenger
revenues was primarily due to a decrease in fuel reimbursements from our major partners. The fuel
reimbursement from our major partners decreased $824.9 million or 69.6%, during the year ended
December 31, 2009, compared to the year ended December 31, 2008. Our passenger revenues,
excluding fuel and engine overhaul reimbursements from major partners, decreased $51.6 million, or
2.4%, during the year ended December 31, 2009, compared to the year ended December 31, 2008. The
percentage decrease in passenger revenues, excluding fuel and engine overhaul reimbursements, was
more than the percentage increase in ASMs, primarily due to three factors. First, ASA experienced an
abnormally high number of flight cancellations in part due to significant weather related cancellations
in its Atlanta hub during the three months ended March 31, 2009. Additionally, on March 31, 2009, as
a result of an internal audit, ASA grounded 60 CRJ200s in order to perform engine safety inspections
in accordance with the manufacturer’s recommendations. ASA cancelled approximately 750 scheduled
flights as a result of the severe weather and aircraft grounding during the first quarter of 2009. As a
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result, ASA experienced a negative impact on passenger revenues of approximately $7.6 million.
Second, Delta transitioned ground handling services at 23 stations from SkyWest Airlines and ASA to
other ground handlers during the second quarter of 2009. Revenue earned under ground handling
contracts where we provide ground handling services for our own aircraft is presented in the
“Passenger revenue” line in our consolidated statements of income. Third, on October 23, 2009, Delta
sent letters to SkyWest Airlines and ASA requiring them to either adjust the rates payable under their
respective Delta Connection Agreements or accept termination of those agreements Delta’s letter also
notified SkyWest Airlines and ASA of Delta’s estimate of the average rates to be applied under those
agreements. On October 28, 2009, SkyWest Airlines and ASA notified Delta of their election to adjust
the rates payable under the Delta Connection Agreements; however, they also notified Delta of their
disagreement with Delta’s estimated rates and their belief that the methodology Delta used to calculate
its estimated rates is inconsistent with the terms of the Delta Connection Agreements. SkyWest Airlines
and ASA and Delta have exchanged subsequent correspondence, and SkyWest Airlines and ASA
continue to negotiate with Delta in an effort to determine an appropriate methodology for calculating
the average rates of the carriers within the Delta Connection Program. Because SkyWest Airlines and
ASA have not reached an agreement with Delta regarding the final contractual rates to be established
under the Delta Connection Agreements, the Company has evaluated the method for calculating the
average rate of the carriers within the Delta Connection Program under the revenue recognition
accounting guidance and recorded revenue under those agreements based on management’s
understanding of the applicable terms in the Delta Connection Agreements and management’s best
estimate of the revenue that will ultimately be realized upon settlement of the contractual rates with
Delta with respect to the year ended December 31, 2009.

Ground handling and other. Total ground handling and other revenues increased $1.4 million, or
4.7%, during the year ended December 31, 2009, compared to the year ended December 31, 2008.
Revenue earned under other ground handling contracts where we provide ground handling services for
other airlines is presented in the “Ground handling and other” line in our consolidated statements of
income. The increase was primarily related to the higher volume of flights serviced under ground
handling contracts with United and Delta, whereby we perform ground handling services for several
other regional airlines.

Individual expense components for the periods indicated are expressed in the following table on
the basis of cents per ASM. ASM is a common metric used in the airline industry to measure an
airline’s passenger capacity. ASMs reflect both the number of aircraft in an airline’s fleet and the seat
capacity for the aircraft in the fleet. As the size of our fleet is the underlying driver of our operating
costs, the primary basis for our presentation in this Item 7 is on a cost per ASM basis to discuss
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significant changes in our costs not proportionate to the relative changes in our fleet size (dollar
amounts in thousands).

Year Ended December 31,

2009 2008 $ Change % Change (2000 2008
Amount Amount Amount Percent ASM ASM
Aircraft fuel . . ........... ... $ 390,739 $1,220,618 $(829,879)  (68.0)% 1.8 5.5
Salaries, wages and benefits . . . . 698,326 724,094 (25,768) (3.6)% 32 33
Aircraft maintenance, materials
and repairs . . . ... ... 436,039 381,653 54,386 14.3% 2.0 1.7
Aircraft rentals. . . ........... 300,773 295,784 4,989 1.7% 1.3 1.4
Depreciation and amortization . . 221,548 220,195 1,353 0.6% 1.0 1.0
Station rentals and landing fees. . 116,312 132,017 (15,705)  (11.9% 0.5 0.6
Ground handling services . . . . .. 95,805 106,135 (10,330) (9.7)% 0.4 0.5
Other airline expense . . ....... 141,877 160,522 (18,645) (11.6)% 0.6 0.7
Total operating expenses . . ... .. 2,401,419 3,241,018  (839,599) (259)% 10.8 14.7
Interest .. ......... ... ... .. 86,330 106,064 (19,734)  (18.6)% 0.4 0.5
Total airline expenses . ........ $2,487,749  $3,347,082  (859,333) (25.7)% 11.2 15.2

Fuel.  Fuel costs decreased $829.9 million, or 68.0%, during the year ended December 31, 2009,
compared to the year ended December 31, 2008. The average cost of fuel decreased to $1.87 per gallon
during the year ended December 31, 2009, from $3.33 during the year ended December 31, 2008. In
addition to the decrease in the average cost per gallon of fuel during the year ended December 31,
2009, United purchased fuel directly from a fuel vendor for our United Express aircraft under contract
operated out of Chicago, San Francisco, Los Angeles and Denver; Midwest purchased all of the fuel
for our Midwest aircraft directly from Midwest’s fuel vendors and Delta purchased the majority of the
fuel for our Delta aircraft under contract directly from its fuel vendors. These modifications reduced
our total fuel costs, as well as our passenger revenues for the year ended December 31, 2009. During
the year ended December 31, 2008, we purchased the fuel for all of our Delta Connection flights. The
following table summarizes the gallons of fuel we purchased directly, and the percentage change in fuel
price per gallon on our fuel expense, for the periods indicated:

Year Ended December 31,

(in thousands, except per gallon amounts) 2009 2008 % Change

Fuel gallons purchased .................... 209,254 366,540 (42.9)%
Average price pergallon . . ................. $ 187 $ 3.33 (43.8)%
Fuel expense . ..........ouiiiiennnn.n.. $390,739  $1,220,618  (68.0)%

Salaries wages and employee benefits. Salaries, wages and employee benefits decreased
$25.8 million, or 3.6%, during the year ended December 31, 2009, compared to the year ended
December 31, 2008. The average number of full-time equivalent employees decreased 11.7% to 12,642
for the year ended December 31, 2009, from 14,315 for the year ended December 31, 2008. The
decrease in number of employees was significantly due to a reduction in our customer service
employees resulting from United transitioning 16 stations from SkyWest Airlines to other ground
handlers during the second quarter of 2008 and Delta transitioning 23 stations from SkyWest Airlines
and ASA to other ground handlers during the second quarter of 20009.

Aircraft maintenance, materials and repairs. Maintenance costs increased $54.4 million, or 14.3%,
during the year ended December 31, 2009, compared to the year ended December 31, 2008. The
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following table summarizes the amount of engine overhauls and engine overhaul reimbursements
included in our aircraft maintenance expense for the periods indicated (dollar amounts in thousands).

Year Ended December 31,

2009 2008 $ Change % Change

Aircraft maintenance, materials and repairs . ........... $436,039 $381,653 $54,386 14.3%
Less: Engine overhaul reimbursed from major partners . ... 112,556 120,101 (7,545) (6.3)%
Less: CRJ 200 engine overhauls reimbursed at fixed hourly

TALC ottt e e e 34,176 4,462 29,714  665.9%
Aircraft maintenance excluding reimbursed engine

overhauls and CRJ 200 engine overhauls reimbursed at

fixed hourly rate .. ......... ... ... . ... ... .. $289,307 $257,090 $32,217 12.5%

Aircraft maintenance expense excluding reimbursed engine overhauls and CRJ 200 engine

overhauls reimbursed at fixed hourly rate, increased $32.2 million, or 12.5%, during the year ended
December 31, 2009, compared to the year ended December 31, 2008. The increase in maintenance
excluding engine overhaul costs was principally due to scheduled maintenance events on our aging

CRJ200 and CRIJ700 fleets.

Under the SkyWest Airlines United Express Agreement (and pursuant to the Midwest Services
Agreement prior to its termination on January 1, 2010), we recognize revenue in our consolidated
statement of income at a fixed hourly rate for mature engine maintenance on regional jet engines and
we recognize engine maintenance expense on our CRJ200 regional jet engines in our consolidated
statement of income on an as-incurred basis as maintenance expense. During the year ended
December 31, 2009, our CRJ200 engine expense under our SkyWest Airlines United Express and
Midwest Services Agreements increased $29.7 million. Under our Delta Connection Agreements we
were reimbursed for engine overhaul costs by Delta. Such reimbursements are reflected as passenger

revenue in our consolidated statements of income.

Aircraft rentals.  Aircraft rentals increased $5.0 million, or 1.7%, during the year ended
December 31, 2009, compared to the year ended December 31, 2008. The increase in aircraft rents was
primarily due to ASA taking delivery of ten CRJ900s during 2009. These aircraft were financed through
long-term leases. This increase was partially offset by ASA returning 12 ATR-72 turboprops to the

lessor and terminating the associated leases.

Station rentals and landing fees. Station rentals and landing fees expense decreased $15.7 million,
or 11.9%, during the year ended December 31, 2009, compared to the year ended December 31, 2008.
The decrease in station rentals and landing fees expense was primarily due to our major partners

paying for certain station rents and landing fees directly to the airport.

Ground handling service. Ground handling service expense decreased $10.3 million, or 9.7%,
during the year ended December 31, 2009, compared to the year ended December 31, 2008. The
decrease in ground handling was primarily due to United transitioning 16 stations from SkyWest
Airlines to other ground handlers during the second quarter of 2008 and Delta transitioning 23 stations
from SkyWest Airlines and ASA to other ground handlers during the second quarter of 2009.

Other airline expenses. Other airline expenses, primarily consisting of property taxes, hull and
liability insurance, crew simulator training and crew hotel costs, decreased $18.6 million, or 11.6%,
during the year ended December 31, 2009, compared to the year ended December 31, 2008. The
decrease in other airline expenses was primarily due to the decrease in crew simulator training and

crew hotel costs.
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Interest. Interest expense decreased $19.7 million, or 18.6%, during the year ended December 31,
2009 compared to the year ended December 31, 2008. The decrease in interest expense was
substantially due to a decrease in interest rates. At December 31, 2009, we had variable rate notes
representing 38.6% of our total long-term debt. The majority of our variable rate notes are based on
the three-month and six-month LIBOR rates. At December 31, 2009, the three-month and six-month
LIBOR rates were 0.25% and 0.43%, respectively. At December 31, 2008, the three-month and
six-month LIBOR rates were 1.43% and 1.75%, respectively.

Interest income. Interest income decreased $9.7 million, or 46.5% during the year ended
December 31, 2009, compared to the year ended December 31, 2008. The decrease in interest income
was substantially due to the decrease in interest rates discussed in the preceding paragraph.

Total airline expenses. Total airline expenses (consisting of total operating and interest expenses)
decreased $859.3 million, or 25.7%, during the year ended December 31, 2009, compared to the year
ended December 31, 2008. We are reimbursed for our actual fuel costs by our major partners under
our contract flying arrangements. We record the amount of those reimbursements as revenue. Under
the SkyWest, SkyWest Airlines and ASA Delta Connection Agreements, we are reimbursed for our
engine overhaul expense, which we record as revenue. The following table summarizes the amount of
fuel and engine overhaul expenses which are included in our total airline expenses for the periods
indicated (dollar amounts in thousands).

Year Ended December 31,

2009 2008 $ Change % Change

Total airline eXpense . . ............c.ouuuenennn.. $2,487,749  $3,347,082  $(859,333) (25.7)%
Less: Fuel expense . ......................... 390,739 1,220,618  (829,879)  (68.0)%
Less: Engine overhaul reimbursement from major

PAItNErS . ..ottt e 112,556 120,101 (7,545) (6.3)%
Less: CRJ 200 engine overhauls reimbursed at fixed

hourlyrate ........... ... ... ... ... ... ..., 34,176 4,462 29,714 665.9%
Total airline expense excluding fuel and engine

overhauls and CRJ 200 engine overhauls reimbursed

at fixed hourly rate . ....................... $1,950,278  $2,001,901 $ (51,623) (2.6)%

Excluding fuel and engine overhaul costs and CRJ 200 engine overhauls reimbursed at fixed hourly
rates, our total airline expenses decreased $51.6 million, or 2.6%, during the year ended December 31,
2009, compared to the year ended December 31, 2008. The percentage decrease in total airline
expenses excluding fuel and engine overhauls, was more than the percentage increase in ASMs, which
was primarily due to the increased operating efficiencies obtained from increased stage lengths flown by
our regional jets.

Impairment of marketable securities. As a result of an ongoing valuation review of our marketable
securities portfolio, we recognized a pre-tax charge of approximately $7.1 million during the year ended
December 31, 2009 for certain marketable securities deemed to have other-than-temporary impairment.

Other income. During the year ended December 31, 2008, we negotiated the principal terms of a
prospective capacity purchase agreement with Continental, which was intended to become effective if
we had successfully completed our proposed acquisition of the outstanding shares of capital stock of
ExpressJet. During the course of those negotiations, Continental agreed it would pay us a break-up fee
under certain circumstances in the event our efforts to acquire ExpressJet were not successful. In June
2008, ExpressJet reached terms directly with Continental on a new capacity purchase agreement, and
accordingly, we were precluded from completing the acquisition of ExpressJet. As a result, we received
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the break-up fee from Continental in June 2008. The break-up fee, net of our direct transaction costs,
was $6.3 million (pre-tax) and was recorded as other income during the year ended December 31, 2008.

Income taxes. The provision for income taxes, as a percentage of income before taxes, increased
to 36.5% in 2009 from 35.9% in 2008. The lower 2008 rate includes the impact of a decrease to the
effective state income tax rate as the result of state tax law changes in Utah and other states. The state
effective tax rate also decreased slightly from 2008 to 2009 minimizing the increase of the effective tax
rate from 2008 to 2009.

Net Income. Primarily due to factors described above, net income decreased to $83.7 million, or
$1.47 per diluted share, for the year ended December 31, 2009, compared to $112.9 million, or $1.93
per diluted share, for the year ended December 31, 2008.

2008 Compared to 2007

Operational Statistics. The following table sets forth our major operational statistics and the
associated percentages-of-change for the periods identified below.

Year ended December 31,

2008 2007 % Change
Revenue passenger miles (000) . ....................... 17,101,910 17,892,282 (4.4)
Available seat miles (“ASMs”) (000) .................... 22,020,250 22,968,768 4.1)
Block hours .. ... 1,376,815 1,438,818 (4.3)
Departures . . ...t 872,288 904,795 (3.6)
Passengers carried. . . ... ... L 33,461,819 34,392,755 (2.7)
Passenger load factor . ............ .. ... .. ... 77.7% 77.9%  (0.2)pts
Revenue per available seatmile . . . ..................... 15.9¢ 14.7¢ 8.2
Cost per available seatmile. . . ........................ 15.2¢ 13.7¢ 109
Fuel cost per available seat mile . ...................... 5.5¢ 46¢ 19.6
Average passenger trip length (miles). ................... 511 520 (1.7)

Revenues. Operating revenues increased $121.9 million, or 3.6%, during the year ended
December 31, 2008, compared to the year ended December 31, 2007. We are reimbursed for our actual
fuel costs by our major partners under our contract flying arrangements. For financial reporting
purposes, we record these reimbursements as operating revenue. Under the SkyWest Airlines and ASA
Delta Connection Agreements, we are reimbursed for our engine overhaul expenses. We also record
those engine overhaul reimbursements as operating revenue. The following table summarizes the
amount of fuel and engine overhaul reimbursements included in our passenger revenues for the periods
indicated (dollar amounts in thousands).

Year end December 31,

2008 2007 $ Change % C