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DISCLAIMER

THIS DOCUMENT IS NOT AN OFFER OR THE SOLICITATION OF AN OFFER TO BUY INTERESTS IN BLACK BEAR VALUE FUND, LP (THE “FUND”). AN
OFFERING OF INTERESTS WILL BE MADE ONLY BY MEANS OF THE FUND’S CONFIDENTIAL PRIVATE OFFERING MEMORANDUM (THE “MEMORANDUM”")
AND ONLY TO SOPHISTICATED INVESTORS IN JURISDICTIONS WHERE PERMITTED BY LAW.

This document is confidential and for sole use of the recipient. It is intended for information purposes only and should be used only by sophisticated investors who are
knowledgeable of the risks involved. No portion of this material may be reproduced, copied, distributed, modified or made available to others without express written
consent of Black Bear Value Partners, LP (“Black Bear”). This material is not meant as a general guide to investing, or as a source of any specific investment
recommendation, and makes no implied or express recommendations concerning the matter in which any accounts should or would be handled.

An investment in the Fund is speculative and involves a high degree of risk. Black Bear is a newly formed entity with no operating history and employs certain trading
techniques, such as short selling and the use of leverage, which may increase the risk of investment loss. There can be no assurances that the Fund will have a return on
invested capital similar to the returns of other accounts managed by Adam Schwartz due to differences in investment policies, economic conditions, regulatory climate,
portfolio size, leverage and expenses. Past performance is not a guarantee of, and is not necessarily indicative of, future results. The Fund’s investment program
involves substantial risk, including the loss of principal, and no assurance can be given that the Fund’s investment objectives will be achieved.

The Fund will also have substantial limitations on investors’ ability to withdraw or transfer their interests therein, and no secondary market for the Fund’s interests exists or
is expected to develop. All of these risks, and other important risks, are described in detail in the Fund’s Memorandum. Prospective investors are strongly urged to review
the Memorandum carefully and consult with their own financial, legal and tax advisers before investing.

This presentation contains certain forward looking statements. Such statements are subject to a number of assumptions, risks and uncertainties which may cause actual
results, performance or achievements to be materially different from future results, performance or achievements expressed or implied by these forward-looking
statements and projections. Prospective investors are cautioned not to invest based on these forward-looking statements.

The information in this investor presentation is current as of the date listed on the cover page and is subject to change or amendment. The delivery of this investor
presentation at any time does not imply that the information contained herein is correct at any time subsequent to such date.

Certain information contained herein has been supplied to Black Bear by outside sources. While Black Bear believes such sources are reliable, it cannot guarantee the
accuracy or completeness of any such information.

The information presented herein is confidential and proprietary, and may not be disclosed by, or on behalf of, you to any third party except with the prior written consent
of Black Bear.
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INTRODUCTION TO BLACK BEAR VALUE PARTNERS, LP

“An investment in knowledge pays the best interest.” — Benjamin Franklin

Overview

 Black Bear Value Partners is an a
fundamental and value-oriented
investment manager approach
highlighted by certain attributes:

- Preservation of capital

- Understandable ideas

- High margin of safety

— Contrarian approach

— Concentrated portfolio

- Industry and asset class agnostic

Black Bear Value Partners, LP

Investment Philosophy

* Lower fees

« Significant personal investment
* Invest with a margin of safety

» Capital preservation is critical

* Performance driven culture

* Longer term capital base

» Patience and disciplined capital
allocation

Portfolio Manager

* Led by Adam Schwartz, a 16 year

professional buy-side investment
analyst with extensive experience
across a wide range of asset
classes and investment themes
including equities, structured credit,
corporate credit, capital structure
arbitrage and real estate

Adam was a senior member of the
investment team and a Director at
Fir Tree Partners, a $13BB AUM
investment manager from 2007-
2015
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PAST IDEAS @ VALUEX VAIL
STAGES OF INVESTMENT AND PERSONAL GROWTH

e Long Auto Dealers — June 2017 (AutoNation)
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PAST IDEAS @ VALUEX VAIL
STAGES OF INVESTMENT AND PERSONAL GROWTH

e Short Credit ETF's — June 2018
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AIRLINES - WHY INVESTORS AVOID THEM

» Lots of bankruptcies & failures

* Highly competitive/commoditized
o Capital intensive

» Cyclical

» Historically poor balance sheets

» Historically bad capital allocators — “See Clouds...Buy Planes!”

« “If you want to be a millionaire, start with a billion dollars and launch a new
airline.” — Sir Richard Branson

* “In another context, a friend once asked me: “If you're so rich, why aren’t you
smart?’ After reviewing my sorry performance with USAir, you may conclude he
had a point.” — Warren Buffett

e Why buy an airline?
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AIRLINES — WHAT IS SHINY OBJECT SYNDROME

1. Headline businesses with hard to predict & frequent short-term data
2. Lots of sellside coverage focusing on these short-term variables

3. “Second” businesses with stickier and less capital-intensive cashflow
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AIRLINES — WHAT IS SHINY OBJECT SYNDROME
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PLANES AKA THE SHINY OBJECT

o Operating margins 5-20%

e ROIC 10+%

* More rational/duopolistic in certain hubs
 Demographic tailwinds

* High fixed costs

 GDP-tied/cyclical business
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CREDIT CARDS: THE CASH COW

aska.

Mileage Plan

v

* Opague disclosure leads to lack of focus and attention
o Capital light “brokerage” commission - swipes
 Growing 10+% a year

 50%-+ operating margins - Higher incremental margins
e Long term monthly cashflow with “float” characteristics

e No credit risk
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JARGON — WHAT FEEDS SHINY OBJECT SYNDROME

o Capacity
« ASM'’s — Available seat miles
* More capacity = more seats, more planes, more seats in more planes etc.

 Revenue
« RASM — Revenue per average seat mile
e $'s taken in per mile flown

 Costs
« CASM - Costs per average seat mile
e $'s paid out per mile flown
« CASM-EX — take out fuel component for the operating unit economics

e Legacy carrier = American, Delta, United
« LCC = Low cost carrier = Alaska, JetBlue, Southwest
o ULCC = Ultra low-cost carrier = Frontier, Spirit
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SUMMARY AIRLINE CHARTS

Revenue Passenger Miles - Domestic
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SOURCE: Bureau of Transportation Statistics T-100 Segment data.

Industry passenger demand growing
faster than GDP
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Revenue Passenger Miles - International
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Experiential services are driving growth —
particularly air & foreign travel

Growth in Personal Consumption Expenditures (2007-2017)
GDP: +35%

Overall PCE: +37% |
1 +63%
|
I +54%
459, 1 *48%
|
|
|
+23% :
1
|
|
; ] ; ;
Goods Services :Experiential Air Travel Foreign
Services Travel

Note: Industry passengers sourced from Air Transport Association/Airlines for America and includes all U.S. passenger airlines; Growth in Personal Consumption

Expenditures, source McKinsey & Co. (December 2017)

Black Bear Value Partners, LP
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WHAT'S CHANGED?

» 2008 brought better balance sheets Exhibit 15: Industry Historical Operating Margins
and consolidation 20%
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WHAT'S CHANGED

Increasingly Diversified Top Line Improves Resiliency
Momentum across the business with less reliance on Main Cabin product

Total Revenue Components

« Larger portion of our revenue is now
generated by more diverse, higher-margin
revenue streams

»  Since 2011, both premium ticket revenue and mMain Cabin

American Express have more than doubled,
with strong future growth prospects

mPremium Products
®Loyalty Program

@ Travel-related
services

* Ancillary businesses are increasing in :
B Ancillary and cargo

importance given strong growth potential and
above-average margins

Note: Ancillary businesses include MRO, DAL Global Services, Delta Private Jets, Delta Vacations, Delta Material Services, and Delta Flight Products;

2018 reflects new accounting standards; DAL Global Services was sold in 2018

Black Bear Value Partners, LP Private and Confidential | 14




WHAT'S CHANGED

Strong Financial Performance Supports Balanced Capital Allocation

Running a reliable, customer-focused airline is producing strong profits and cash flows, allowing
for improved balance sheet strength and increased return of capital to shareholders

Pre-Tax Income

$5B+

$1.1B

2011 2019E
Returns to Shareholders

Free Cash Flow

~$2.5B

$0

2011 2019E

Note: Non-GAAP financial measures reconciled in Appendix

~$3B - $4B

$1.6B

2011 2019E
Adjusted Debt to EBITDAR
4.7X

1.5 — 2.5%

2011 2019E

Expect 2019 will be 5th year
with over $5B in pretax profits

Consistent cash flow
generation allows for significant
investment in the business

Targeting return of ~70% of
FCF to owners with steady
dividend growth

ADELTA
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CREDIT CARDS: A CUSTOMER ACQUISITION CHANNEL FOR BANKS

CUSTOMER
DATA AND SHARE f’w wD INCENTIVES
BANK - wants customers CURRENCY = MILEAGE PLAN AIRLINE - wants customers
CASH

MILES/REWARD

CREDIT RISK
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CREDIT CARD BUSINESS : DELTA/JAMEX NEW DEAL

Delta-Amex Contribution

* New multi-year agreement through 2029 sets
stage to create industry’s most valuable co-brand Nearly

portfolio / 57.08

— Expect benefit to reach nearly $7 billion by
2023

» Co-brand program has continued to gain
momentum with record card acquisition for the
past 2 years

2011 2019E 2023E

ADELTA ‘ -
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DELTA — ROUGH MATH ON GETTING FREE PLANES
» 3$4BB of cash from Amex to Delta: ~50% margins = $2BB in FCF

 What's that worth?

o $2.0bb of FCF = ~$3 per share growing 10+% with minimal incremental capital
o 15x? =%$45
o 17x? =%51
o 20x? = %60
o 25x? =375

e The stock is trading at ~$55

« Airline should generate between $1BB-$2BB in FCF per year on average
e $1.50-$3.00 per share
* What's right price for the airline? You get it for close to free
« 6x$1.50 =$9
o 8x$2.25=9%18
 10x $3.00 = $30

Total stock value of $54-$105: Little down...big up
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» Caveat emptor — this is an example — please do your own work

ALK UP/DOWN EXAMPLE

 Most of the value comes from the credit cards

ALK Up/Down
Down Base Up
Credit Card Cash $ 500§ 500§ 500
Multiple 12 O 18 0 20.0x

Credit Card Value S 6,000 S 0000 S 10,000
Adrline Revenue £ 8000 % 8000 % 8000
Operating Margin 7.5% 10.0% 12.5%
Ajrline FCF $ 100 $ 300 $ 500
Multiple 8.0x 9.0x 10.0%
Airline Value S 800 S 2,700 S 5,000
Total Value S 6,800 S 11,700 S 15,000
Today's Market Cap S$ 7.552 § 7.552 § 7.552
Implied Price S 548 'S 044 S 121.0
Todays Price 5 609 5 o009 5 06009

PNL -6.1 33.5 60.1

Black Bear Value Partners, LP

Dividend 5 14 § 14 3 14
Total PNL $ (4.66) & 3485 $ 61.47
% of Long -8% 57% 101%
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CONCLUSION

» Airline reward credit cards serve as a high-return customer acquisition channel
for banks.

» Underappreciated durable and growing cashflow from the secondary credit
card business

« Airlines should eventually rerate given their more stable and predictable cash.

CREDIT CARDS

(they change hves for eve
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CONTACT DETAILS

M

Black Bear Value Partners, LP
4601 Ponce De Leon Blvd. Suite 300
Coral Gables, FL 33146

Adam@BlackBearFund.com
Cell: (646) 821-1854
Office: (786) 605-3019
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TR
WALYR YA,

Explore more presentations at VALUExVail.com



https://valuexvail.com/
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