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US airline JetBlue announces $3.8 bn
acquisition of Spirit

July 28 2022

JetBlue unveiled a $3.8 billion proposed takeover of Spirit Airlines to create
what would be the fifth biggest US carrier.

JetBlue Airways plans to acquire low-price carrier Spirit Airlines for
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$3.8 billion, the companies announced Thursday, in what would establish
the fifth largest US airline.

The proposed takeover, which requires regulatory approval, comes a day
after Spirit terminated a combination with the Frontier Group following
JetBlue's competing bid challenging the transaction.

By combining, the companies will be able to challenge giant US carriers
American, Delta, United and Southwest. They expect $600-$700 million
in annual savings by joining forces, said a joint press release from Spirit
and JetBlue.

The companies plan to argue the deal will help consumers.

"We believe we can uniquely be a solution to the lack of competition in
the US airline industry and the continued dominance of the Big Four,"
said JetBlue Chief Executive Robin Hayes.

"By enabling JetBlue to grow faster, we can go head-to-head with the
legacies in more places to lower fares and improve service for everyone.
Even combined with Spirit, JetBlue will still be significantly smaller than
the Big Four."

But some aviation watchers think the transaction could draw criticism in
Washington, where antitrust regulators sued to block an alliance of
American Airlines and JetBlue.

The all-cash transaction adjusts the price if the deal is delayed because
of regulatory challenges. The price will be $33.50 per share if the
transaction is completed by December 2023.

But the price would increase to $34.15 per share if the transaction is
consummated in July 2024.
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JetBlue also agreed to a pay Spirit a fee of $70 million and Spirit
shareholders $400 million "in the unlikely event the proposed agreement
is not consummated for antitrust reasons," according to the press release.

In the wake of JetBlue's challenge to the Spirit-Frontier deal, Spirit
leaders, including Chief Executive Ted Christie, had depicted the
JetBlue transaction as a risky bet in light of antitrust concerns, as they
continued to advocate for the Frontier tie-up.

But on Thursday, Christie told CNBC that at the time he was "actively
soliciting" for the Frontier deal, but that there is "a lot of reason to be
excited about where we landed."

"We've been listening to the folks at JetBlue and they have a lot of good
thoughts on their plans," Christie told the network.

Although Spirit leaders continued to back the Frontier transaction, they
ran into trouble with Spirit shareholders who wanted the richer JetBlue
premium. Spirit was repeatedly forced to postpone an investor vote on
the Frontier agreement before finally pulling the plug on the transaction
on Thursday.

Shares of Spirit rose 4.0 percent to $25.27 in pre-market trading, while
JetBlue gained 2.0 percent to $8.57.
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