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To OQur Fellow Shareholders:

Hawaiian’s illustrious history has traditionally been measured by changes in its fleet of aircraft and, accordingly, 2001
will be remembered as the year of the 717. We took delivery of our first new Boeing 717-200, named ['iwi after the rare
Hawaiian forest bird, on February 28, 2001. /iwi inaugurated 717 interisland service on March 15, 2001. Twelve additional new
717s followed and were in service by the end of the year. :

The fact that we were able to complete an induction of our new interisland narrow-body fleet on schedule inside of 12
months is testament to the abilities of Hawaiian’s employees. Employees in virtually every area of the company worked overtime
to manage the myriad details involved in a new aircraft induction, and did so flawlessly. The Board of Directors was sufficiently
impressed that we accelerated our wide-body fleet replacement plans. As a result, before the year was out we’d taken delivery of
three new extended range Boeing 767-300ER aircraft, initiating our plan to begin replacement of our DC-10 fleet. As this report
goes to print, we have six B767-300ERs in service and expect to have 11 by the end of 2002.

2001 will also be remembered for the tragic terrorist attacks that shocked the world and rocked the airline industry.
Though early predictions of industry collapse didn’t materialize, only through a combination of impressively quick action by
Congress and the resiliency of the American people did most carriers avoid financial ruin in the months following September 11,
2001. Our own prompt action to reduce Hawaiian’s flight schedule by approximately 20 percent and take other cost-saving
measures within days after the attacks limited losses arising out of this event.

Still, the profound effects and uncertainty of these events prompted our board to entertain a proposal to combine our
company with Aloha Airgroup, Inc. through a merger directed by TurnWorks, Inc., the consulting company run by former
Continental president Greg Brenneman. However, when it became apparent that the April 18, 2002 outside date for the merger
could not be met, we were asked for an extension. That prompted a review of the proposed merger by the Board as we believed
that the agreed-upon outside date was an important element of the merger agreement. We sought, as a condition for an extension,
certain adjustments to the structure of the merger agreement, but these adjustments were rejected by Aloha. The merger
agreement was subsequently terminated.

Although the process was costly in terms of management time and capital, we emerged richer for the experience. Most
importantly, we learned the value of Hawaiian Airlines. Our assets constituted the foundation of the proposed merged carrier.
Our aircraft, our technology, our growth plan, our management team and, indeed, our balance sheet were to become the template
of the new airline.

This validation, together with the deep loyalty and commitment shown by our employees throughout the process and the
rebound in demand for Hawaii travel in early 2002, have buoyed our confidence that Hawaiian can accomplish on our own much
of what the merger promised. And we can do it without the burdens that would have accrued from the merger.

In March, we inaugurated new year-round daily nonstop service between Seattle and Maui, which was long part of our
growth plan. We also accelerated another part of our growth plan by announcing expansion into the secondary mainland markets
of Sacramento and Ontario, California, effective June 7, 2002, In April, we announced further expansion into secondary markets
with the addition of nonstop service to Phoenix, Arizona starting in October, 2002.  Market response to the Sacramento and
Ontario flights has been encouraging and advance bookings for our Phoenix service have exceeded expectations. '

The board and your management team remain committed to the continued growth of our Transpacific operations and to
finding ways to increase profitability in our Interisland operations. We’re also committed to maintaining service to all our
communities in Hawaii and to providing our workforce with the proper tools, equipment and training to do their jobs well and
enjoy their work.

Hawaiian’s employees bring something to our company that can’t be duplicated -- something more valuable than any
other part of the company. It is a culture and a value system that raises customers and co-workers to the level of family, ohana. It
is the same intangible that keeps millions of visitors returning to Hawaii. But much more than this, our employees bring
generations of expertise in providing air transportation. There is no one better in the airline business.

We will build on this strength. In the months to come, we will put renewed emphasis and resources into raising
performance levels throughout our company. From reservations to baggage claim and everything in between, we will work
closely with line employees to clear away obstacles to becoming the very best at what we do.

On behalf of all the employees and fellow shareholders at Hawaiian Airlines, we look forward to your continued support
throughout 2002 and beyond as we work toward achieving our company’s full potential.

\\Sincerely,

N LY
John W. Adams
Chairman of the Board

(This letter includes forward-looking statements that involve inherent risks and uncertainties. A number of important factors could cause actual resulls to differ
materially from those in the forward-looking statements. These factors include fluctuations in fuel prices, government regulations, lower than expected revenues,
economic conditions and competition in the area in which the Company operates and other factors described in our recent filings with the Securities and
Exchange Commission.)
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As used in this Amendment No. 2 to the Annual Report on Form 10-K/A, the terms “Hawaiian”,
“Company”, “we”, “us”, “our” and similar terms refer to Hawaiian Airlines, Inc., unless the context

L]

indicates otherwise.

We filed our original Annual Report on Form 10-K for the year ended December 31, 2001 with the
Securities and Exchange Commission (“SEC”) on April 1, 2002 and filed Amendment No. 1 to the Annual
Report on Form 10-K/A containing the information required under Part III with the SEC on April 30, 2002.
We are filing this Amendment No. 2 to the Annual Report on Form 10-K/A to restate our unaudited 2001
quarterly financial data presented in note 17 to the audited financial statements, as further discussed in note
17. For the purpose of this Amendment No. 2 to the Annual Report on Form 10-K/A, we have amended
and restated in its entirety our original Annual Report on Form 10-K filed on April 1, 2002, as amended by
Amendment No. 1 to the Annual Report on Form 10-K/A filed on April 30, 2002. In order to preserve the
nature and character of the disclosures as of April 1, 2002 and, with respect to Part I1I only, as of April 30,
2002, no attempt has been made in this Amendment No. 2 to the Annual Report on Form 10-K/A to modify
or update such disclosures for events which occurred subsequent to the original filings on April 1, 2002 and
April 30, 2002, respectively.

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K/A contains statements that are not related to historical results,
including, without limitation, statements regarding Hawaiian’s business strategy and objectives, future
financial position, estimated cost savings, estimated size and growth of relevant markets and the effects
on Hawaiian of the September 11, 2001 terrorist attacks, the Air Transportation Safety and System
Stabilization Act (“Stabilization Act”) and the Aviation and Transportation Security Act (“Security
Act”), are forward-looking statements within the meaning of the “Safe Harbor for Forward-Looking
Statements” provision of the Private Securities Litigation Act of 1995. It is not reasonably possible to
itemize all of the many factors and specific events that could affect the outlook of an airline operating in
the global economy. Some factors that could significantly impact expected capacity, traffic, load factors,
yields, revenues, unit revenues, expenses, costs, unit costs, capital spending, cash flows, pre-tax
margins, earnings, earnings per share, price to earnings ratios, debt load and other forward-looking
information include, without limitation, the adverse impact of the September 11 terrorist attacks and the
war on terrorism on the economy in general; the demand for air travel; the ability to reduce operating
costs and conserve financial resources, taking into account increased costs incurred or to be incurred as a
consequence of the attacks; the higher costs associated with new airline security directives and any other
increased regulation of air carriers; the significantly higher costs of aircraft insurance coverage for future
claims caused by acts of war, terrorism, sabotage, hijacking and other similar perils, and the extent to
which such insurance will continue to be available; the ability to reduce costs to a level that takes into
account the size of Hawailan’s operation; the ability to raise financing in light of the September 11
events; the cost of crude oil and jet fuel; airline pricing environment; industry capacity decisions;
competitors’ route decisions; the success of Hawaiian’s cost-reduction efforts; strategic decisions of
management; adoption of new accounting rules; results of union contract negotiations and their impact on
labor costs and operations; the willingness of customers to travel; continued benefits of strategic airline
alliances; actions of the U.S., foreign and local governments; foreign currency exchange-rate
fluctuations; the stability of the U.S. economy; inflation; the economic environment of the airline
industry and the economic environment in general. Forward-looking statements involve risks and
uncertainties that may impact Hawaiian’s actual results of operations. In some cases, identification of
forward-looking statements can be made through use of terminology such as “may,” “will,” “should,”
“could,” “expects,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “potential,” or
“continue” or the negative of such terms and other comparable terminology. Although we believe that
the assumptions on which any forward-looking statements are based are reasonable, there can be no
assurance that such assumptions will prove to be accurate and actual results could differ materially from
those discussed in the forward-looking statements.




Developments in any of these areas, as well as other risks and uncertainties detailed from time to time in
Hawaiian’s Securities and Exchange Commission filings, could cause our results to differ from results
that have been or may be projected by or on behalf of Hawaiian. We caution that the foregoing list of
important factors is not exclusive. We do not undertake and expressly disclaim any obligation to update
any forward-looking statements that may be made from time to time by or on behalf of Hawaiian.

PART I
ITEM 1. BUSINESS.

Overview

Hawaiian is the largest airline headquartered in Hawaii, based on operating revenues of $611.6 million
for 2001. We are engaged primarily in the scheduled transportation of passengers, cargo and mail.
Hawaiian was incorporated in January 1929 under the laws of the Territory of Hawaii. We currently fly
approximately 150 daily flights between Hawaii and six major U.S. cities (“transpacific”) and among the
six major islands in the State of Hawaii (“interisland”), and weekly flights between Hawaii and each of
Pago Pago, American Samoa and Papeete, Tahiti in the South Pacific (“south pacific”). Our common stock
1s listed on the American Stock Exchange and the Pacific Exchange under the symbol "HA." Our principal
offices are located at 3375 Koapaka Street, Suite G-350, Honolulu, Hawaii 96819. Qur telephone and
facsimile numbers are (808) 835-3700 and (808) 835-3690, respectively.

Segment Information

Principally all of our flight operations either originate or end in the State of Hawaii. The management of
our operations 1s based on a system-wide approach due to the interdependence of our route structure in the
various markets that we serve. We operate as a matrix form of organization as we have overlapping sets of
components for which managers are held responsible. Managers report to our chief operating decision-
maker on both our geographic components and our product and service components, resulting in
components based on products and services constituting one operating segment. As we offer only one
service (i.e., air transportation), management has concluded that we have only one segment of business.

Recent Developments

On September 11, 2001, the United States was attacked by terrorists using four hijacked commercial jets of

two other U.S. airlines. The Federal Aviation Administration (“FAA”) ordered all U.S. aircraft grounded
immediately and closed U.S. airspace to all air traffic. Certain airports were reopened on September 13,
2001, and we were able to resume service on a limited basis that day. However, it took several days to
reposition aircraft, reopen airports and return to full service capability.

We responded to the reduced travel demand after the events of September 11, 2001 by reducing operating
capacity and furloughing part of our workforce. Effective October 1, 2001 we reduced our capacity,
measured by available seat miles, by approximately 22%. On September 28, 2001, we sent out furlough
notices to approximately 12% of our total workforce. In addition, on September 25, 2001, Renaissance
Cruises, Inc. ceased operations resulting in the termination of our Los Angeles to Papeete charter service,
consisting at that time of approximately four round trips weekly.

On September 22, 2001, President George W. Bush signed into law the Stabilization Act, affecting all U.S.
airlines and air cargo carriers. The provisions of the Stabilization Act allow for the airlines and cargo
carriers to receive certain reimbursements, suspensions or extensions of payment of fees and taxes, and
other costs related to the impact on airline industry of the events of the September 11, 2001 terrorist
attacks. Additionally, on November 19, 2001, President Bush signed into law the Security Act,
federalizing substantially all aspects of civil aviation security.




We received $24.9 million in assistance from the federal government under the Stabilization Act as of
December 31, 2001 and anticipate receiving an additional $5.9 million in early 2002. In addition, subject
to federal guidelines, the Stabilization Act includes federal loan guarantees for airlines of which we expect
to be eligible to apply. We cannot guarantee that we will seek or be able to obtain federal loan guarantees
under the Stabilization Act.

The environment in which we operate and on which we are dependent has been greatly affected by the
events of September 11, 2001 and their aftermath. Tourism is the largest source of revenue for the economy
of the State of Hawaii, and the tourism industry in the State of Hawaii has been and continues to be
adversely affected. Due to the lack of predictability of future traffic, business mix and yields, we are not
able to fully estimate the long-term impact of the events of September 11, 2001 on our business.

On December 19, 2001, we entered into an Agreement and Plan of Merger (the “Merger Agreement”)
among Hawaiian, Aloha Airgroup, Inc. (“Aloha”), TumWorks Acquisition III, Inc. (“Holdco™) and
TurnWorks, Inc. (“TurnWorks”), pursuant to which each of Hawaiian and Aloha agreed to become a
wholly owned subsidiary of Holdco and the existing shareholders of Hawaiian and Aloha would become,
along with TurnWorks, shareholders of Holdco (the “proposed merger”). On February 14, 2002, Holdco
and its subsidiaries filed a Registration Statement on Form S-4 with the Securities and Exchange
Commission with respect to the proposed merger.

When it became clear to the parties that the April 18, 2002 outside date agreed to by the parties in the
Merger Agreement would not be satisfied due to the expected timing of regulatory approvals and reviews
and other matters, TurnWorks requested that Hawaiian extend the outside date. After considering the
request, Hawaiian announced on March 16, 2002 that it had determined not to extend the outside date. The
parties conducted discussions with respect to potential revisions to the Merger Agreement and a potential
formal termination of the Merger Agreement, but no resolution was reached. As the parties have now
publicly announced their intentions to pursue other courses of action, we have treated the Merger
Agreement as having been effectively terminated. We believe the other parties are taking the same
position.

Flight Operations

In the first half of 2001, we added daily transpacific flights between Honolulu, Hawaii and San Diego,
California. In response to the events of September 11, 2001, we suspended on Cctober 1, 2001 our
transpacific flight between Maui, Hawaii and Los Angeles, California, as well as our second flight between
Honolulu, Hawaii and Seattle, Washington. We continue to evaluate our transpacific expansion plans and
are increasing service into these markets as travel patterns warrant. In 2002, we announced that we will
begin in June 2002 additional transpacific flights between Maui, Hawaii and San Francisco, California, and
between Maui, Hawaii and Los Angeles, California, as well as a seasonal flight between Honolulu, Hawaii
and Los Angeles, California. On March 15, 2002, we introduced a daily flight between Maui, Hawaii and
Seattle, Washington. We also announced that we will begin in June 2002 service to two new mainland
cities with daily nonstop service between Honolulu, Hawaii and Sacramento, California, and between
Honolulu, Hawaii and Ontario, California.

On average and depending on seasonality, we operate approximately 150 scheduled flights per day with
o daily service on our transpacific routes between Hawaii and Las Vegas, Nevada and the five
key U.S. West Coast gateway cities of Los Angeles, San Diego and San Francisco, California,

Seattle, Washington and Portland, Oregon;

o daily service on our interisland routes among the six major islands of the State of Hawaii; and

o  weekly service on our south pacific routes as the sole direct provider of air transportation
from Hawaii to each of Pago Pago, American Samoa, and Papeete, Tahiti in the South Pacific.




We also provide charter service daily from Honolulu, Hawaii to Las Vegas, Nevada and two to three times
weekly from Honolulu, Hawaii to Anchorage, Alaska.

Alrcraft

In 1999, we announced our plans to modernize our narrow-body interisland aircraft fleet with new Boeing
717s. In 2001, we completed the replacement of our entire fleet of 15 DC-9-50 aircraft used on interisland
routes with 13 new Boeing 717-200 aircraft. Also, in 2001 we announced plans to replace all of our wide-
body DC-10 aircraft utilized on the transpacific and south pacific routes with Boeing 767-300ERs. We took
delivery of three new Boeing 767-300ER aircraft in the fourth quarter of 2001; two additional Boeing 767-
300ER aircraft were delivered in March 2002 and we have plans for 11 additional Boeing 767-300ER
aircraft to be delivered in 2002 and 2003. Upon completion of our fleet modernization plan in 2003, we
expect to have one of the youngest fleets of any U.S. national or major carrier. Refer to Part I, Item 2,
Properties of this Form 10-K for further discussion on our aircraft.

Maintenance

We developed extensive maintenance programs, which consist of a series of phased or continuous checks
for each aircraft type. These checks are performed at specified intervals measured either by time flown or
by the number of takeoffs and landings, or "cycles," performed. In addition, from time to time, we perform
inspections, repairs and modifications of our aircraft in response to FAA directives. Checks range from
daily "walk around" inspections, to more involved overnight maintenance checks, to exhaustive and time
consuming overhauls. Aircraft engines are subject to phased maintenance programs designed to detect and
remedy potential problems before they occur. The service lives of certain parts and components of both
airframes and engines are time or cycle controlled. Parts and other components are replaced or overhauled
prior to the expiration of their time or cycle limits.

Code Sharing and Other Alliances

We have marketing alliances with other airlines that provide reciprocal frequent flyer mileage accrual and
redemption privileges and code sharing on certain flights. We have code sharing agreements with Alaska
Airlines, Inc. (“Alaska”), American Airlines, Inc. (“American”), American Eagle Airlines, Inc. (“American
Eagle”), Continental Airlines, Inc. (“Continental”), and Northwest Airlines, Inc. (“Northwest”). We also
participate in the frequent flyer programs of Alaska, American, Continental, Northwest, Air Tahiti Nui, Inc.
(“Air Tahiti Nui”) and Virgin Atlantic Airlines, Inc. (“Virgin Atlantic”). These programs enhance our
revenue opportunities by

o  providing our customers more value by offering more travel destinations and better mileage
accrual/redemption opportunities,

o  gaining access to more connecting traffic from other airlines, and

o  providing members of our alliance partners’ frequent flyer program an opportunity to travel
on our system while earning mileage credit in the alliance partners’ program.

Although these programs and services increase our ability to be more competitive, they also increase our
reliance on third parties. Refer to “Risk Factors, Reliance on Third Parties”.

Marketing

As with other airlines, most of our ticket sales are generated by travel agents. Travel agents generally
receive commissions measured by a certain percentage of the price of tickets sold. In an effort to reduce
our reliance on travel agencies and lower our distribution costs, we continue to expand and pursue
e-commerce initiatives.




Electronic tickets or e-tickets, result in lower distribution costs to us while providing increased customer
convenience. In 2001, we recorded over $153.1 million in e-ticket revenue representing approximately
31% of total passenger revenue. Cur website, <www.hawaiianair.com>, offers customers information on
our flight schedules, our frequent flyer program, HawaiianMiles, booking reservations on our flights or
connecting flights with any of our code share partners, the status of our flights as well as the ability to
purchase tickets or travel packages. We also publish fares with web-based travel services such as ORBITZ,
Travelocity, Expedia, Cheap Tickets, Trip, Hotwire, and Priceline. These comprehensive travel planning
websites provide customers with convenient online access to airline, hotel, car rental, and other travel
services. In 2001, we recorded $27.5 million in ticket sales from web-based travel services compared with
$18.1 million in 2000.

We expect to continue our promotion of e-ticket usage and growth in e-commerce in order to improve
service to our customers and to reduce our distribution costs.

Frequent Flyer Program

Our HawaiianMiles frequent flyer program was initiated in 1983 to encourage and develop a customer
loyalty base. The HawaiianMiles program allows passengers to earn mileage credits by flying on Hawaiian
and other carriers, particularly Alaska, Northwest and Virgin Atlantic. We also credit members with
mileage credits for patronage of other businesses, including hotels, car rental firms, credit cards and long
distance telephone companies, pursuant to our exchange partnership agreements. We also sell mileage
credits to other companies participating in the program.

HawaiianMiles members are entitled to a choice of various awards based on accumulated mileage, with a
majority of the awards being free air travel. Travel awards available in the HawaiianMiles program range
from a 5,000 mile award, which are redeemable for a one-way interisland flight, to 60,000 and 75,000 mile
awards, which are redeemable for a roundtrip first class transpacific flight and a roundtrip first class south
pacific flight, respectively.

We have increased our frequent flyer membership to 1.08 million members as of December 31, 2001 from
0.91 million members as of December 31, 2000. Active membership increased to 0.75 million as of
December 31, 2001 from 0.63 million as of December 31, 2000.

Competitien

Transpacific
We face multiple competitors on our transpacific routes, including major carriers such as American,
Continental, Northwest, Delta Airlines, Inc. (“Delta”), United Airlines, Inc. (“United”) and charter carriers.
We believe that transpacific competition is primarily based on fare levels, flight frequency, on-time
performance and reliability, name recognition, affiliations, frequent flyer programs, customer service,
aircraft type and in-flight service.

South Pacific

We are the only provider of direct service between Honolulu and each of Pago Pago, American Samoa and
Papeete, Tahiti.

Interisland

While there are several small commuter and “air taxi” companies that provide air transportation to Hawaii
airports that cannot be served by large aircraft, the interisland routes are serviced primarily by Hawaiian
and Aloha. We operate approximately 129 daily interisland flights subject to seasonality, representing
about 40% of total flights operated by the two carriers. We believe that interisland competition is primarily
based on fare levels, flight frequency, on-time performance and reliability, name recognition, affiliations,
frequent flyer programs, customer service and aircraft type.




Employees

As of December 31, 2001, we had 3,069 active employees, of which 2,572 were employed on a full-time
basis. The majority of our employees are covered by labor agreements with the following unions: the
International Association of Machinists and Aerospace Workers (AFL-CIO) (“IAM”), the Air Line Pilots
Association, International (“ALPA”), the Association of Flight Attendants (“AFA”), the Transport Workers
Union (“TWU”) and the Employees of the Communications Section (“Communications Section™). All
contracts, other than the contract with the seven-member Communications Section, were renegotiated in
2000 and 2001 and are subject to renegotiation again in 2004 and 2005. We are currently in direct
negotiations with the Communications Section. We expect to continue to develop and execute our business
strategy of ongoing good relations with our employees.

Regulation

Our business is subject to extensive and evolving federal, state, local and transportation laws and
regulations. These laws and regulations are administered by federal, state and local agencies in the United
States. Many of these agencies regularly examine our operations to monitor compliance with these laws
and regulations. Governmental authorities have the power to enforce compliance with these laws and
regulations and to obtain injunctions or impose civil or criminal penalties in case of violations.

We cannot guarantee that we will be able to obtain or maintain necessary governmental approvals. Once
obtained, operating permits are subject to modification and revocation by the issuing agency. Compliance
with these and any future regulatory requirements could require us to make significant capital and operating
expenditures. However, most of these expenditures are made in the normal course of business and do not
place us at any competitive disadvantage. The primary U.S. federal statutes affecting our business are
summarized below:

Industry Regulations

As a certificated air carrier, we are subject to the regulatory jurisdiction of the Department of
Transportation (“DOT”) and the Federal Aviation Administration (“FAA”). The DOT has jurisdiction over
certain aviation matters such as the carriers' certificate of public convenience and necessity, international
routes and fares, consumer protection policies including baggage liability and denied-boarding
compensation and unfair competitive practices as set forth in the Transportation Act. Hawaiian and all
other domestic airlines are subject to regulation by the FAA under the Transportation Act. The FAA has
regulatory jurisdiction over flight operations generally, including equipment, ground facilities, security
systems, maintenance and other safety matters. To assure compliance with its operational standards, the
FAA requires air carriers to obtain operations, airworthiness and other certificates, which may be
suspended or revoked for cause. The FAA also conducts safety audits and has the power to impose fines
and other sanctions for violations of aviation safety and security regulations. Like other carriers, we are
subject to inspections by the FAA in the normal course of business on a routine ongoing basis. We operate
under a Certificate of Public Convenience and Necessity issued by the DOT (authorizing us to provide
commercial aircraft service) as well as a Part 121 Scheduled Carrier Operating Certificate issued by the
FAA.

Maintenance Directives and Other Regulations
The FAA approves all airline maintenance programs, including changes to the programs. In addition, the

FAA licenses the mechanics who perform the inspections and repairs, as well as the inspectors who
monitor the work.

The FAA frequently issues air worthiness directives, often in response to specific incidents or reports by
operators or manufacturers, requiring operators of specified equipment to perform prescribed inspections,
repairs or modifications within stated time periods or numbers of take off and landing cycles. In the last
several years, the FAA has issued a number of maintenance directives and other regulations relating to,




among other things, cargo compartment fire detection/suppression systems, collision avoidance systems,
airborne windshear avoidance systems, noise abatement and increased inspection requirements. We cannot
predict what new air worthiness directives will be issued and what new regulations will be adopted or how
our businesses will be affected by any such directives or regulations. We expect that we may from tlme to
time incur expenses to comply with new airworthiness directives and regulations.

Additional laws and regulations are proposed from time to time, which could significantly increase the cost
of airline operations by imposing additional requirements or restrictions. Laws and regulations also have
been considered from time to time that would prohibit or restrict the ownership and/or transfer of airline
routes or takeoff and landing slots. Also, the award of international routes to U.S. carriers (and their
retention) is regulated by treaties and related agreements between the U.S. and foreign governments, which
are amended from time to time. We cannot predict what laws and regulations will be adopted or what
changes to international air transportation treaties will be effected, if any, or how we will be affected.

We believe that we are in compliance with all requirements necessary to maintain in good standing our
respective operating authorities granted by the DOT and our respective air carrier operating certificates
issued by the FAA. A modification, suspension or revocation of any of our DOT or FAA authorizations or
certificates would have a material adverse effect on our operations.

Several aspects of airline operations are subject to regulation or oversight by federal agencies other than the
FAA and the DOT. The U.S. Department of Defense regulates Civil Reserve Air Fleet and government
charters. The federal antitrust laws are enforced by the U.S. Department of Justice. The U.S. Postal Service
has jurisdiction over certain aspects of the transportation of mail and related services provided by our cargo
services. Labor relations in the air transportation industry are generally regulated under the Railway Labor
Act. Hawaiian and other airlines certificated prior to October 24, 1978 are also subject to preferential hiring
rights granted by the Transportation Act to certam airline employees who have been furloughed or
terminated {other than for cause).

Security

On November 19, 2001, President Bush signed into law the Security Act. This Security Act federalizes
substantially all aspects of civil aviation security, creating a new Transportation Security Administration
(the “TSA”) under the Under Secretary of Transportation for Security of the DOT. Under the Security Act,
all screeners at airports will be federal employees, and substantially all elements of airline and airport
security will be overseen and performed by federal employees, including federal security managers, federal
law enforcement officers, federal air marshals and federal security screeners. The law, among other
matters, mandates numerous changes for the airline industry and its passengers. These mandates include
improved flight deck security, deployment of federal air marshals on board flights, improved airport
perimeter access security, airline crew security training, enhanced security screening of passenger baggage,
cargo, mail, employees, vendors and enhanced training and qualifications of security screening personnel.
In addition, airlines will be responsible for providing additional passenger data to U.S. Customs and
enhanced background checks. Funding for the costs of these new airline and airport security measures
under the law is provided by a new $2.50 per enplanement ticket fee (up to a maximum fee of $5.00 per
one-way trip). Beginning on February 1, 2002, air carriers were required to begin collecting the new ticket
fee from passengers. The law requires that, beginning February 18, 2002, the TSA will assume all civil
aviation security functions and responsibilities.  Also, the TSA may assume existing contracts for the
provision of passenger screening services at U.S. airports for up to 270 days, after which all security
screeners must be federal employees. In accordance with the Security Act, effective January 18, 2002, all
checked baggage are required to be screened at all airports in the U.S. Also, all U.S. airports are required
to have sufficient explosive detecting systems in place to screen all checked baggage by December 31,
2002.
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Risk Factors
Terrorist Attacks

The terrorist attacks of September 11, 2001 adversely affected our financial condition and results of
operations as well as the airline industry in general. Those effects continue, although they have been
mitigated somewhat by increased traffic, the Stabilization Act and our cost-cutting measures. Moreover,
additional terrorist attacks, even if not made directly on the airline industry, or the fear of such attacks,
could further negatively impact us and the airline industry. Among the effects we experienced from the
September 11, 2001 terrorist attacks were significant flight disruption costs caused by the FAA-imposed
grounding of the U.S. airline industry’s fleet, significantly increased security, insurance and other costs,
and lower yields. Due in part to the lack of predictability of future traffic, business mix and yields, we are
currently unable to estimate the long-term impact on us of the events of September 11, 2001 and the
sufficiency of our financial resources to absorb that impact. However, given the magnitude of these
unprecedented events and their potential subsequent effects, the adverse impact on our financial condition,
results of operations and prospects may continue to be material.

September 11, 2001 Related Regulation

Implementation of the requirements of the Security Act will result in increased costs for our passengers. In
addition, we may not be able to meet the requirements of the law regarding this screening while
maintaining current service levels, thus these requirements may result in service disruptions and delays.

The law also requires air carriers to honor tickets for suspended service on other air carriers that are
insolvent or have declared bankruptcy within 18 months of the passage of the Security Act. To be eligible,
a passenger must make arrangements with the air carrier within 60 days after the date on which the
passenger’s air transportation was suspended. Because this provision of the Security Act was recently
enacted, it is difficult to determine its impact. If a major U.S. air carrier were to declare bankruptcy and
cease operations, this feature of the Security Act could have a significant impact on our operations. To the
extent we are not reimbursed for honoring such tickets, the impact could be adverse.

Fuel Costs
Aircraft fuel is a significant expense for any air carrier and even marginal changes in fuel prices can greatly

impact a carrier’s profitability. The following table sets forth statistics about our aircraft fuel consumption
and cost for each of the last three years (including the impact of our fuel hedging programy):

Gallons Total cost, Average % of

consumed  including taxes  costper operating
Year (in thousands) (in thousands) gallon expenses
2001* 129,208 $111,717 86.5 ¢ 18.8%
2000 141,429 $ 126,962 89.8 ¢ 20.4%
1999 120,894 $ 76,148 63.0 ¢ 14.4%

* The amounts for 2001 reflect the January 1, 2001 adoption of Statement
of Financial Accounting Standards No. 133, "Accounting for Derivative
Instruments and Hedging Activities" (SFAS 133), the 2000 and 1999 amounts
do not. See the further discussion of the impact of SFAS 133 in Note 3
to our consolidated financial statements.

The single most important factor affecting petroleum product prices, which includes the price of aircraft
fuel, continues to be the actions of the major oil producing countries in setting targets for the production
and pricing of crude oil. In addition, the markets for heating oil, diesel fuel, automotive gasoline and
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natural gas can affect aircraft fuel prices. All petroleum product prices continue to be subject to
unpredictable economic, political and market factors. Also, the balance among supply, demand and price
has become more reactive to world market conditions. Accordingly, the price and availability of aviation
fuel, as well as other petroleum products, continues to be unpredictable. A fuel supply shortage resulting
from a disruption of oil imports or otherwise, could result in higher fuel prices or curtailment of scheduled
service which could have a material adverse effect on our operations.

A one-cent change in the cost per gallon of fuel has an impact on our operating expenses of approximately
$108,000 per month (based on 2001 consumption). We have realized savings in fuel expense in 2001 as a
result of our introduction of 13 new Boeing 717-200 aircraft to our aircraft fleet replacing less fuel-efficient
aircraft. We expect further savings in fuel expense in 2002 and thereafter with the introduction to our
aircraft fleet of Boeing 767-300ER aircraft replacing older DC-10 aircraft. Significant changes in fuel
prices or availability would materially affect our operating results.

We utilize heating oil forward contracts to manage market risks and hedge our financial exposure to
fluctuations in our aircraft fuel costs. We employ a strategy whereby heating oil contracts may be used to
hedge up to 50% of our anticipated aircraft fuel needs. Our fuel hedging strategy may limit our ability to
benefit from declines in fuel prices and expose us to losses in the event of crude oil price fluctuations.
Refer to Management’s Discussion and Analysis of Financial Condition and Results of Operations
contained in Part II, Item 7 of this Form 10-K for further discussion on aircraft fuel expense and the
financial instruments that we use to manage market risks and hedge our financial exposure resulting from
fluctuations in our aircraft fuel costs.

Seasonality and Cyclicality

Our profitability and liquidity are sensitive to seasonal volatility primarily due to leisure and holiday travel
patterns. Hawalii is a popular vacation destination for travelers. Traffic levels are typically weaker in the
first quarter of the year and stronger travel periods occur during June, July, August and December. During
weaker travel periods, we may adjust our flight availability or utilize aggressive fare pricing strategies, in
order to increase our traffic volume, which may involve higher ticket discounts during these periods.

Even without the events of September 11, 2001, the airline industry is subject to substantial cyclical
volatility. Airlines -frequently experience higher fluctuating short-term cash requirements caused by
seasonal fluctuations in traffic, that often deplete cash during off-peak periods, and by other factors that are
not necessarily seasonal. These factors include the extent and nature of fare changes and competition from
other airlines, changing levels of operations, national and international events, fuel prices and general
economic conditions, including inflation. Because a substantial portion of both personal and business
airline travel is discretionary, the industry tends to experience adverse financial results in general economic
downturns. Accordingly, airlines require substantial liquidity to sustain continued operations under most
conditions.

The nature of the airline industry requires substantial financial and operating leverage. The airline industry
operates on low gross profit margins and revenues that vary substantially in relation to fixed operating
costs. Due to high fixed costs, the expenses of each flight do not vary proportionately with the number of
passengers carried, but the revenues generated from a particular flight are directly related to the number of
passengers carried. Accordingly, while a decrease in the number of passengers carried would cause a
corresponding decrease in revenue (if not offset by higher fares), it may result in a disproportionately
greater decrease in profits. An increase in the number of passengers carried would have the opposite effect.

Dependence on Tourism

Our principal base of operations is in Hawaii with our revenue linked primarily to the number of travelers
to, from and among the Hawaiian Islands. Tourists constitute a majority of the travelers to and from
Hawaii, as well as between the islands. Tourism levels are affected by, among other things, the strength of
the local Hawaii economy, the popularity of Hawaii as a tourist destination in general and other global
factors, including the political and economic climate in the areas from which tourists to Hawalii typically
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originate. From time to time, various events and industry-specific problems such as strikes have had a
negative impact on tourism in Hawaii. In addition, the terrorist attacks that occurred on September 11, 2001
have had a material adverse effect on Hawaii tourism.

According to statistics published by the State of Hawaii's Department of Business, Economic Development
and Tourism, for the year ended December 31, 2001, visitors arriving on domestic flights to Hawaii totaled
approximately 4.2 million, a decrease of 5.1% from 2000. During the same period, visitors arriving on
international flights totaled approximately 2.1 million, a decrease of 16.2% from 2000. Overall visitor
arrivals for the last three months of 2001 totaled approximately 1.3 million, a decrease of 24.4% from the
same period in 2000.

No assurance can be given that the level of passenger traffic to Hawaii will not further decline in the future.
A decline in the level of Hawaii passenger traffic could have a material adverse effect on our operations
and profitability.

Competition

The airline industry is highly competitive, primarily due to the effects of the Airline Deregulation Act of
1978, recodified into the Transportation Act. The Transportation Act substantially eliminated government
authority to regulate domestic routes and fares and has increased the ability of airlines to compete with
respect to destination, flight frequencies and fares. Airline profit levels are highly sensitive to, and can be
severely impacted by, among other things, adverse changes in fuel costs, average yield (seat pricing) and
passenger demand. After September 11, 2001, we reduced fares in certain markets to attract customers, as
did most airlines. ‘

The U.S. airline industry has consolidated in recent years as a result of mergers and liquidations, and
further consolidation may occur in the future. The consolidations have, among other things, enabled certain
carriers to expand their international operations and increase their presence in the United States. In recent
years, the airline industry has experienced alliances among U.S. carriers and between large U.S. and
foreign carriers, allowing the carriers that are parties to these alliances to strengthen their overall
operations. Conversely, the industry has also seen in recent years the emergence and growth of low-cost,
low-fare domestic carriers, which has further intensified competitive pressures. Aircraft, skilled labor and
gates at most airports continue to be available to start-up carriers. In some cases, the new entrants have
initiated or triggered price discounting.

Many of our competitors are larger and have substantially greater financial resources than we do. The
commencement of or increase in service on our routes by existing or new carriers could negatively impact
our operating results. Competing airlines have, from time to time, reduced fares and increased capacity
beyond market demand on routes served by us in order to maintain or generate additional revenues. Further
fare reductions and capacity increases by competing airlines could cause us to reduce fares or adjust our
capacity to levels that may adversely affect our operations and profitability. Many of our competitors have
larger customer bases, greater brand recognition in other airline markets and significantly greater financial
and marketing resources than we do. Either aggressive marketing tactics or a prolonged fare war initiated
by these competitors could impact our limited financial resources and affect our ability to compete in these
markets.

Vigorous price competition exists in the airline industry, with competitors frequently offering reduced
discount fares and other promotions to stimulate traffic during weaker travel periods, generate cash flow or
increase relative market share in selected markets. The introduction of broadly available, deeply discounted
fares by a U.S. airline could result in lower yields for the entire industry and could have a material adverse
effect on our operating results.

Reliance on Third Parties

We have agreements with contractors, including The Boeing Company and its affiliates (“Boeing”),
Alaska, American, Continental, Delta, Northwest and certain other contractors, to provide certain facilities
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and services required for our operations. These facilities and services include aircraft leasing and
maintenance, code sharing, reservations, computer services, frequent flyer programs, passenger processing,
ground facilities, baggage and cargo handling and personnel training. Our reliance on these third parties to
continue to provide these important aspects of our business may impact our ability to conduct our business
effectively.

Maintenance on the DC-10 aircraft leased from Continental is provided by Continental. Line maintenance
including daily routine and nonroutine work up to and including B-checks on the DC-10 aircraft leased
from American is performed by us in Honolulu and by various contracted vendors at our U.S. mainland
stations. American is responsible for all other maintenance on the DC-10 aircraft leased from American.
The maintenance agreement with American provides for access to spare parts, engines and rotables for the
maintenance of these aircraft. As a result, we do not maintain large inventories of spare engines or parts to
support the operation of the DC-10 aircraft. We pay American a minimum contractual per hour charge for
maintenance services, monthly in arrears. During 2001, we incurred approximately $80.8 million of lease
and maintenance expenses under the American leases and aircraft maintenance agreements. If American,
Continental or other maintenance vendors terminates the respective maintenance arrangements, we would
have to seek an alternate source of maintenance service or undertake to maintain these DC-10s ourselves.
No assurance can be given that we would be able to do so on a basis that is as cost-effective as the current
maintenance arrangements. ‘

We have an agreement with the Pratt & Whitney division of United Technologies Corporation to provide
comprehensive power by the hour overhaul and maintenance services as needed for the Pratt & Whitney
engines utilized on our fleet of Boeing 767-300ER aircraft. We also have a contract with Delta for
maintenance on our Boeing 767-300ER aircraft at stations on the U.S. mainland. For our Boeing 717
interisland fleet, we have agreements with Rolls Royce entities to provide power by the hour maintenance
and spare engine and parts pooling. If Pratt & Whitney, Delta or Rolls Royce terminates or fails to perform
under these arrangements, we would have to seek an alternative source for these services or undertake to
maintain these engines and aircraft ourselves. No assurance can be given that we would be able to do so on
a basis that is as cost-effective as these agreements.

We have code sharing agreements with Alaska, American, American Eagle, Continental and Northwest.
We also participate in the frequent flyer programs of Air Tahiti Nui, American, Continental, Northwest,
and Virgin Atlantic. Although these agreements increase our ability to be more competitive, they also
increase our reliance on third parties.

In 2001 and 2000, passenger ticket sales from one Hawaii-based wholesaler constituted approximately 21%
and 17% of our total operating revenues, respectively. Travel agents generally have a choice between one
or more airlines when bocking a customer's flight. Accordingly, any effort by travel agencies to favor
another airline or to disfavor the Company could adversely affect our revenues. Although management
intends to continue to offer competitive incentives, and to maintain favorable relations with travel agencies,
there can be no assurance that travel agencies will continue to do business with us. The loss of any one or
several travel agencies may have a material adverse affect on our operations.

Insurance

We are exposed to potential losses that may be incurred in the event of an aircraft accident. Any such
accident could involve not only the repair or replacement of a damaged aircraft and its consequential
temporary or permanent loss of service, but also significant potential claims of injured passengers and
others. We are required by the DOT to carry liability insurance on each of our aircraft. We currently
maintain commercial airline insurance with a major group of independent insurers that regularly participate
in world aviation insurance markets including public liability insurance and coverage for losses resulting
from the physical destruction or damage to our aircraft which management believes is adequate and
consistent with current industry practice. However, there can be no assurance that the amount of such
coverage will not be changed or that we will not bear substantial losses from accidents. We could incur
substantial claims resulting from an accident in excess of related insurance coverage that could have a
material adverse effect on our operations and revenue,
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After the events of September 11, 2001, independent insurers canceled all war risk insurance coverage for
the airline industry. Our war risk insurance coverage was subsequently reinstated to a limit of $100 million
from the independent insurers at increased premiums. We also purchased from the U.S. government,
through the DOT, third-party war risk insurance coverage above $100 million, up to a cap of twice the
previous limit. This coverage has been extended to May 18, 2002, after which it is anticipated that the
federal policy will be extended unless insurance for war risk coverage in necessary amounts is available
from independent insurers or a group insurance program is instituted by the U.S, carriers and the DOT.
There can be no assurance that the amount of such coverage will not be changed or that we will not bear
additional increased premiums or substantial losses from accidents or other events. Substantial claims in
excess of related insurance coverage could have a material adverse effect on our operations and
profitability.

The Stabilization Act provides for reimbursement to air carriers and their vendors or subcontractors for
increases in the cost of war risk insurance for the first 30 days of reinstated coverage over the premium in
effect prior to September 10, 2001. We were reimbursed for the excess cost of war risk insurance above
that previously incurred for the first 30-day period of this interim war risk insurance period, but have not
received reimbursement for premiums beyond that period. As of December 31, 2001, we received
reimbursement of approximately $500,000. Due in part to the events of September 11, 2001, we expect the
annual cost of our aviation insurance programs to increase from approximately $3.6 million to
approximately $12.4 million.

Employees

As of December 31, 2001, Hawaiian had 3,069 active employees, of which 2,572 were employed on a full-
time basis. Approximately 86% of our employees are covered by labor agreements with the JAM, ALPA,
AFA, TWU and Communications Section.

All contracts, other than the contract with the seven-member Communications Section, were renegotiated
in 2000 and 2001 and are subject to renegotiation again in 2004 and 200S. Future negotiations of these
agreements could result in increases in compensation and benefit costs. We are currently in direct
negotiations with the Communications Section. If an agreement is not reached in direct negotiations,
federally-mandated mediation will occur and could last for an unspecified period of time. Although the
overwhelming majority of labor negotiations in the airline industry are resolved in mediation, there can be
no assurance that the discussions will result in an agreement and ratification. The time required to negotiate
a contract under the Railway Labor Act varies. Therefore, management cannot currently estimate the time
frame or results of these negotiations. Should Hawaiian and the Communications Section be unable to
reach an agreement, we could be adversely affected. If we are unable to reach an agreement with any
unionized work group, we may be subject to future work interruptions and/or stoppages, which may
hamper or halt operations. '
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ITEM 2. PROPERTIES.
Afreraft
As of December 31, 2001, our operating fleet consisted of three Boeing 767-300ER aircraft, 13 Boeing

717-200 aircraft and 15 DC-10 aircraft. The following table summarizes our aircraft fleet currently in
service as of December 31, 2001 as well as our commitments and options for additional aircraft:

Seating

Capacity Average Age
Aircraft Type Leased Commitments Options (Per Aircraft) (In Years)
B767-300ER 3 13 - 252 Less Than One
B717-200 13 - 7 123 Less Than One
DC-10-10 10 - - 304 28.1
DC-10-30 2 - - 314 24.9
DC-10-30 3 - - 282 22.8

Total 31 13 7

Boeing 767-300ER Aircraft

We executed lease agreements for 16 Boeing 767-300ER aircraft, including three new Boeing 767-300ER
aircraft under 15-year operating leases with Ansett Worldwide Aviation that were delivered in the fourth
quarter of 2001. The first two of four Boeing 767-300ER aircraft under seven-year operating leases with
International Lease Finance Corporation were received in March 2002, and the remaining two are
scheduled to be delivered during the first half of 2002. Nine new Boeing 767-300ER aircraft under 18-year
lease financing arranged through Boeing Capital Corporation and Ansett Worldwide Aviation are
scheduled to be delivered during the second half of 2002 and the first half of 2003. On November 6, 2001,
the FAA granted Hawaiian's application for extended-range twin-engine operations certification for Boeing
767-300ER aircraft. The Boeing 767-300ER aircraft have been introduced on our transpacific routes.

Boeing 717-200 Aircraft

During 2001, we took delivery of and introduced into service on our interisland routes 13 new Boeing 717-
200 aircraft, all under 18-year leveraged lease financing provided by Boeing affiliates. These aircraft
replaced the DC-9-50 fleet previously utilized on our interisland routes.

DC-10 Aircraft

The DC-10 aircraft are currently utilized on our transpacific and south pacific routes. Of the 15 DC-10
aircraft, 10 are leased from American on long-term operating leases expiring at various times in 2002 and
the first half of 2003. One of the 10 DC-10 aircraft was returned to American in January 2002 and one in
March 2002, Three DC-10-30 aircraft were leased from Continental, two of which were returned in
January 2002 and the remaining aircraft is on a lease which expires in May 2002. We operate two DC-10-
30 aircraft under operating leases with BCI Aircraft Leasing, which expire in January 2004.

DC-9-50 Aireraft

Our fleet of 15 McDonnell Douglas DC-9-50 aircraft, previously utilized on our interisland routes, has been
retired from service. Fourteen of the DC-9-50 aircraft have been placed for storage with Avtel Services in
Mojave, California, pending return to lessors or sale. Two of these aircraft have been returned to the
respective lessors, by way of lease terminations, but are still parked at Avtel Services under our agreement
with Avtel Services. One DC-9-50 aircraft remains in Honolulu.
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Ground Facilities

Our principal terminal facilities, cargo facilities, hangar and maintenance facilities are located at the
Honolulu International Airport. The facilities at Honolulu International Airport (except for the terminal
facilities) are leased on a month-to-month basis. We also occupy terminal facilities in the terminal
buildings at the airports owned by the State of Hawaii in Hilo and Kona on the island of Hawaii, in Kahului
on the island of Maui, in Lanai City on the island of Lanai, in Hoolehua on the island of Molokai, and in
Lihue on the island of Kauai. All of our terminal facilities, including gates and holding rooms, are
considered by the State of Hawaii Department of Transportation/Airports to be common areas and thus are
not exclusively controlled by Hawaiian.

Our corporate headquarters are located in leased premises of 129,667 square feet in a complex adjacent to
the Honolulu International Airport. The lease for this office expires in 2013. We lease four ticket offices in
Hawaii: three on the island of Oahu and one on the island of Hawaii. We also lease sales offices in San
Francisco, Seattle (cargo), Los Angeles, Papeete and Tokyo. The leases for these offices expire on various
dates from May 30, 2002 to December 31, 2003. We have a signatory agreement with the Port of Portland
for terminal space, and operating agreements with the Port of San Diego and McCarren International
Airport in Las Vegas, Nevada. We have a right of entry agreement with the Anchorage International
Airport and also have sublease agreements for terminal space with LAX Two in Los Angeles, Northwest
Airlines in Seattle and San Diego, US Airways (which will change to Delta effective April 1, 2002) in San
Francisco, and the Government of American Samoa in Pago Pago. We also have agreements in place for
alternate landing sites with the Port of Moses Lake, King County (Boeing Field) in Seattle, Ontario Airport
in California and Fairbanks International Airport in Alaska. The aggregate rent for all facilities in the year
ended December 31, 2001 was approximately $12.6 million consisting of $11.4 million for space rentals
and $1.2 million for parking stalls.

ITEM 3. LEGAL PROCEEDINGS.

Hawaiian and/or its directors are parties to four lawsuits filed by our shareholders and one demand for
arbitration filed by an optionholder, challenging the proposed merger with Aloha that was announced on
December 19, 2001. We believe that these actions which are described below are without merit and intend
to defend them vigorously. We expect that these legal proceedings will become moot because the proposed
merger is not expected to be consummated.

On January 11, 2002, Crandon Capital Partners filed an action in the First Circuit Court of the State of
Hawaii titted CRANDON CAPITAL PARTNERS v. JOHN W. ADAMS, ET AL. against Hawaiian, the
directors of Hawaiian, and Airline Investors Partnership, L.P. (“AIP”), the majority shareholder of
Hawaiian. The purported class-action suit alleges that the merger and the related transactions provide unfair
preferential treatment to AIP and Mr. Adams, who is Chairman of Hawaiian’s Board and an affiliate of
AIP, and that the director defendants breached their fiduciary duty to Hawaiian's shareholders by approving
the proposed merger and the related transactions. Plaintiff seeks to enjoin the proposed merger and the
related transactions and obtain unspecified damages. On January 24, 2002, the First Circuit Court denied
plaintiff's motion for a temporary restraining order enjoining the proposed merger because, according to the
Court, plaintiff did not show that the balance of irreparable damage favored the issuance of a temporary
restraining order. By stipulation, plaintiff has agreed to defer moving for a preliminary injunction against
the proposed merger until after we have provided 28-days notice that a shareholder vote on the proposed
merger has been scheduled.  This case has been tendered for defense under our directors’ and officers’
insurance policy.

On January 17, 2002, three separate but virtually identical actions titted MOCARSKI v. CASEY, ET AL.,
MOORE V. CASEY, ET AL., and WHITE V. CASEY, ET AL., were filed in First Circuit Court of the
State of Hawaii. Defendants in each of the purported class-action lawsuits are Hawaiian directors Paul J.
Casey, Joseph P. Hoar, Sharon L. Soper, Thomas J. Trzanowski, Reno F. Morella, John W. Adams, Robert
G. Coo, Edward Z. Satady, Todd G. Cole and Samson Poomaihealani. Plaintiffs Joseph J. Mocarski, Ted
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Moore and Richard A. White allege that defendants had a self-interest in approving the proposed merger as
a result of the change-of-control provisions in their Hawaiian stock options and employment agreements,
and that they breached their fiduciary duties to Hawaiian's shareholders by approving the proposed merger.
The actions seek, among other relief, to enjoin the proposed merger. Subsequently, Mr. Mocarski filed an
amended complaint in his action. The amended complaint asserts purported derivative claims on behalf of
Hawaiian, which is named as a nominal plaintiff, and adds as defendants AIP and director William
Weisfield. The amended complaint asserts five claims, including breach of fiduciary duty, waste, abuse of
control, and unjust enrichment. In addition, counsel for plaintiffs Mocarski, Moore and White sought our
assurance that we would not pay any termination fees or other similar pay-outs to any party involved in the
proposed merger, and threatened unspecified legal action if our intentions were otherwise. We replied that
we did not believe the payment of a termination fee was a proper subject of plaintiffs’ lawsuits, but that, in
any event, we have no present intention to pay a termination fee to any party to the merger agreements.
This case has been tendered for defense under our directors’ and officers’ insurance policy.

On February 7, 2002, John L. Garibaldi, a former Chief Financial Officer of Hawaiian, filed a demand for
arbitration with the Arbitration Tribunals of Dispute Prevention and Resolution, Inc. in Honolulu, Hawaii
titled GARIBALDI v. HAWAIIAN AIRLINES, INC. The respondent in the action is Hawaiian. Mr.
Garibaldi alleges that Hawaiian has repudiated its obligations in regard to the vesting and exercise date of
stock options granted to him under his release and separation agreement with Hawaiian. The demand seeks,
among other relief, to enjoin the proposed merger as well as unspecified damages.

Hawaiian is not a party to any other litigation that is expected to have a significant effect on the operations
or business of Hawaiian.

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

None.
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PART II

ITEM 5. MARKET PRICE AND DIVIDEND INFORMATION.

In the table below, we present the range of the reported high and low sales prices on the American Stock
Exchange of our comunon stock for the calendar quarters indicated. The shares of our common stock are
listed on the American Stock Exchange and the Pacific Exchange under the symbol "HA."

Price Range
High Low

2001

First Quarter..........ocoevevevneiiiniann.n. 3.2500 1.8125

Second Quarter........ocoevvinieiennin., 3.3000 2.3000

Third Quarter.........ccoveeviviiviennn.. 3.5000 1.7000

Fourth Quarter..........cooovveeeinininnns 4.0500 2.0600
2000

First QUarter.........oeevieeivnneeninnnns 2.5000 1.7500

Second Quarter...............coeiiinnn 2.8750 2.0625

Third Quarter.........c.oocveevereeneninnn., 2.7500 2.2500

Fourth Quarter..............cveevveennnnn. 2.5000 1.9500

On March 26, 2002, the closing price per share of our common stock was $3.08. Past price performance is
not necessarily indicative of future price performance.

There were approximately 1,026 holders of record of our common stock as of March 18, 2002, including
record owners holding shares for an indeterminate number of beneficial owners.

We paid no dividends in 2001 or 2000. Under the terms of the financing arrangement with CIT
Group/Business Credit, Inc. (“CIT”), we are restricted from paying any cash or stock dividends.

As part of the collective bargaining agreement negotiated with ALPA in December 2000, we agreed to
distribute 1,685,380 shares of our common stock on a quarterly basis to the individual 401(k) accounts of
ALPA pilots in our employment during 2001 and 2002. The first distribution of 259,541 shares,
representing the number of shares required to be distributed in respect of the first and sécond quarter of
2001, was made on September 11, 2001 to Vanguard Group, Inc. as trustee for the Hawaiian Airlines, Inc.
Pilots” 401(k) Plan. The distribution for the quarter ended September 30, 2001, consisting of 259,369
shares, was made on November 9, 2001, and the distribution for the quarter ended December 31, 2001,
consisting of 313,515 shares, was made on February 13, 2002 to Vanguard Group, Inc, as trustee.

In March 2000, our Board of Directors approved a stock repurchase program authorizing the repurchase of
up to 5 million shares of our common stock from time to time. In August 2000, the Board of Directors
increased the authorization to 10 million shares. Including the effect of the repurchase of certain warrants
and stock repurchased in 2000, the total number of shares of common stock repurchased under the stock
repurchase program amounted to 9,333,508 as of December 31, 2001. In March 2002, our Board of
Directors approved a stock repurchase program authorizing the repurchase of up to 5 million shares of our
common stock from time to time in the open market or privately negotiated transactions, to be implemented
in the event that the proposed merger is formally terminated.

The Transportation Act prohibits non-U.S. citizens from owning more than 25% of the voting interest of a
U.S. air carrier or controlling a U.S. air carrier. Our restated articles of incorporation prohibit the ownership
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or control of more than 25% (to be increased or decreased from time to time, as permitted under the laws of
the United States) of issued and outstanding voting capital stock of Hawaiian by persons who are not
“citizens of the United States." As of January 31, 2002, we believe that less than 13% of the voting stock of

Hawaiian is held by non-United States citizens.
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ITEM 6. SELECTED FINANCIAL DATA.

The Selected Financial and Statistical Data should be read in conjunction with the accompanying Financial
Statements of Hawaiian and the notes related thereto and Part II, Item 7 Management’s Discussion and

Analysis of Financial Condition and Results of Operations.

Hawaiian Airlines, Inc,
Selected Financial and Statistical Data (in thousands, except per share data)

2001 2000 1999 1998 1997

Summary of Operations:

Operating revenues (a) $ 611,582 $ 607,220 $ 488,877 $ 426,415 $ 404,216

Operating expenses (b).. $ 594,921 § 621,022 $ 529,414 $ 409,010 $ 401,714

Operating income (10ss). .. 8 16,661 $  (13,802) $ (40,537 $ 17,405 $ 2,502

Net Income (10S5).. ..o $ 5,069 $  (18,615) $  (29,267) $ 8,205 $  (1,022)
Net Income (Loss) per Common Stock Share:

BaSIC, ...t $ 0.15 b3 (0.48) 3 0.72) $ 0.20 5 (0.03)

Diluted.........oooooi $ 0.15 $ (0.48) $ 0.72) $ 0.19 $ (0.03)
Weighted Average Shares Qutstanding:
BasiC......iiiiii 33,811 38,537 40,997 40,921 * 40,361 *
DIlUEA. . 33,947 38,537 40,997 42,205 * 40,361 *
Shareholders’ Equity Per Share (Without Dilution)........... $ (0.62) $ 0.54 3 1.61 $ 2.22 $ 2.12
Shares Qutstanding at End of Period.......................... 34,151 33,708 40,997 40,997 * 40,880 *
Balance Sheet Items:
TOtA] BSSEIS....eevviiiet ittt $ 305,294 $ 256,968 $ 241,937 $ 221,911 $ 200,824
Property and equipment, net................. $ 45256 $ 83,743 $ 65272 $ 84,922 3 66,243
Long-term debt, excluding current portion......... .. 3 1,673 $ 10,763 $ 23,858 $ 14,454 3 3,991
Capital lease obligations, excluding current portion. ....... $ 3,308 $ 2,067 $ 2,790 3 5,966 $ 10,580
Shareholders' equity (¢).................... $ (21,210 $ 18,259 $ 66,126 $ 90,887 $ 86,873
Scheduled Operations:
Revenue passengers. ... 5,478 5,886 5.425 5,010 4,964
Revenue passenger miles 4,295,479 4,492,395 4,076,576 3,649,024 3,479,056
Available seat miles.... . 5,587,566 5,967,810 5,468,589 4,940,001 4,699,609
Passenger load factor................. 76.9% 75.3% 74.5% 73.9% 74.0%
Passenger revenue per passenger mile..........c.o.ooooi. 14¢ 10.6 ¢ 98¢ 9.7¢ 95¢
Overseas Charter Operations:
Revenue passengers...........cccocviviiiiiiiiin ., 367 382 283 250 253
Revenue passenger miles. . 1,097,069 1,165,436 803,524 689,578 683,384
Available seatmiles...................e 1,218,734 1,279,749 852,155 733,735 739,619
Total Operations:
Revenue passengers. ..........ovviviiiireioniiiinenee 5,845 6,268 5,708 5,260 5,217
Revenue passenger miles..................o, 5,392,548 5,657,831 4,880,100 4,338,602 4,162,440
Available seat miles....... . 6,806,300 7,247,559 6,320,744 5,673,736 5,439,228
Passenger load factor.. 79.2% 78.1% 77.2% 76.5% 76.5%
Revenue Per ASM 8.99¢ 8.38¢ 7.73 ¢ 7.52¢ 7.43 ¢
Cost Per ASM 8.74 ¢ 857¢ 8.38 ¢ 721 ¢ 7.39 ¢

*  Includes shares reserved for issuance under the Consolidated Plan of Reorganization dated September
21, 1993, as amended.

(a) For 2001, overall revenues and expenses were significantly unfavorably impacted by the events of
September 11, 2001.

{b) For 2001, operating expenses included a $30.8 million special credit for estimated proceeds from the
federal government under the Stabilization Act and a $3.6 million favorable adjustment to the
restructuring charge recorded in 2000. For 2000, operating expenses included a $14.9 million
restructuring charge related to DC-9-50 aircraft and expendable inventory, and a $7.6 million loss on
assets held for sale related to sale-leaseback transactions on two DC-10 aircraft. For 1999, operating
expenses included a $47.0 million impairment loss related to DC-9-50 aircraft.

(c) For 2001, 2000 and 1998, shareholders’ equity included other comprehensive losses related to
minimum pension liability adjustments of $51.6 million, $10.1 million and $4.5 million, respectively.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS,

This discussion analyzes our operations for the fiscal years ended December 31, 2001, 2000 and 1999. The
following information should be read together with our audited financial statements and the accompanying
notes included elsewhere in this report.

For the periods indicated, the following table presents a breakdown of the components of operating revenue
and expenses as well as the percentage relationship that these items bear to the total operating revenue and
the percentage increase (decrease) in the dollar amounts of such items.

Percentage of Total Operating Revenue Percentage Change
Year Ended 2001 2000
December 31, Vs, Vs,
2001 2000 1999 2000 1999
Operating Revenues:
Passenger...............ooi 79.8 78.3 81.9 2.7 18.8
Charter.........oooiiii 12.4 13.6 9.5 8.2) 76.8
Carg0. v 3.6 4.6 4.7 20.1) 21.7
Other.......ooooi 4.2 3.5 3.9 17.8 12.4
Total Operating Revenues....ovivirienees 100.0 % 1000 % 100.0 % 0.7 24.2
Operating Expenses:

Wages and benefits............................ 30.9 26.4 283 17.7 15.9
Aircraft fuel, including taxes and oil....... 18.3 21.0 15.6 (12.1) 66.6
Maintenance materials and repairs.......... 16.2 18.3 20.8 (11.0) 9.3
Rentals and landing fees...................... 10.1 6.5 6.5 56.5 24.7
Sales COMMISSIONS. ... ...ccoevveiiiiininnn, 34 24 2.6 40.6 18.7
Depreciation and amortization............... 2.3 2.7 35 (14.3) 4.8)
Impairment loss...............c.oo - - 9.6 - n/a
Restructuring charges......................... 0.6) 2.5 - (124.1) n/a
Loss on assets held for sale.................. - 1.2 - n/a n/a

Special credit (Stabilization Act)............ (5.0) - - n/a -
Other......oooiiiiii e 21.7 21.3 21.4 3.1 23.3

Total Operating EXpenses.........oveunee 97.3 % 102.3 % 108.3 % “4.2) % 173 %

Effects of September 11, 2001 Events

As a result of reduced travel demand due to the events of the September 11, 2001 terrorist attacks, during
the quarter ended December 31, 2001, we reduced our total capacity by approximately 17.0% as measured
by available seat miles. The total number of passengers we carried during the quarter ended December 31,
2001 declined by approximately 12.0%, as compared to the quarter ended December 31, 2000. As a result
of the reduced level of operations, we furloughed approximately 12.0% of our total workforce during the
quarter ended December 31, 2001. In addition to the reductions in our operations, we incurred significant
additional expenses since September 11, 2001. During the quarter ended December 31, 2001, we
experienced increased security screening costs that we expect to continue incurring for an indefinite period
of time, and the annual costs of our aviation insurance program, commencing with the fourth quarter of
2001, have increased by approximately $9.0 million.

The trends evidenced during the quarter ended December 31, 2001 may continue to affect us to an extent
that cannot yet be fully measured. We are unable to estimate the full impact of the terrorist attacks of
September 11, 2001. We are also unable to predict the full effect of subsequent events that may adversely
affect the entire airline industry, including related vendors and suppliers, and which may result in increased
costs caused by several factors, including additional security requirements and increased government
oversight. Total airline industry traffic and operational efficiencies have been severely impacted by the
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events of September 11, 2001, and it is not possible to project the length of time and the future economic
impact on the industry of recovering from these events and the extent to which we will follow the industry
pattern.

Results of Operations
2001 Compared to 2000

For the year ended December 31, 2001, we reported‘operating income of $16.7 million and net income of
$5.1 million. For the year ended December 31, 2000, we reported an operating loss of $13.8 million and a
net loss of $18.6 million.

For the year ended December 31, 2001, overall revenues and expenses were unfavorably impacted by the
events of September 11, 2001. That impact was mitigated by relief received under the Stabilization Act,
which resulted in a credit to operating expenses of $30.8 million. Except for this item, it is not practicable
to determine the impact of those events on individual elements 'of our operations, and the discussion that
follows makes no attempt to set forth what would have been our 2001 operating results had the events of
September 11, 2001 not occurred.

Operating Revenue. Operating revenues totaled $611.6 million for the year ended December 31, 2001,
compared to $607.2 million for the year ended December 31, 2000, an increase of $4.4 million, or 0.7%.
Significant year-to-year variances were as follows: '

¢ Scheduled passenger revenues totaled $488.3 million during the year ended December 31,
2001, an increase of $12.8 million, or 2.7%, over the year ended December 31, 2000. During
2001, we experienced higher average revenue per passenger ticket issued compared to 2000.
Year-to-year changes in revenue, passengers and resulting yields on our transpacific,
interisland and south pacific flights were as follows: :

Net Change in S
Revenue Net Change in Net Change in

(in millions) Revenue Passengers " Yields
Transpacific $8.6 -4.7% +7.0%
Interisland $5.5 -1.7% +11.8%
South Pacific -$1.3 -8.2% +1.2% -

o Qverseas charter revenues totaled $75.6 million for the year ended December 31, 2001, a
decrease of $6.7 million, or 8.2%, compared to the year ended December 31, 2000. On
September 25, 2001, a major source of our overseas charter revenues, Renaissance Cruises,
Inc. filed for bankruptcy under Chapter 11 and ceased operations, resulting in the termination
of our Los Angeles to Papeete, Tahiti charter service. The loss of revenues from this charter
service was partially offset by small increases in our Honolulu to Las Vegas and Honolulu to
Anchorage charter service.

o  Cargo revenue totaled $22.2 million for the year ended December 31, 2001, a decrease of 35.6
million, or 20.1%, compared to the year ended December 31, 2000, due to a decrease in cargo
pounds carried.

o  Other operating revenues totaled $25.4 million for the year ended December 31, 2001, an
increase of $3.8 million, or 17.8%, over the year ended December 31, 2000, primarily due to
an increase in the recognition of frequent flyer miles revenue, ground handling revenue and
ticket cancellation penalty revenue.
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Operating Expenses. Operating expenses, including restructuring charges and the special credit resulting
from federal financial assistance received under the Stabilization Act, totaled $594.9 million for the year
ended December 31, 2001 compared to $621.0 million for the year ended December 31, 2000, a decrease of
$26.1 million, or 4.2%. Significant year to year variances were as follows:

o]

Wages and benefits totaled $188.8 million for the year ended December 31, 2001, an increase
of $28.4 million, or 17.7%, over the year ended December 31, 2000, primarily due to certain
one-time payments, non-cash charges and salary and wage increases related to the new
collective bargaining agreements with our pilots, flight attendants and IAM employees that
went into effect during 2001, and an overall increase in employee benefits.

Aircraft fuel costs, including taxes and oil, totaled $111.9 million for the year ended
December 31, 2001, a decrease of $15.3 million, or 12.1%, compared to the year ended
December 31, 2000. Due to the 6.1% decrease in available seat miles year over year and the
introduction of the more fuel- efficient Boeing 717-200 aircraft on interisland routes and three
Boeing 767-300ER aircraft on transpacific routes, aircraft fuel consumption decreased 8.6%,
resulting in a decrease in fuel cost of $12.0 million. The average cost of aircraft fuel per
gallon decreased 13.2%, resulting in a $16.7 million decrease in fuel cost. Our fuel-hedging
program expense was $1.7 million in 2001, compared to a benefit of $11.7 million in 2000.

Maintenance materials and repairs totaled $99.0 million for the year ended December 31,
2001, a decrease of $12.2 million, or 11.0%, compared to the year ended December 31, 2000,
primarily due to a decrease of $21.4 million in DC-9-50 maintenance resulting from the
reduction of the DC-9-50 fleet, offset by increases of $5.7 million in Boeing 717-200
maintenance expense resulting from the introduction of Boeing 717-200 aircraft in 2001, and
$3.0 million in DC-10 maintenance expense due to additional DC-10 aircraft hours flown and
increased maintenance rates.

Rentals and landing fees totaled $61.8 million for the year ended December 31, 2001, an
increase of $22.3 million, or 56.5%, over the year ended December 31, 2000, mainly due to
an increase in aircraft rent resulting from the addition of one DC-10 aircraft in April 2000,
one DC-10 aircraft in December 2000, a sale-leaseback arrangement on two other DC-10
aircraft in January 2001 and the addition of 13 Boeing 717-200 aircraft, offset by rental
reductions associated with the retirement of certain DC-9-50 aircraft.

Sales commissions totaled $20.8 million for the year ended December 31, 2001, an increase
of $6.0 million, or 40.6%, over the year ended December 31, 2000, primarily due to an
increase in wholesaler incentive commissions.

Other expenses totaled $133.0 million for the year ended December 31, 2001, an increase of
$4.0 mullion, or 3.1%, over the year ended December 31, 2000. In 2001, we incurred
approximately $3.2 million in legal and consulting fees and other services related to the
proposed merger. Additionally, increases in insurance and security were offset by decreases
in interrupted trips and passenger food expense.

In the year ended December 31, 2000, we recorded approximately $14.9 million of
restructuring charges related to excess or obsolete DC-9-50 inventory parts and the retum of
five DC-9-50 aircraft under operating leases. The year ended December 31, 2001 includes a
$3.6 million favorable adjustment to the restructuring charge recorded in 2000 due to a
change 1n the estimated cost to comply with the airframe return provisions under the DC-9-50
aircraft operating leases. The change in estimate is based on renegotiation of the return
provisions with the respective lessors which were concluded in 2001.
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o In January 2001, we completed the sale-leaseback of two DC-10 aircraft. We recorded a $7.6
million loss on assets held for sale in the year ended December 31, 2000, to reduce the book
value of two DC-10 aircraft to net realizable value.

o In the year ended December 31, 2001, we recognized $30.8 million as a special credit to
operating expenses for the estimated allocation of proceeds from the federal government
under the Stabilization Act.

2000 Compared to 1999

For the year ended December 31, 2000, we incurred operating losses and net losses of $13.8 million and
$18.6 million, respectively. As discussed below, in 2000 we recorded $14.9 million in pretax restructuring
charges in conjunction with our intent to replace our narrow-body DC-9 interisland fleet and a $7.6 million
pretax loss on assets held for sale on the two DC-10 aircraft sold in January 2001. Excluding the effects of
the restructuring charges and the loss on assets held for sale, we generated operating income and net
income of $8.7 million and $5.5 million, respectively. Our total operating revenues increased by $118.3
million, or 24.2%, primarily the result of increased passenger and charter revenues. Our operating
expenses, net of impairment loss, restructuring charges and the loss on assets held for sale, also increased
by $116.1 million, or 24.1%, of which $50.8 million related to year over year increases in fuel expense. In
response to our increased flight operations, available seat mile growth of 14.7% and investments in
infrastructure to support our growth strategies, operational cost increases were incurred in wages and
benefits, maintenance, aircraft fuel and certain general and administrative expense categories.

Operating Revenues. Operating revenues totaled $607.2 million in 2000 compared to $488.9 million in
1999, an increase of $118.3 million, or 24.2%. Significant year-to-year variances were as follows:

o  Scheduled passenger revenues totaled $475.5 million for the year ended December 31, 2000,
an increase of $75.2 million, or 18.8%, over the year ended December 31, 1999. The increase
resulted from the introduction of additional DC-10 capacity, efforts to improve fare and
passenger mix and initiation and maintenance of general price increases. Year-to-year
changes in revenue, passengers and resulting yields on our transpacific, interisland and south
pacific flights were as follows:

Net Change in

Revenue Net Change in Net Change in
(in millions) Revenue Passengers Yields
Transpacific $50.5 +9.6% +9.7%
Interisland $22.9 +8.1% +7.3%
South Pacific $1.8 +9.0% +0.5%

o Qverseas charter revenues totaled $82.4 million for the year ended December 31, 2000, an
increase of $35.8 million, or 76.8%, over the year ended December 31, 1999. The increase is
primarily associated with the commencement of charters between Los Angeles and Tahiti on
August 31, 1999 and operation of additional ad hoc charters year over year.

o  Cargo and other operating revenues totaled $49.4 million for the year ended December 31,
2000, an increase of $7.3 million, or 17.4%, over the year ended December 31, 1999. The
increase is primarily due to additional capacity and increased cargo rates resulting in
increased cargo revenues, general increases in our contract services and revenue from
expanded promotion of our frequent flyer program.
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Operating Expenses. Operating expenses totaled $621.0 million for the year ended December 31, 2000,
an increase of $91.6 million, or 17.3%, from total operating expenses of $529.4 million for the year ended
December 31, 1999. All fluctuations in operating expenses per available seat mile were affected by an
overall increase in available seat miles of approximately 14.7% in 2000 from 1999. Significant year to year
variances were as follows:

o]

Wages and benefits totaled $160.5 million for the year ended December 31, 2000 versus
$138.4 miilion for the year ended December 31, 1999, an increase of $22.1 million, or 15.9%.
The increase is substantially attributable to a 3% wage increase effective January 1, 2000 and
additional wages and benefits due to implementation of our growth strategies which resulted
in increased flying operations. We had 3,313 active employees at the end of 2000 versus
3,091 active employees at the end of 1999,

Maintenance materials and repairs totaled $111.2 million for the year ended December 31,
2000, an increase of $9.4 million, or 9.3%, over the year ended December 31, 1999. We
incurred $15.9 million more DC-10 maintenance expense in 2000 than 1999 as a result of
increases in the maintenance rates charged by American, the addition of three DC-10 aircraft
serviced by Continental, and the number of DC-10 aircraft hours flown. The increase was
offset by the reduction of DC-9-50 airframe and engine maintenance of $6.5 million in 2000.

Aircraft fuel totaled $127.2 million for the year ended December 31, 2000 versus $76.4
million for the year ended December 31, 1999. Year over year, aircraft fuel expense increased
by $50.8 million, or 66.6%, primarily due to a 17.0% increase in gallons consumed and a
58.7% increase in the average cost of aircraft fuel per gallon (exclusive of taxes and the
impact of Hawaiian's fuel hedging program). The average price per gallon rose continuously
throughout the year, with the October, November and December prices each more than $1.00
per gallon. This brought the average purchase price for 2000 to $.90 per gallon. Our fuel
hedging program offset more than $11.7 million of the cost increase and reduced the net fuel
cost per gallon by more than $.08 to less than §$.82.

Rentals and landing fees totaled $39.5 million for the year ended December 31, 2000, an
increase of $7.8 million, or 24.7%, over the year ended December 31, 1999. The increase is a
net of $4.8 million of additional landing fees incurred in 2000, as the two-year moratorium
placed on landing fees at all airports in the State of Hawaii ended September 1, 1999, less
31.1 million in landing fees refunded in 2000, $3.7 million in lease rent paid for the three
additional DC-10s placed into service between December 1999 and December 2000 and $0.5
million in additional space rentals.

. Depreciation and amortization totaled $16.3 million for the year ended December 31, 2000

compared to $17.1 million for the year ended December 31, 1999, a decrease of $1.8 million,
or 10.5%. The decrease is due to the reduction in DC-9-50 property as a result of the
impairment loss recorded in December 1999, offset by the additional depreciation incurred
from property placed into service in 2000.

Sales commissions totaled $14.8 million for the year ended December 31, 2000, an increase
of $2.3 million, or 18.7%, compared to the year ended December 31, 1999. The increase is
due to an increase in commissionable sales offset by a decrease in the commission rate.

Other operating expenses totaled $129.0 million for the year ended December 31, 2000, an
increase of $24.4 million, or 23.3%, compared to the year ended December 31, 1999. The
increase is due to a combination of additional expenses incurred in 2000, including $1.4
million in advertising and promotion costs, $4.2 million in food and beverage expenses, $3.4
million in general and administrative costs {including credit card processing fees, booking
fees, and third party services), $4.5 million in aircraft and passenger service related expenses,
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$1.1 million in personnel expenses primarily relating to crew accommodations, $4.7 million
in interrupted trips and denied boarding expenses, $1.3 million in aircraft damages and $3.3
million in adjustments to assets held for sale inventory.

o On December 31, 1999, we signed a definitive agreement to acquire thirteen new Boeing 717-
200 aircraft, subject to the approval of our board of directors. Based on an evaluation that we
performed in 1999, we decided in the fourth quarter of 1999 to replace the DC-9-50 fleet
utilized for our interisland flights within the State of Hawaii with Boeing 717-200s. The
decision was based on the lower maintenance and fuel costs of the Boeing 717-200s. As the
Boeing 717-200 aircraft were placed in service throughout 2001, the DC-9-50 aircraft were
retired and will be sold or returned to the lessors. At December 31, 1999, the carrying value
of the DC-9-50 aircraft and related rotables and engines was $58.6 million. We considered
the decision to retire the DC-9-50 fleet to be an indicator of impairment of our long-lived
assets in accordance with the Financial Accounting Standards Board (the “FASB”) Statement
of Financial Accounting Standards (“SFAS”) No. 121, “Accounting for the Impairment of
Long-Lived Assets and for Long-Lived Assets to be Disposed Of.” As a result thereof, we
performed an evaluation to determine, in accordance with SFAS No. 121, whether future cash
flows (undiscounted and without interest charges) expected to result from the use and
eventual disposition of these aircraft would be less than the aggregate carrying amounts of
these aircraft and the related assets. As a result of the evaluation, we determined that the
estimated future cash flows expected to be generated by these aircraft would be less than their
carrying amount, and therefore these aircraft were impaired as defined by SFAS No. 121.
Consequently, the original cost basis of the DC-9-50 aircraft and related items which we
owned or leased under capital leases was reduced to reflect their fair market value of $11.6
million as of December 31, 1999. In determining the fair market value of these assets, we
considered recent transactions involving sales of similar aircraft and market trends in aircraft
dispositions. The evaluation performed under the guidelines of SFAS No. 121 resulted in a
$47.0 million pre-tax, non-cash impairment loss being recorded in fourth quarter 1999. The
loss is recorded as an impairment loss under operating expenses on the Statement of
Operations. On March 2, 2000, we announced that our board of directors had approved this
purchase.

Cumulative Effect of Change in Accounting Principle. Under our HawaiianMiles frequent flyer
" program, we sell mileage credits to participating partners such as hotels, car rental agencies and credit card
companies. During 1999, we changed our method of accounting for the sale of these mileage credits in
accordance with the SEC's Staff Accounting Bulletin No. 101, "Revenue Recognition in Financial
Statements". This change, applied retroactively to January 1, 1999, totaled approximately $772,000, net of
income tax benefit of approximately $515,000 and is reflected as a cumulative effect of change in
accounting principle in the accompanying statements of operations. Under the new accounting method,
revenue from the sale of mileage credits is deferred and recognized when transportation is provided.
Previously, the resulting revenue was recorded in the period in which the credits were sold. We believe the
new method is preferable as it results in a better matching of revenues with the period in which services are
provided. i

Liquidity and Capital Resources

Qur cash and cash equivalents totaled $102.9 million at December 31, 2001. In addition to the cash and
cash equivalents, we had restricted cash of $26.9 million at December 31, 2001. Restricted cash includes
$26.3 million in escrow deposits held by a credit card processor and a $0.6 million deposit securing
outstanding letters of credit. We also had $0.2 million available under our revolving credit facility with
CIT (the “Credit Facility”).

For the year ended December 31, 2001, cash flows from operating activities provided $56.8 million, of
which approximately $35.7 million was generated through increases in advance ticket sales. Qur operating
cash flow reflects our net earnings for the year including approximately $24.9 million received from the
federal government under the Stabilization Act, offset by an increase in restricted cash withheld by a credit
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card processor of $26.3 million. Also, under the Stabilization Act, we deferred approximately $10.0
million in federal transportation taxes, which was subsequently paid in January 2002.

For the year ended December 31, 2001, our investing activities used $8.5 million of cash. Our principal
cash outflow from investing activities was $21.4 million for the acquisition and improvements of cur new
Boeing 717-200 aircraft delivered in 2001. Our cash inflow from investing activities was approximately
$12.9 million received from the sale-leaseback of two DC-10 aircraft.

For the year ended December 31, 2001, financing activities used $13.3 million in cash. Our primary cash
outflow from financing activities included $7.1 million used in the early payoff of long-term notes that
were secured by the two DC-10 aircraft involved in the sale-leaseback transaction and $4.6 million in
principal repayments on our Credit Facility.

After adjusting for federal financial assistance and deferred federal transportation taxes, we did not
generate positive cash flow during the quarter ended December 31, 2001. Excluding approximately $22.3
million of federal financial assistance recorded during the fourth quarter of 2001, we experienced operating
losses of $22.4 million during the quarter ended December 31, 2001, as compared to operating losses of
$17.9 million during the quarter ended December 31, 2000. During the quarter ended December 31, 2000,
we recorded restructuring charges of $2.1 million and a loss on assets held for sale of $7.6 million.
Excluding these one-time charges, the operating loss for the fourth quarter ended 2000 would have been
$8.2 million.

We have also incurred significant additional expenses since September 11, 2001. During the quarter ended
December 31, 2001, we experienced increased security costs that we expect to continue to incur for an
indefinite period of time. Also, the cost of our aviation insurance program has increased at the annual rate
of approximately $9 million commencing in the fourth quarter of 2001, However, our costs for fuel
decreased as a result of reduced fuel consumption resulting from the significant reduction in capacity and
the introduction of more fuel efficient new aircraft in the quarter ended December 31, 2001.

Although our current average daily cash flow from operations has improved to some extent since
September 11, 2001, our negative daily cash flow from operations, excluding the impact of federal
financial assistance and deferred federal transportation taxes, was between $75,000 and $100,000 during
the quarter ended December 31, 2001. Based on the current trends we cannot determine at this time the
continuing effects of the September 11, 2001 terrorist attacks and the resulting impact on our future
profitability.

Debt Covenants. We had aggregate loans and letters of credit outstanding under the Credit Facility of $2.5
million and $1.0 million, respectively, at December 31, 2001. We made principal repayments of
approximately $4.6 million in the fourth quarter of 2001. The maximum credit under the Credit Facility
was reduced from $4.1 million to $2.7 million and the final maturity of this facility has been extended to
April 30, 2002. Interest accrues on the amounts outstanding at prime (4.75% at December 31, 2001) plus
2.0%.

The Credit Facility is secured by a first lien on substantially all of our property, excluding our owned and
leased aircraft, our aircraft engines while installed on aircraft and specified security deposits. In addition,
we are resfricted from paying any cash or stock dividends on our common stock under the terms of the
Credit Facility, and are required to maintain a minimum net worth and comply with other specified
covenants.

On January 10, 2002, we received a “notice of acceleration” from one of our lenders with respect to a loan
in the amount of approximately $2.3 million. The lender claims that a default exists under the loan because
of a late payment made by Hawaiian two days after the applicable cure period. The loan is secured by a
DC-9-50 aircraft that has been retired from service. We are exploring our options with respect to the
alleged default. In addition to making the late payment of $70,000, we continued, and intend to continue, to
make our monthly payments of $70,000 under the loan. We reclassified the loan as a current obligation for
financial statement purposes as of December 31, 2001.
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The acceleration of the loan resulted in a cross default under our Credit Facility, which has been waived. In
addition, the Credit Facility requires us to maintain a minimum net worth. We notified CIT of a default
under this financial covenant, which also has been waived. In connection with the waivers, CIT extended
the final maturity of the Credit Facility to April 30, 2002 and reduced the amount available under the Credit
Facility from $4.1 million to $2.7 million.

Available Sources of Funds. We have been able to generate sufficient funds from operations tc meet our
working capital requirements. Other than the Credit Facility, we do not currently have any lines of credit
or specific sources of long-term financing. Under the Stabilization Act, we are eligible for loan guarantees,
subject to federal guidelines. We cannot guarantee, however, that we will seek or be able to. obtain any
commercial financing or federal loan guarantees under the Stabilization Act. We also anticipate other
sources for credit which may be obtained through the pledging of our unencumbered assets. We estimate
that if needed, these alternative methods of financing may be available. We believe that our (i) available
cash and cash equivalents, (ii) cash flow from operations and (iii) leasing arrangements will be sufficient to
meet our contractual cash obligations for at least the next 12 months.

Aircraft and Other Commitments. In 2001, we entered commitments to take delivery of 16 Boeing 767-
300 aircraft. We took delivery of three in the fourth quarter of 2001. As of December 31, 2001, we had
commitments for the additional 13 Boeing 767-300 aircraft to be delivered in 2002 and 2003. These
aircraft are expected to replace our entire DC-10 fleet on our transpacific and south pacific routes. In
addition to the delivery of the Boeing 767-300 aircraft, we will take delivery of two Pratt & Whitney spare
aircraft engines in September 2002 and one in March 2003. Our current aircraft, engines, and ground
service equipment are financed under operating leases and we have entered into operating leases for the
2002 and 2003 Boeing 767-300 aircraft deliveries. We lease our corporate headquarters and ticket and
sales offices in the locations we serve. The following table summarizes the effect these significant
obligations are expected to have on our cash flow in future periods (in thousands):

Payments Due by Period (in thousands)

Less Than After

Contractual Obligations Total 1 Year 1-3 Years 4-5 Years 5 Years

Long-Term Debt 7,905 4,252 2,883 770 -
Capital Lease Obligations 6,086 1,889 2,393 726 1,078
Operating Leases - Aircraft and Related 851,228 77,567 @ 124,996 109,748 538,917
Operating Leases - Non-Aircraft 37,149 3,212 6,389 6,122 21,426
Aircraft Commitments 1,312,239 25,545 163,812 168,192 954,690
Total Contractual Cash Obligations 2,214,607 112,465 300,473 285,558 1,516,111

@ Includes $20 miltion for advance rents paid prior to December 31, 2001 related to B717 operating leases.

We estimate that our capital expenditures for the year 2002 are anticipated to be approximately $15.5
million. Approximately $8.7 million is related to aircraft improvements and modifications, mainly for 767
aircraft, and $2.8 million is for improvements in software and related hardware. The remaining $4.0
million represents facility improvements, purchase of ground equipment and other assets.

Working Capital. As is common in the airline industry, we operate with negative working capital, which
was $70.0 million at December 31, 2001. This position is primarily attributable to $110.6 million in air
traffic liability for advance ticket sales. We expect to meet our obligations as they become due through
available cash and cash equivalents and cash flow from operations. The existence of such a deficit has not
impaired and is not expected to impair our ability to meet our obligations as they become due.

Stock and Warrant Repurchases. In March 2000, our Board of Directors approved a stock repurchase
program authorizing the repurchase of up to 5 million shares of our common stock from time to time. In
August 2000, the Board of Directors increased the authorization to 10 million shares. Including the effect
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of the repurchase of certain warrants and stock repurchased in 2000, the total number of shares of common
stock repurchased under the stock repurchase program amounted to 9,333,508 as of December 31, 2001. In
March 2002, our Board of Directors approved a stock repurchase program authorizing the repurchase of up
to S million shares of our common stock from time to time in the open market or privately negotiated
transactions, to be implemented in the event that the proposed merger is formally terminated.

Deferred Tax Assets

As of December 31, 2001, we had net deferred tax assets aggregating $5.9 million based on gross deferred
tax assets of $62.9 million less a valuation allowance of $54.1 million and deferred tax liabilities of $2.9
million. As of December 31, 2000, we had net deferred tax assets aggregating $15.7 million based on gross
deferred tax assets of $56.4 million less a valuation allowance of $28.6 million and deferred tax liabilities
of $12.1 million. Utilization of these deferred tax assets is predicated on Hawaiian being profitable in
future years. We will continually assess the adequacy of its financial performance in determination of its
valuation allowance which, should there be an adjustment required, may result in an adverse effect on its
income tax provision.

Derivative Financial Instruments

We utilize heating oil forward contracts to manage market risks and hedge our financial exposure to
fluctuations in our aircraft fuel costs. We employ a strategy whereby heating oil contracts may be used to
hedge up to 50% of our anticipated aircraft fuel needs. The contracts are exchange traded with
counterparties of high credit quality. Therefore, the risk of nonperformance by the counterparties is
considered to be small.

As of January 1, 2001, we adopted Financial Accounting Standards Board Statement of Financial
Accounting Standards (SFAS) No. 133, "Accounting for Derivative Instruments and Hedging Activities,"
which establishes accounting and reporting standards for derivative instruments and hedging activities.
SFAS No. 133 requires an entity to recognize all derivatives as either assets or liabilities in the statement of
financial position and measure those instruments at fair value. We measure fair value of our derivatives
based on quoted market prices. Derivatives that are not hedges must be adjusted to fair value through
income. If the derivative is a hedge, depending on the nature of the hedge, changes in the fair value of the
derivatives will be either offset against the change in the fair value of the hedged assets, liabilities, or firm
commitments through earnings or recognized in other comprehensive income until the hedged item is
recognized in earnings. The ineffective portion of a derivative's change in fair value will be immediately
recognized in earnings.

We are required to account for our fuel-hedging program under SFAS No. 133. For the year ended
December 31, 2001, realized net losses on liquidated contracts of $1.7 million are included as a component
of aircraft fuel cost. Based upon our derivative positions, realized losses of $1.2 million, net of taxes of
$0.5 million, and unrealized losses of $3.5 million have been recognized as other comprehensive losses on
the balance sheet as of December 31, 2001 related to hedging instruments included in the assessment of
hedge effectiveness. We expect to reclassify losses on derivative instruments from accumulated other
comprehensive losses to operations during the next twelve months when the hedged fuel expenses are
recognized. A realized net gain on liquidated contracts amounting to $11.7 million is included as a
component of aircraft fuel cost for the year ended December 31, 2000.

Landing Fees and Ticket Taxes

On September 1, 1999, landing fees at all airports in the State of Hawaii were reinstated after a two-year
moratorium. After September 11, 2001, the State of Hawaii suspended collection of landing fees at all
airports in Hawaii. We paid approximately $4.8 million and $7.1 million in landing fees for all airports in
the State of Hawaii for the years ended December 31, 2001 and 2000, respectively. The State of Hawaii has
announced that landing fees will be reinstated, effective April 1, 2002.
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In 1997, legislation was enacted to, among other things, gradually reduce the federal passenger excise tax
from 10% to 7.5% and phase-in a $3.00 "head tax" per domestic flight segment by the year 2002. On
October 1, 1999, the passenger excise tax decreased from 8% to 7.5%, with a corresponding increase in the
"head tax" from $2.00 to $2.25 per domestic flight segment. The "head tax" has increased incrementally
over the past three years, with corresponding decreases in the excise tax. As of January 1, 2002 the excise
tax was 7.5% and the head tax was $3.00 per domestic flight segment. The federal passenger excise tax is
exempt for the pro-rata portion of the ticket price flown over international waters. Under the Security Act,
a new $2.50 per enplanement ticket fee (up to a maximum of $5.00 per one-way trip) took effect on
February 1, 2002. The Security Act also imposes additional fees on air carriers.

Frequent Flyer Program

Refer to Business, Frequent Flyer Program contained in Part I, Item 1 of this Form 10-K for discussion on
our frequent flyer program.

As of December 31, 2001 and 2000, HawaiianMiles members had accumulated approximately 6.9 and 5.1
billion miles, representing liabilities totaling approximately $6.9 million and $2.7 million, respectively. Cur
accruals assume full redemption of mileage points. During the years ended December 31, 2001, 2000 and
1999, approximately 2.2, 2.1 and 1.7 billion award miles were redeemed, respectively.

We believe that the usage of free travel awards will not result in the displacement of revenue customers
and, therefore, such usage will not materially affect our liquidity or operating results. The use of free travel
awards 1s subject to review by Hawaiian, to limit the possibility of displacing revenue passengers.
HawaiianMiles travel redemption accounted for approximately 3.4%, 4.0% and 4.8% of interisland traffic,
3.8% of transpacific traffic in 2001 and a negligible percentage of transpacific traffic in 2000 and 1999, and
a negligible percentage of south pacific traffic in 2001, 2000 and 1999, respectively.

Critical Accounting Policies

The preparation of our financial statements in conformity with generally accepted accounting principles
requires us to make estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes. We believe our estimates and assumptions are reasonable; however, actual
results and the timing of the recognition of such amounts could differ from those estimates. We believe
that our critical accounting policies are limited to those described below. For a detailed discussion on the
application of these and other accounting policies, see Note 3 in the notes to the financial statements.

Air Traffic Liability. Passenger ticket sales are initially recorded as a component of air
traffic liability. Revenue derived from ticket sales is recognized at the time service is
provided. However, due to various factors, including the complex pricing structure and
interline agreements throughout the industry, certain amounts are recognized in revente
using estimates regarding both the timing of the revenue recognition and the amount of
revenue to be recognized. These estimates are generally based upon the evaluation of
historical trends and other methods to model the outcome of future events based on our
historical experience. Due to the uncertainties surrounding the impact of the September
11, 2001 events on our business, historical trends may not be representative of future

results.

Accounting for Long-Lived Assets. In accordance with SFAS No. 121, “Accounting
for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of”,
we record impairment charges on long-lived assets used in operations when events and
circumstances indicate that the assets may be impaired and the undiscounted cash flows
estimated to be generated by those assets are less than the carrying amount of those
assets. The net carrying value of assets not recoverable is reduced to fair value. Our
estimates of fair value represent our best estimate based on industry trends and reference
to market rates and transactions. See Note 8 to the financial statements for additional
information regarding impairment and restructuring charges.
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Frequent Flyer Accounting. We utilize a number of estimates in accounting for our
] frequent flyer program. Changes to the percentage of the amount of revenue deferred,
deferred recognition period, cost per mile estimates or the minimum award level accrued
. could have a significant impact on our revenues or incremental cost accrual in the year of
the change as well as in future years. In addition, the Emerging Issues Task Force of the
Financial Accounting Standards Board is currently reviewing the accounting for both
multiple-deliverable revenue arrangements and volume-based sales incentive offers, but
- has not yet reached a consensus that would apply to programs such as ours. The issuance
. of new accounting standards could have a significant impact on our liability in the year of
change as well as in future years.

] Pension and Cther Postretirement Bemefits. Our pension and other postretirement
. benefit costs and liabilities are calculated using various actuarial assumptions and
4 methodologies prescribed under SFAS No. 87, “Employers’ Accounting for Pensions”
‘ and SFAS No. 106, “Employers’ Accounting for Postretitement Benefits Other Than
Pensions.” We utilize certain assumptions including, but not limited to, the selection of
the discount rate, expected return on plan assets and expected health care cost trend rate.
The discount rate assumption is based upon the review of high quality corporate bond
rates and the change in these rates during the year. The expected return on plan assets and
health care cost trend rates are based upon an evaluation of our historical trends and
experience taking into account current and expected market conditions. In recent years,
our accumulated benefit obligations have exceeded the fair value of plan assets (unfunded
accumulated benefit obligations). The unfunded accumulated benefit obligation is the
minimum pension lability that must be recognized on the balance sheet in accordance
with SFAS No. 87. In addition to net pension liabilities already recorded, we recognized
an additional amount (minimum pension liability) necessary to record the full amount of
the minimum pension liability. Pursuant to SFAS No. 87, minimum pension liability
adjustments were recognized through the accumulated other comprehensive loss account
which decreased shareholders’ equity. In connection with our pension liabilities, any
decrease in the interest rate used to discount the accumulated benefit obligations to their
present settlement amount will result directly in increased net pension liabilities and
decreased shareholders’ equity. A change in the discount rate could also have a material
impact on future pension expense. See Note 10 to the financial statements for additional
information regarding our pension and other postretirement benefits.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ARBQUT MARKET
RISK.

We are subject to market risks related to aircraft fuel. Refer to Business, Fuel contained in Part I, Item 1 of
this Form 10-K and Derivative Financial Instruments, as described above for further discussion on aircraft
fuel and related financial instruments. An immediate ten percent increase or decrease in underlying fuel-
related commodity prices from the December 31, 2001 prices would correspondingly change the fair value
of the commodity derivative instruments in place by approximately $2 million. Changes in the related
commodity derivative instrument cash flows may change by more or less than this amount based upon
further fluctuations in future prices as well as related income tax effects. The sensitivity analysis does not
consider the effects that such adverse changes may have on overall economic activity nor does it consider
additional actions management may take to mitigate our exposure to such changes. Actual results may
differ.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA,

Our financial statements, accompanying notes, Report of Independent Auditors, Independent Auditors' Report
and Selected Financial and Statistical Data are contained in this Annual Report on Form 10-K beginning on
page F-1 and are incorporated herein by reference.

ITEM 5. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCIAL DISCLOSURE.

None.
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PART III

ITEM 10. DIRECTQRS AND EXECUTIVE OFFICERS.

This information, which was filed as part of Amendment No. 2 to the Company’s annual report on Form
10-K/A filed on July 22, 2002, is omitted from this Annual Report. Shareholders may find this
information in the Company’s Proxy Statement for the 2002 Annual Meeting of Shareholders.

ITEM 11. EXECUTIVE COMPENSATION,

This information, which was filed as part of Amendment No. 2 to the Company’s annual report on Form
10-K/A filed on July 22, 2002, is omitted from this Annual Report. Shareholders may find this
information in the Company’s Proxy Statement for the 2002 Annual Meeting of Shareholders.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT, ,

This information, which was filed as part of Amendment No. 2 to the Company’s annual report on Form
10-K/A filed on July 22, 2002, is omitted from this Annual Report. Shareholders may find this
information in the Company’s Proxy Statement for the 2002 Annual Meeting of Shareholders.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.

This information, which was filed as part of Amendment No. 2 to the Company’s annual report on Form
10-K/A filed on July 22, 2002, is omitted from this Annual Report. Shareholders may find this
information in the Company’s Proxy Statement for the 2002 Annual Meeting of Shareholders.
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PART IV

ITEM 14. EXHTIBITS, FINANCIAL STATEMENT SCHEDUILES A REPORTS ON FORM
8-K.
(a) Financial Statements.

(1) Report of Ernst & Young LLP, Independent Auditors.*

(2) Statements of Operations for the Years ended December 31, 2001, 200Q and 1999.*

(3) Balance Sheets, December 31, 2001 and 2000.*

(4) Statements of Shareholders' Equity and Comprehensive Income for the Years ended
December 31, 2001, 2000, and 1999.*

(5) Statements of Cash Flows for the Years ended December 31, 2001, 2000, and 1999.*

(6) Notes to Financial Statements.*

Financial Statement Schedule.

(1) Report of Independent Auditors of Emst & Young LLP on Financial Statement
Schedule for the Years Ended December 31, 2001, 2000 and 1999.*
{2) Schedule of Valuation and Qualifying Accounts.*

Schedules not listed above are omitted because of the absence of the conditions under
which they are required or because the required information is included in the financial
statements or notes thereto.

(b) Reports on Form 8-K.
(N Current”Report on Form 8-K dated December 19, 2001 reporting Item 5, “Other
(2) g:;t Report on Form 8-K dated February 14, 2002 reporting Item 5, “Other
Events.”
(c) Exhibits.

Exhibit 3 - Articles of Incorporation, Bylaws.

(1) Restated Articles of Incorporation of the Company filed as Exhibit 3(a) to the
Company’s Registration Statement on Form S$-3 as filed December 31, 1998 is
incorporated herein by reference.

(2) Amended and Restated Bylaws of the Company, dated January 31, 200L**

Exhibit 4 - Instruments Defining the Rights of Security Holders Including Indentures.
(1) Rights Agreement dated December 23, 1994 filed as Exhibit (1) to the Company’s
current report on Form 8-K during the fourth quarter of 1994 (date of report -
December 23, 1994) is incorporated herein by reference.
(2) The following Agreements filed as Exhibit 4 to the Company’s Quarterly Report on
Form 10-Q for the quarter ended June 30, 1995 are incorporated herein by reference:
(2) Amendment No. 1 dated as of May 4, 1995 to Rights Agreement dated as of
December 23, 1994 by and between Hawaiian Airlines, Inc. and Chemical Trust
Company of California;

(b) Amendment No. 1 to 1994 Stock Option Plan dated as of May 4, 1995;

{c) Amendment No. 1 dated as of May 4, 1995 to Warrants Nos. 1-10.

(3) 1994 Stock Option Plan, as amended, filed as Exhibit 4 to the Company’s
Registration Statement on Form S-8 as filed November 15, 1995 is incorporated
herein by reference.
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The following Agreements filed as Exhibit 4 to the Company’s Annual Report on
Form 10-K for the year ended December 31, 1995 are incorporated herein by
reference:

(a) Rightsholders Agreement dated as of January 31, 1996, by and among Hawaiian
Alrlines, Inc., Airline Investors Partnership, L.P., AMR Corporation, Martin
Anderson and Robert Midkiff;

(b) Amendment No. 2 to the Rights Agreement, as amended, dated as of January
31, 1996 by and between Hawaiian Airlines, Inc. and Chemical Trust Company
of California;

(¢) Amendment No. 2 to 1994 Stock Cption Plan, as amended, dated as of
December 8, 1995.

1996 Stock Incentive Plan, as amended, filed as Exhibit 4 to the Company’s

Amendment No. 1 to Registration Statement on Form S-2 as filed July 12, 1996 is

incorporated herein by reference.

Amendment No. 3 to the Rights Agreement, as amended, datal as of May 21, 1998,

by and between Hawaiian Airlines, Inc. and ChaseMellon Shareholder Services,

L.L.C., as successor to Chemical Trust Company of California, filed as Exhibit 4 to

the Company’s Amendment No. 2 to Registration Staternent on Form 8-A as filed

May 22, 1998 is incorporated herein by reference.

Amendment No. 4 to the Rights Agreement, as amended, dated as of August 28,

1998, by and between Hawaiian Airlines, Inc. and ChaseMellon Shareholder

Services, L.L.C., as successor to Chemical Trust Company of California, filed as

Exhibit 5 to the Company’s Amendment No. 3 to Registration Statement on Form 8-

A as filed September 14, 1998 is incorporated herein by reference.

The Company agrees to provide the Securities and Exchange Commission, upon
request, copies of instruments defining the rights of security holders of long-term
debt of the Company.

Exhibit 10 - Material Contracts.

1

)

Aircraft Loan Agreement, dated March 29, 1999, between Bank of Hawaii and
Hawaiian Airlines, Inc. filed as Exhibit 10 to the Company's Quarterly Report on
Form 10-Q for the quarter ended March 31, 1999, and in redacted form since
confidential treatment has been requested pursuant to Rule 24.b-2 for certain portions
thereof, is incorporated herein by reference.

The following contracts filed as Exhibit 10 to the Company’s Annual Report on

Form 10-K for the year ended December 31, 1999 are incorporated herein by

reference:

(a) Sublease Agreement 060 dated as of October 26, 1999 between Continental
Micronesia, Inc. and the Company, in redacted form since confidential treatment
has been requested pursuant to Rule 24.b-2 for certain portions thereof.

(b) Sublease Agreement 061 dated as of October 26, 1999 bvetween Continental
Micronesia, Inc. and the Company, in redacted form since confidential treatment
has been requested pursuant to Rule 24.b-2 for certain portions thereof.

(c) Aircraft Maintenance Services Agreement dated as of October 26, 1999 by and
between the Company and Continental Airlines, Inc., in redacted form since
confidential treatment has been requested pursuant to Rule 24.b-2 for certain
portions thereof.

(d) Agreement between U.S. Bank National Association and the Company, effective
date December 31, 1999, in redacted form since confidential treatment has been
requested pursuant to Rule 24.b-2 for certain portions thereof.

(e) Aircraft General Terms Agreement AGTA-HWI between The Boeing Company
and the Company, dated as of December 31, 1999, in redacted form since
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confidential treatment has been requested pursuant to Rule 24.b-2 for certain
portions thereof.

Purchase Agreement Number 2252 between McDonnell Douglas Corporation
and the Company relating to Model 717-22A Aircraft and the following Letter
Agreements, dated as of December 31, 1999, in redacted form since confidential
treatment has been requested pursuant to Rule 24.b-2 for certain portions
thereof:

(a) Customer Services Matters;

(b) Spares Initial Provisioning;

(c) Aircraft Performance Guarantees;

(d) Promotional Support;

(e) Business Matters;

(f) Purchase Rights Aircraft and Aircraft Model Substitution;

(g) Liquidated Damages-Non-Excusable Delay;

(h) Guarantee Agreement;

(i) Other Matters;

(j) Financing Matters;

(k) Spares Commitments;

() Board Approval.

(3) Further Letter Agreements relating to Purchase Agreement Number 2252 filed as
Exhibit 10 to the Company’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 2000 are incorporated herein by reference:

“)

&)

(a)
(b

Supplemental Agreement No. 1;
Other Matters.

The following contracts filed as Exhibit 10 to the Company’s Quarterly Report on
Form 10-Q for the quarter ended June 30, 2000 are incorporated herein by reference:

(a)

(b)

©
(d)

Loan agreement dated May 26, 2000 between Hawaiian as Borrower and
Kreditanstalt fur Wiedaraufbau as Lender and the related Secured Reimbursement
Agreement dated as of May 26, 2000 between Hawaiian as Borrower and Rolls-
Royce Deutschland GmbH as Guarantor, filed as Exhibit 99-1, in redacted form
since confidential treatment has been requested pursuant to Rule 24.b-2 for certain
portions thereof; '

Commercial Cooperation Agreement between Northwest Airlines, Inc. (NW) and
Hawaiian, the Partner Agreement between NW and Hawaiian, and the Multilateral
Prorate Agreement among Hawaiian, NW, and KLM Royal Dutch Airways, all
dated May 17, 2000, filed as Exhibit 99-2, in redacted form since confidential
treatment has been requested pursuant to Rule 24.b-2 for certain portions thereof;
Employment Agreement for Robert W. Zoller, Jr. as Executive Vice President-
Operations and Service, effective as of December 1, 1999, filed as Exhibit 99-3;
“Deferred Advance Payments™ Letter Agreement relating to Purchase Agreement
Number 2252 filed as Exhibit 99-4, in redacted form since confidential treatment
has been requested pursuant to Rule 24.b-2 for certain portions thereof.

Sublease Agreement 084 dated as of December 8, 2000 between Continental Airlines,
Inc. and the Company, filed as Exhibit 10 to the Company’s Annual Report on Form
10-K for the year ended December 31, 2000, and filed in redacted form since
confidential treatment has been requested pursuant to Rule 24.b-2 for certain portions
thereof, is incorporated herein by reference.
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The following contracts filed as exhibits to the Company’s Quarterly Report on Form

10-Q for the quarter ended March 31, 2001 are incorporated herein by reference:

(a) Employment Agreement for Christine Deister as Executive Vice President — Chief
Financial Officer — Treasurer, effective as of March 1, 2001.

(b) Lease Agreement N475HA dated February 28, 2001, between First Security Bank,
N.A. and the Company, for one Boeing 717-200 aircraft, filed in redacted form
since confidential treatment has been requested pursuant to Rule 24.b-2 for certain
provisions thereof. The Company also entered into Lease Agreement N476HA
dated March 14, 2001, Lease Agreement N477HA dated April 30, 2001, Lease
Agreement N478HA dated May 25, 2001, Lease Agreement N479HA dated
June 21, 2001, Lease Agreement N48OHA dated June 28, 2001, Lease
Agreement N481HA dated July 26, 2001, Lease Agreement N482HA dated
August 13, 2001, Lease Agreement N483HA dated August 27, 2001, Lease
Agreement N484HA dated September 12, 2001, Lease Agreement N485HA
dated October 29, 2001, Lease Agreement N486HA dated November 20, 2001,
and Lease Agreement N487HA dated December 20, 2001, between Wells Fargo
Bank, Northwest, N.A. (successor to First Security Bank, N.A.) and the
Company, each for an additional Boeing 717-200 aircraft. The leases are
substantially identical to Lease Agreement N475HA filed in redacted form with
the Company’s Form 10-Q for the first quarter of 2001, except with respect to
the aircraft information, delivery dates and certain other information as to which
the Company is requesting confidential treatment pursuant to Rule 24.b-2.
Pursuant to S-K Item 601, Instruction 2, Lease Agreement N476HA, Lease
Agreement N477HA, Lease Agreement N478HA, Lease Agreement N479HA,
Lease Agreement N480HA, Lease Agreement N481HA, Lease Agreement
N482HA, Lease Agreement N483HA, Lease Agreement N484HA, Lease
Agreement N485HA, Lease Agreement N486HA and Lease Agreement
N487HA are not being filed herewith.

Lease Agreement between AWMSI and the Company, dated as of June §, 2001, for

one Boeing Model 767-33AER aircraft, Manufacturer’s Serial Number 28140

(“Lease Agreement 281407), filed as Exhibit 10 to the Company’s Quarterly Report

on Form 10-Q for the quarter ended June 30, 2001, and filed in redacted form since

confidential treatment has been requested pursuant to Rule 24.b-2 for certain
provisions thereof, is incorporated herein by reference. The Company has also
entered into that Lease Agreement between AWMSI and the Company, dated as of

June 8, 2001 for one Boeing Model 767-33AER aircraft, Manufacturer’s Serial

Number 28141 (“Lease Agreement 28141™) and that Lease Agreement between

AWMSI and the Company, dated as of June 8, 2001 for one Boeing Model 767-

33AER aircraft, Manufacturer’s Serial Number 28139 (“Lease Agreement 28139”),

which lease agreements are substantially identical to Lease Agreement 28140 except

with respect to aircraft information, delivery date and certain other information as to

which the Company is requesting confidential treatment pursuant to Rule 24.b-2.

Pursuant to S-K Item 601, Lease Agreement 28141 and Lease Agreement 28139 are

not being filed herewith.

The following contracts filed as exhibits to the Company’s Quarterly Report on

Form 10-Q for the quarter ended September 30, 2001 are incorporated herein by

reference:

(a) Lease Agreement between International Lease Finance Corporation (“ILFC”)
and the Company, dated as of July 16, 2001, for one Boeing Model 767-3GSER
aircraft, Manufacturer’s Serial Number 24257 (“Lease Agreement 24257"), filed
in redacted form since confidential treatment has been requested pursuant to
Rule 24.b-2 for certain provisions thereof. The Company has also entered into
that Lease Agreement between ILFC and the Company, dated as of July 16,
2001 for one Boeing Model 767-3GSER aircraft, Manufacturer’s Serial Number
24258 (“Lease Agreement 24258"), that Lease Agreement between ILFC and
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(b)

(©)

(@)

the Company, dated as of July 16, 2001, for one Boeing Model 767-3G5ER
aircraft, Manufacturer’s Serial Number 25531 (“Lease Agreement 25531"), and
that Lease Agreement between ILFC and the Company, dated as of July 16,
2001, for one Boeing Model 767-3G5ER aircraft, Manufacturer’s Serial Number
24259 (“Lease Agreement 24259"), which lease agreements are substantially
identical to Lease Agreement 24257 except with respect to aircraft information,
delivery date and certain other information as to which the Company is
requesting confidential treatment pursuant to Rule 24.b-2. Pursuant to S-K Item
601, Lease Agreement 24258, Lease Agreement 25531, and Lease Agreement
24259 are not being filed herewith.

Lease Agreement between AWMSI and the Company, dated as of September
20, 2001, for one Boeing Model 767-33AER aircraft, Manufacturer’s Serial
Number 33421 (“Lease Agreement 33421"), filed in redacted form since
confidential treatment has been requested pursuant to Rule 24.b-2 for certain
provisions thereof. The Company has also entered into that Lease Agreement
between AWMSI and the Company, dated as of September 20, 2001 for one
Boeing Model 767-33AER aircraft, Manufacturer’s Serial Number 33422
(“Lease Agreement 33422"), that Lease Agreement between AWMSI and the
Company, dated as of September 20, 2001, for one Boeing Model 767-33AER
aircraft, Manufacturer’s Serial Number 33423 (“Lease Agreement 33423"), that
Lease Agreement between AWMSI and the Company, dated as of September
20, 2001, for one Boeing Model 767-33AER aircraft, Manufacturer’s Serial
Number 33424 (“Lease Agreement 33424"), and that Lease Agreement between
AWMSI and the Company, dated as of September 20, 2001, for one Boeing
Mode! 767-33AER aircraft, Manufacturer’s Serial Number 33425 (“Lease
Agreement 33425"), which lease agreements are substantially identical to Lease
Agreement 33421 except with respect to aircraft information, delivery date and
certain other information as to which the Company is requesting confidential
treatment pursuant to Rule 24.b-2. Pursuant to S-K Item 601, Lease Agreement
33422, Lease Agreement 33423, Lease Agreement 33424, and Lease Agreement
33425 are not being filed herewith.

Lease Agreement between BCC Equipment Leasing Corporation (“BCC”) and
the Company, dated as of September 20, 2001, for one Boeing Model 767-
33AER aircraft, Manufacturer’s Serial Number 33426 (“Lease Agreement
33426"), filed in redacted form since confidential treatment has been requested
pursuant to Rule 24.b-2 for certain provisions thereof. The Company has also
entered into that Lease Agreement between BCC and the Company, dated as of
September 20, 2001 for one Boeing Model 767-33AER aircraft, Manufacturer’s
Serial Number 33427 (“Lease Agreement 33427"), that Lease Agreement
between BCC and the Company, dated as of September 20, 2001, for one
Boeing Model 767-33AER aircraft, Manufacturer’s Serial Number 33428
(“Lease Agreement 33428"), and that Lease Agreement between BCC and the
Company, dated as of September 20, 2001, for one Boeing Model 767-33AER
aircraft, Manufacturer’s Serial Number 33429 (“Lease Agreement 33429"),
which lease agreements are substantially identical to Lease Agreement 33426
except with respect to aircraft information, delivery date and certain other
information as to which the Company is requesting confidential treatment
pursuant to Rule 24.b-2. Pursuant to S-K Item 601, Lease Agreement 33427,
Lease Agreement 33428, and Lease Agreement 33429 are not being filed
herewith.

CodeShare Agreement dated July 1, 2001 between the Company and Alaska
Airlines, Inc. filed in redacted form since confidential treatment has been
requested pursuant to Rule 24.b-2 for certain provisions thereof.
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(9) PW4060 Engine Fleet Management Program Agreement by and between United
Technologies Corporation Pratt & Whitney Division and Hawaiian Airlines, Inc.,
dated as of October 5, 2001, filed in redacted form since confidential treatment for
certain provisions thereof has been requested pursuant to Rule 24.b-2.*

(10)Release and Separation Agreement, dated August 2, 2000, between John L. Garibaldi
and Hawaiian Airlines, Inc.

(11)Severance, General Release and Indemnity Agreement, dated April 30, 2002,
between Robert W. Zoller, Jr. and Hawaiian Airlines, Inc.

Exhibit 23 Consent of experts and counsel.
(1) Consent of Ernst & Young LLP.

Exhibit 24 Power of Attorney.*

*  Previously filed as an exhibit to Hawaiian Airlines, Inc. Annual Report on Form 10-K, filed on April
1, 2002, for the year ended December 31, 2001.

**  Previously filed as an exhibit to Amendment No. 1 to Hawaiian Airlines, Inc. Annual Report on Form
10-K/A, filed on April 30, 2002, for the year ended December 31, 2001.




EXHIBIT INDEX

Exhibit Number Description
(a) Financial Statements.

(b)

(©

(1) Report of Emst & Young LLP, Independent Auditors.*

(2) Statements of Operations for the Years ended December 31, 2001, 200, and 1999.*

(3) Balance Sheets, December 31, 2001 and 2000 *

{4) Statements of Shareholders' Equity and Comprehensive Income for the Years ended
December 31, 2001, 2000, and 1999.*

(5) Statements of Cash Flows for the Years ended December 31, 2001, 2000, and 1999.*

(6). Notes to Financial Statements.*

Financial Statement Schedule.

(1) Report of Independent Auditors of Emst & Young LLP on Financial Statement
Schedule for the Years Ended December 31, 2001, 2000 and 1999.*
(2) Schedule of Valuation and Qualifying Accounts.*

Schedules not listed above are omitted because of the absence of the conditions under
which they are required or because the required information is included in the financial
statements or notes thereto.

Reports on Form 8-K.

(1) Current Report on Form 8-K dated December 19, 2001 reporting Item 5, “Other
Events.”

(2) Current Report on Form 8-K dated February 14, 2002 reporting Item 5, “Other
Events.”

Exhibits.

Exhibit 3 - Articles of Incorporation, Bylaws.

(1) Restated Articles of Incorporation of the Company filed as Exhibit 3(a) to the
Company’s Registration Statement on Form S-3 as filed December 31, 1998 is
incorporated herein by reference.

(2) Amended and Restated Bylaws of the Company, dated January 31, 2001 **

Exhibit 4 - Instruments Defining the Rights of Security Holders Including Indentures.
(1) Rights Agreement dated December 23, 1994 filed as Exhibit (1) to the Company’s
current report on Form 8-K during the fourth quarter of 1994 (date of report -
December 23, 1994) is incorporated herein by reference.
(2) The following Agreements filed as Exhibit 4 to the Company’s Quarterly Report on
Form 10-Q for the quarter ended June 30, 1995 are incorporated herein by reference:
(a) Amendment No. 1 dated as of May 4, 1995 to Rights Agreement dated as of
December 23, 1994 by and between Hawaiian Airlines, Inc. and Chemical Trust
Company of California;

(b) Amendment No. 1 to 1994 Stock Option Plan dated as of May 4, 1995;

(c) Amendment No. 1 dated as of May 4, 1995 to Warrants Nos. 1-10.

(3) 1994 Stock Option Plan, as amended, filed as Exhibit 4 to the Company’s
Registration Statement on Form S-8 as filed November 15, 1995 is incorporated
herein by reference.
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The following Agreements filed as Exhibit 4 to the Company’s Annual Report on
Form 10-K for the year ended December 31, 1995 are incorporated herein by
reference:

(a) Rightsholders Agreement dated as of January 31, 1996, by and among Hawaiian
Airlines, Inc., Airline Investors Partnership, L.P., AMR Corporation, Martin
Anderson and Robert Midkiff;

(b) Amendment No. 2 to the Rights Agreement, as amended, dated as of January
31, 1996 by and between Hawaiian Airlines, Inc. and Chemical Trust Company
of California;

(¢) Amendment No. 2 to 1994 Stock Option Plan, as amended, dated as of
December 8, 1995.

1996 Stock Incentive Plan, as amended, filed as Exhibit 4 to the Company’s

Amendment No. 1 to Registration Statement on Form S-2 as filed July 12, 1996 is

incorporated herein by reference.

Amendment No. 3 to the Rights Agreement, as amended, daed as of May 21, 1998,

by and between Hawaiian Airlines, Inc. and ChaseMellon Shareholder Services,

L.L.C., as successor to Chemical Trust Company of California, filed as Exhibit 4 to

the Company’s Amendment No. 2 to Registration Statement on Form 8-A as filed

May 22, 1998 is incorporated herein by reference.

Amendment No. 4 to the Rights Agreement, as amended, dated as of August 28,

1998, by and between Hawaiian Airlines, Inc. and ChaseMellon Shareholder

Services, L.L.C., as successor to Chemical Trust Company of California, filed as

Exhibit 5 to the Company’s Amendment No. 3 to Registration Statement on Form 8-

A as filed September 14, 1998 is incorporated herein by reference.

The Company agrees to provide the Securities and Exchange Commission, upon
request, copies of instruments defining the rights of security holders of long-term
debt of the Company.

Exhibit 10 - Material Contracts.

(1

2

Aircraft Loan Agreement, dated March 29, 1999, between Bank of Hawaii and

Hawaiian Airlines, Inc. filed as Exhibit 10 to the Company's Quarterly Report on

Form 10-Q for the quarter ended March 31, 1999, and in redacted form since

confidential treatment has been requested pursuant to Rule 24.b-2 for certain portions

thereof, is incorporated herein by reference.

The following contracts filed as Exhibit 10 to the Company’s Annual Report on

Form 10-K for the year ended December 31, 1999 are incorporated herein by

reference:

(a) Sublease Agreement 060 dated as of October 26, 1999 between Continental
Micronesia, Inc. and the Company, in redacted form since confidential treatment
has been requested pursuant to Rule 24.b-2 for certain portions thereof.

(b) Sublease Agreement 061 dated as of October 26, 1999 between Continental
Micronesia, Inc. and the Company, in redacted form since confidential treatment
has been requested pursuant to Rule 24.b-2 for certain portions thereof.

(c) Aircraft Maintenance Services Agreement dated as of October 26, 1999 by and
between the Company and Continental Airlines, Inc., in redacted form since
confidential treatment has been requested pursuant to Rule 24.b-2 for certain
portions thereof.

(d) Agreement between U.S. Bank National Association and the Company, effective
date December 31, 1999, in redacted form since confidential treatment has been
requested pursuant to Rule 24.b-2 for certain portions thereof.

(e) Aircraft General Terms Agreement AGTA-HWI between The Boeing Company
and the Company, dated as of December 31, 1999, in redacted form since
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confidential treatment has been requested pursuant to Rule 24.b-2 for certain
portions thereof.

Purchase Agreement Number 2252 between McDonnell Douglas Corporation
and the Company relating to Model 717-22A Aircraft and the following Letter
Agreements, dated as of December 31, 1999, in redacted form since confidential
treatment has been requested pursuant to Rule 24.b-2 for certain portions
thereof:

(a) Customer Services Matters;

(b) Spares Initial Provisioning;

(¢) Aircraft Performance Guarantees;

(d) Promotional Support;

(e) Business Matters;

(f) Purchase Rights Aircraft and Aircraft Model Substitution;

(g) Liquidated Damages-Non-Excusable Delay;

(h) Guarantee Agreement;

(i) Other Matters;

(j) Financing Matters;

(k) Spares Commitments;

() Board Approval.

(3) Further Letter Agreements relating to Purchase Agreement Number 2252 filed as
Exhibit 10 to the Company’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 2000 are incorporated herein by reference:

“4)

(5)

(a)
(b)

Supplemental Agreement No. 1;
Other Matters.

The following contracts filed as Exhibit 10 to the Company’s Quarterly Report on
Form 10-Q for the quarter ended June 30, 2000 are incorporated herein by reference:

(a)

(b)

©
(d

Loan agreement dated May 26, 2000 between Hawaiian as Borrower and
Kreditanstalt fur Wiedaraufbau as Lender and the related Secured Reimbursement
Agreement dated as of May 26, 2000 between Hawaiian as Borrower and Rolls-
Royce Deutschland GmbH as Guarantor, filed as Exhibit 99-1, in redacted form
since confidential treatment has been requested pursuant to Rule 24.b-2 for certain
portions thereof;

Commercial Cooperation Agreement between Northwest Arrlines, Inc. (NW) and
Hawaiian, the Partner Agreement between NW and Hawaiian, and the Multilateral
Prorate Agreement among Hawaiian, NW, and KLM Royal Dutch Airways, all
dated May 17, 2000, filed as Exhibit 99-2, in redacted form since confidential
treatment has been requested pursuant to Rule 24.b-2 for certain portions thereof;
Employment Agreement for Robert W. Zoller, Jr. as Executive Vice President-
Operations and Service, effective as of December 1, 1999, filed as Exhibit 99-3;
“Deferred Advance Payments” Letter Agreement relating to Purchase Agreement
Number 2252 filed as Exhibit 99-4, in redacted form since confidential treatment
has been requested pursuant to Rule 24.b-2 for certain portions thereof.

Sublease Agreement 084 dated as of December 8, 2000 between Continental Airlines,
Inc. and the Company, filed as Exhibit 10 to the Company’s Annual Report on Form
10-K for the year ended December 31, 2000, and filed in redacted form since
confidential treatment has been requested pursuant to Rule 24.b-2 for certain portions
thereof, is incorporated herein by reference.
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The following contracts filed as exhibits to the Company’s Quarterly Report on Form

10-Q for the quarter ended March 31, 2001 are incorporated herein by reference:

(a) Employment Agreement for Christine Deister as Executive Vice President — Chief
Financial Officer — Treasurer, effective as of March 1, 2001.

(b) Lease Agreement N475HA dated February 28, 2001, between First Security Bank,
N.A. and the Company, for one Boeing 717-200 aircraft, filed in redacted form
since confidential treatment has been requested pursuant to Rule 24.b-2 for certain
provisions thereof. The Company also entered into Lease Agreement N476HA
dated March 14, 2001, Lease Agreement N477HA dated April 30, 2001, Lease
Agreement N478HA dated May 25, 2001, Lease Agreement N479HA dated
June 21, 2001, Lease Agreement N480HA dated June 28, 2001, Lease
Agreement N481HA dated July 26, 2001, Lease Agreement N482HA dated
August 13, 2001, Lease Agreement N483HA dated August 27, 2001, Lease
Agreement N484HA dated September 12, 2001, Lease Agreement N485HA
dated October 29, 2001, Lease Agreement N486HA dated November 20, 2001,
and Lease Agreement N487HA dated December 20, 2001, between Wells Fargo
Bank, Northwest, N.A. (successor to First Security Bank, N.A.) and the
Company, each for an additional Boeing 717-200 aircraft. The leases are
substantially identical to Lease Agreement N475HA filed in redacted form with
the Company’s Form 10-Q for the first quarter of 2001, except with respect to
the aircraft information, delivery dates and certain other information as to which
the Company is requesting confidential treatment pursuant to Rule 24.b-2.
Pursuant to S-K Item 601, Instruction 2, Lease Agreement N476HA, Lease
Agreement N477HA, Lease Agreement N478HA, Lease Agreement N479HA,
Lease Agreement N480HA, Lease Agreement N481HA, Lease Agreement
N482HA, Lease Agreement N483HA, Lease Agreement N484HA, Lease
Agreement N4B5HA, Lease Agreement N486HA and Lease Agreement
N487HA are not being filed herewith,

Lease Agreement between AWMSI and the Company, dated as of June 8, 2001, for

one Boeing Model 767-33AER aircraft, Manufacturer’s Serial Number 28140

(“Lease Agreement 28140”), filed as Exhibit 10 to the Company’s Quarterly Report

on Form 10-Q for the quarter ended June 30, 2001, and filed in redacted form since

confidential treatment has been requested pursuant to Rule 24.b-2 for certain
provisions thereof, is incorporated herein by reference. The Company has also
entered into that Lease Agreement between AWMSI and the Company, dated as of

June 8, 2001 for one Boeing Model 767-33AER aircraft, Manufacturer’s Serial

Number 28141 (“Lease Agreement 28141”) and that Lease Agreement between

AWMSI and the Company, dated as of June 8, 2001 for one Boeing Model 767-

33AER aircraft, Manufacturer’s Serial Number 28139 (“Lease Agreement 28139),

which lease agreements are substantially identical to Lease Agreement 28140 except

with respect to aircraft information, delivery date and certain other information as to

which the Company is requesting confidential treatment pursuant to Rule 24.b-2.

Pursuant to S-K Item 601, Lease Agreement 28141 and Lease Agreement 28139 are

not being filed herewith.

The following contracts filed as exhibits to the Company’s Quarterly Report on

Form 10-Q for the quarter ended September 30, 2001 are incorporated herein by

reference:

{a) Lease Agreement between International Lease Finance Corporation (“ILFC”)
and the Company, dated as of July 16, 2001, for one Boeing Model 767-3GSER
aircraft, Manufacturer’s Serial Number 24257 (“Lease Agreement 24257"), filed
in redacted form since confidential treatment has been requested pursuant to
Rule 24.b-2 for certain provisions thereof. The Company has also entered into
that Lease Agreement between ILFC and the Company, dated as of July 16,
2001 for one Boeing Model 767-3GSER aircraft, Manufacturer’s Serial Number
24258 (“Lease Agreement 24258"), that Lease Agreement between ILFC and




(b)

the Company, dated as of July 16, 2001, for one Boeing Model 767-3G5ER
aircraft, Manufacturer’s Serial Number 25531 (“Lease Agreement 25531"), and
that Lease Agreement between ILFC and the Company, dated as of July 16,
2001, for one Boeing Model 767-3GSER aircraft, Manufacturer’s Serial Number
24259 (“Lease Agreement 24259"), which lease agreements are substantially
identical to Lease Agreement 24257 except with respect to aircraft information,
delivery date and certain other information as to which the Company is
requesting confidential treatment pursuant to Rule 24.b-2. Pursuant to S-K Item
601, Lease Agreement 24258, Lease Agreement 25531, and Lease Agreement
24259 are not being filed herewith.

Lease Agreement between AWMSI and the Company, dated as of September
20, 2001, for one Boeing Model 767-33AER aircraft, Manufacturer’s Serial
Number 33421 (“Lease Agreement 33421"), filed in redacted form since
confidential treatment has been requested pursuant to Rule 24.b-2 for certain
provisions thereof. The Company has also entered into that Lease Agreement

. between AWMSI and the Company, dated as of September 20, 2001 for one

(©)

(d)

Boeing Model 767-33AER aircraft, Manufacturer’s Serial Number 33422
(“Lease Agreement 33422"), that Lease Agreement between AWMSI and the
Company, dated as of September 20, 2001, for one Boeing Model 767-33AER
aircraft, Manufacturer’s Serial Number 33423 (“Lease Agreement 33423"), that
Lease Agreement between AWMSI and the Company, dated as of September
20, 2001, for one Boeing Model 767-33AER aircraft, Manufacturer’s Serial
Number 33424 (“Lease Agreement 33424"), and that Lease Agreement between
AWMSI and the Company, dated as of September 20, 2001, for one Boeing
Model 767-33AER aircraft, Manufacturer’s Serial Number 33425 (“Lease
Agreement 33425"), which lease agreements are substantially identical to Lease
Agreement 33421 except with respect to aircraft information, delivery date and
certain other information as to which the Company is requesting confidential
treatment pursuant to Rule 24.b-2. Pursuant to S-K Item 601, Lease Agreement
33422, Lease Agreement 33423, Lease Agreement 33424, and Lease Agreement
33425 are not being filed herewith.

Lease Agreement between BCC Equipment Leasing Corporation (“BCC™) and
the Company, dated as of September 20, 2001, for one Boeing Model 767-
33AER aircraft, Manufacturer’s Serial Number 33426 (“Lease Agreement
33426"), filed in redacted form since confidential treatment has been requested
pursuant to Rule 24.b-2 for certain provisions thereof. The Company has also
entered into that Lease Agreement between BCC and the Company, dated as of
September 20, 2001 for one Boeing Model 767-33AER aircraft, Manufacturer’s
Serial Number 33427 (“Lease Agreement 33427"), that Lease Agreement
between BCC and the Company, dated as of September 20, 2001, for one
Boeing Model 767-33AER aircraft, Manufacturer’s Serial Number 33428
(“Lease Agreement 33428"), and that Lease Agreement between BCC and the
Company, dated as of September 20, 2001, for one Boeing Model 767-33AER
aircraft, Manufacturer’s Serial Number 33429 (“Lease Agreement 33429"),
which lease agreements are substantially identical to Lease Agreement 33426
except with respect to aircraft information, delivery date and certain other
information as to which the Company is requesting confidential treatment
pursuant to Rule 24.b-2. Pursuant to S-K Item 601, Lease Agreement 33427,
Lease Agreement 33428, and Lease Agreement 33429 are not being filed
herewith.

CodeShare Agreement dated July 1, 2001 between the Company and Alaska
Airlines, Inc. filed in redacted form since confidential treatment has been
requested pursuant to Rule 24.b-2 for certain provisions thereof.
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(9) PW4060 Engine Fleet Management Program Agreement by and between United
Technologies Corporation Pratt & Whitney Division and Hawaiian Airlines, Inc.,
dated as of October 5, 2001, filed in redacted form since confidential treatment for
certain provisions thereof has been requested pursuant to Rule 24.b-2.*

(10)Release and Separation Agreement, dated August 2, 2000, between John L. Garibaldi
and Hawaiian Airlines, Inc.

(11)Severance, General Release and Indemnity Agreement, dated April 30, 2002,
between Robert W. Zoller, Jr. and Hawaiian Airlines, Inc.

Exhibit 23 Consent of experts and counsel.
(1) Consent of Ernst & Young LLP.

Exhibit 24 Power of Attorney. *

*  Previously filed as an exhibit to Hawaiian Airlines, Inc. Annual Report on Form 10-K, filed on April

1, 2002, for the year ended December 31, 2001.

** Previously filed as an exhibit to Amendment No. 1 to Hawaiian Airlines, Inc. Annual Report on Form
10-K/A, filed on April 30, 2002, for the year ended December 31, 2001.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended,
the Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.

HAWAIIAN AIRLINES, INC.

By /s/ Christine R. Deister
July 22, 2002 Christine R. Deister
Executive Vice President and
Chief Financial Officer
(Principal Financial and Accounting Officer)

Pursuant to the requirements of the Securities Exchange Act 1934, as amended, this report has been signed
below by the following persons on behalf of the Registrant and in the capacities indicated on July 22, 2002.

SIGNATURE TITLE
* Chairman of the
John W. Adams Board of Directors,

Chief Executive Officer
and President
(Principal Executive Officer)

* Executive Vice President and

Christine R. Deister Chief Financial Officer
(Principal Financial and
Accounting Officer)

* Director

Todd G. Cole

* Director

Robert G. Coo

* Director
Joseph P. Hoar

* Director
Reno F. Morella

* Director
Samson Po’omaihealani

* Director
Edward Z. Safady
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SIGNATURE TITLE

* Director
Sharon L. Soper

* Director
Thomas J. Trzanowski

* Director
William M. Weisfield

By: /s/ Christine R. Deister
Attorney-in-Fact

* Such signature has been affixed pursuant to a Power of Attorney filed as an exhibit hereto and
incorporated herein by reference thereto.
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Report of Independent Auditors

The Board of Directors
Hawaiian Airlines, Inc.

We have audited the accompanying balance sheets of Hawaiian Airlines, Inc. (the “Company”) as of
December 31, 2001 and 2000, and the related statements of operations, shareholders’ equity and
comprehensive income, and cash flows for each of the three years in the period ended December 31, 2001.
These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Hawaiian Airlines, Inc. as of December 31, 2001 and 2000, and the results of its
operations and its cash flows for each of the three years in the period ended December 31, 2001, in
conformity with accounting principles generally accepted in the United States.

As discussed in Note 3 to the financial statements, effective January 1, 1999, the Company changed its
method of accounting for the sale of mileage credits to participating partners in its frequent flyer program.

/s/ Ernst & Young LLP

Honolulu, Hawaii
March 25, 2002
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Hawaiian Airlines, Inc.
Statements of Operations (in thousands)
For the Years ended December 31, 2001, 2000, and 1999

2001 2000 1999
Operating Revenues:
PaSSEIZET. .. vt etivieeit e et e e e e e e e $ 488,300 $475,475 $400,251
L0111 ¢ 1 S U 75,632 82,358 46,570
L0 - L BT 22,214 27,791 22,836
10111 PSP 25,436 21,596 19,220
TOCALL e eesiereerierersieneerteresssseartsoentortoreresnsrsonssssssanse 611,582 607,220 488,877
Operating Expenses:
Wages and benefits...........cooooviiiiiiiiiiii i 188,813 160,459 138,418
Aircraft fuel, including taxes and oil.................oco 111,876 127,221 76,382
Maintenance materials and I€pairs...........covoveviieiiinins 99,043 111,240 101,801
Rentals and landing fees..........ooccevviieneiiieinniivineeannnns 61,767 39,458 31,640
Sales COMIMISSIONS. ...\ttt iee it ateree i eineraeaieenienns 20,812 14,798 12,471
Depreciation and amortization...........c.cveeviveiinereneanennnn.. 13,983 16,321 17,139
Impairment 0SS, ... ..uvveii it - - 46,958
Restructuring Charges.........ovvveviviiiiie i (3,600) 14,927 -
Loss on assets held forsale...........coovvviiiiiiiiiiiiiii i, - 7,575 -
Special credit (Stabilization Act).........ccoovevrviiiniiiiniines (30,780) - -
011 1= U 133,007 129,023 104,605
TOLAL e evaneraneernerenssersernsessessorasasssnsersesarssssasasansasss 594,921 621,022 529,414
Operating Income (LOSS)..coeveiieiiiiiriiirniaiiriercineiioaraeees 16,661 (13,802) (40,537)
Nonoperating Income (Expense):
Interest and amortization of debt expense.......................... 2,212) (3,034) (3,448)
INterESt OO, .ttt e e e 3,865 4,291 2,377
Loss on disposition of equipment...............cocoeiviiniiiinn.n. (32) (85) (1,013)
OtheT, M. . i e e e e 557 305 2,708
oL@l e eeneirereernirnerneneereorenstseeresrertontoncrsraarssnsonsnsons 2,178 1,477 624
Income (Loss) Before Income Taxes and Cumulative
Effect of Change in Accounting Principle.....coveveneneen. 18,839 (12,325) (39,913)
Income Tax Benefit (ProviSION)....eeeeeieeeesesascrressceresensens (13,770) (6,290) 11,418
Net Income {Loss) Before Cumulative Effect of Change in
Accounting Principle....cceivieririariniriiaiiricriorianiiieee, 5,069 (18,615) (28,495)
Cumulative Effect of Change in Accounting Principle,
Net of INCOME T aKES . cvretiiareriarveresrorsserncosassarsasssssaaes - - (772)
Net INCOMIE (LOSS)ruerernrniarenranrescarsesarssrassarassssassssssnsanse $ 5,069 $ (18,615) $ (29,267)

See accompanying Notes te Financial Statements
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Hawaiian Airlines, Inc.
Statements of Operations (in thousands, except per share data)
For the Years ended December 31, 2001, 2000, and 1999

2001 2000 1999

Net Income (Loss) Per Common Stock Share:

Basic
Before cumulative effect of change in accounting principle..... $ 0.15 $ (0.48) $ (0.70)
Cumulative effect of change in accounting

principle, net of iNCOME faXeS.......cvvveviiiiiiineiiiiiiiannns - - (0.02)
Net Income (Loss) Per Common Stock Share.....ccovveneeraenans $ 0.15 $ (0.48) $ (0.72)
Diluted

Before cumulative effect of change in accounting principle..... $ o015 $ (0.48) $ (0.70)
Cumulative effect of change in accounting

principle, net of iNCOME tAXeS........oevvireeerrririnnceniaenn - - (0.02)
Net Income (Loss) Per Common Stock Share....cveevevereeneens $ 0.15 $ . (0.48) $  (0.72)
Weighted Average Number of Common Shares Cutstanding:

BasiC. .o 33,811 38,537 40,997
DHIUtEA. .t e 33,947 38,537 40,997
The following table shows a reconciliation of the weighted average shares outstanding used in
computing basic and diluted net income (loss) per Common Stock share:
Weighted average Common Steck Shares outstanding....... 33,811 38,537 40,997
Incremental Common Stock shares issuable upon exercise of

outstanding warrants and stock options

(treasury stock method)...........cocoiiiiiiiiiiiiiii 136 - -
Weighted average Commeon Stock Shares and

Common Stock Share equivalents...cocoevrverienineeniernnens 33,947 38,537 40,997

See accompanying Notes to Financial Statements
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Hawalian Airlines, Inc.
Balance Sheets (in thousands)
December 31, 2001 and 2000

1 2001 2000
- ASSETS
i Current Assets:
Cash and cash €qUIVALENTS. .......cuuuerernerineiiineeiineeirerecneanaenns $ 102,860 $ 67,832
- RSB CaASN . ettt e 26,910 -
j Accounts receivable, net of allowance for doubtful '
accounts of $1,305 and $500 in 2001 and 2000..........covvvvvneinnnn. 35,010 25,195
LA 170) § (=1 T SR 4,675 4,432
Assets held for sale.....oooviiiii e e - 12,805
Deferred tax aSSetS, MEl. . ..ouurrieririrriiertieieeieereie it ereiarreneernenes 3,000 7,125
Prepaid expenses and Other.........oocviviiiiiiiniiiin e, 6,877 10,132
Total cUrrent assetS.veeeeecesscocesssonses ereeserarsanrenteracncnsansanas 179,332 127,521
Property and Equipment: :
FHght qUIPIENT. ....oviiii e 27,218 16,895
Progress payments on flight equipment.................ooooiinin 1,068 47,079
Ground equipment, buildings and leasehold
IMIPTOVEIMENES ..\ ivet ettt ettt cetee e ntr e e e eter et e et teanenerenens 50,129 41,940
11 SO U PPN 78,415 105,914
Accumulated depreciation and amortization...............oovviiiiiiann, (33,159) (22,171)
Property and equipment; Mel...civeeviieverivreeriesesiansarearaenses 45,256 83,743
Other Assets:
Long-term prepayments and OtheT..........c..ocvevevieiiiriiriininininns 49,482 5,530
Deferred tax assets, MEl......ooivireriiitiieiierreieeeieeieanaeeernereeeneens 2,904 8,585
Reorganization value in excess of amounts
allocable to identifiable aSSets, Net. . .oiiiiiiiii it iaiiiireeaaaianes 28,320 31,589
Total Oler ASSEIS.civerreiterrierisresiereerrsaerssressassessorersonsessns 80,706 45,704
TOtal ASSELS.everenrierererrrerenrarrane eerbeeterareerrerrresenraerten .. $ 305,294 S 256,968

See accompanying Notes to Financial Statements
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Hawaiian Airlines, Inc.
Balance Sheets (in thousands, except share data)
December 31, 2001 and 2000

2001 2000
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:
ACCOUNLS PAYADIE. ... eere it $ 71,926 $ 55,083
Alr traffic Hability......o.ooviiiiii 110,641 74,989
Other accrued Habilities. ... ovvre it 59,824 36,530
Current portion of long-term debt............coooviiiiiii i 5,469 30,510
Current portion of capital lease obligations.........c.covevvvirieieiirernnnes 1,516 723
Total current Habilithes...oiviveeiriniiirerscreaisnrereensresesnnresnenss 249,376 197,835
Long-Term DeBt..ciiiiseiiiierriaiiiiisesiorsceresinissioresssssensasiorsassss 1,673 19,763
Capital Lease ObBUGAtioNS. . .creereerereriieiierarerrioiararienisnsaressesssnns 3,308 2,067
Other Liabilities and Deferred Credits:
Accumulated pension and other postretirement
benefit Obligations........covvivviiiiiiii i 63,451 20,715
0 1111 PPt 8,696 7,329
Total other liabilities and deferred credits...o.covvriereerinrienaeees 72,147 28,044
Shareholders' Equity:
Common Stock - $.01 par value, 60,000,000 shares authorized,
34,150,809 and 33,707,599 shares issued and outstanding
in 2001 and 2000, 1eSPeCctiVely. ... covveiiiiiiiiii e 415 410
Special Preferred Stock - $.01 par value, 2,000,000 shares
authorized, seven shares issued and outstanding..............c..cocevee. - -
Capital in excess of par value.......cooeeviviiiviiiiii 84,592 83,418
- Notes receivable from Common Stock sales............cocvvviviiiieiinnen. (1,560) (1,581)
Accumulated defiCit.........oooviiiiii (48,820) (53,889
Accumulated other comprehensive loss -
Minimum pension liability adjustment................coviiviiiinnnn, (51,600) (10,099)
Unrealized loss on hedge instruments.............coovevviviinninneann.. 4,237) -
Shareholders' equity (deficiency)......... Ceeterersareescentenerinnrerae (21,210) 18,259
Commitments and Centingent Liabilities
Total Liabilities and Shareholders' EQUItY....cceoveerrerrerorareens $ 305,294 $ 256,968

See accompanying Notes to Financial Statements
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Hawaiian Airlines, Inc.
Statements of Cash Flows (in thousands)
For the Years ended December 31, 2001, 2000 and 1999

2001 2000 1999
Cash Flows From Operating Activities:
NEt INCOME (10SS) ...\ vineireeiearietirreiee e erireeeaaeeeraas $ 5,069 $ (18,615) $ (29,267)
Adjustments to reconcile net income (loss) to
net cash provided by operating activities:
DEPreciation. ........vvcvviiere et 10,813 12,137 12,591
AMOTHZAION. ..ot e i 3,170 4,184 4,548
Net periodic postretirement benefit cost.......................... 1,555 914 752
IMPairment 0SS, ....ovvviviriii e - - 46,958
Restructuring charges (credit)..........cooooiiiiiiiiiiniiiin.. (3,600) 14,927 -
Loss on assets held for sale..........ccooiiiiiiiiiiiiiniinnns - 7,575 -
Loss on disposition of equipment.............ooveiinnninn. 32 85 1,013
Decrease (increase) in restricted cash..........coooevviiiiennnins (26,910) - 6,432
Decrease (increase) in accounts receivable...................... (9,815) (274) 5,074
Decrease (increase) in invVentories......oovvevevverivreirennns. 166 1,453 (5,419)
Increase in prepaid expenses and other.................ooeevienis (982) (2,461) (598)
Decrease (increase) in deferred taxes, net....................... 9,806 6,290 (22,000)
Increase in accounts payable............cociiiiiiiiiiiiiiicinnts 16,843 10,419 15,781
Increase in air traffic libability...............c.ooil, 35,652 24,563 27,076
Increase in other accrued liabilities...........coovvvvieviinenns, 28,234 8,763 5,622
Other, Met. ..o e (13,229) (6,640) 3,567
Net cash provided by operating activities......c.cesveeaenen.. 56,804 63,320 72,130
Cash Flows From Investing Activities:
Additions to property and equipment.............c...cceineani. (16,147) (13,261) (34,776)
Progress payments on flight equipment.......................... (5,256) (39,921) (7,158)
Net proceeds from disposition of equipment.................... 12,888 233 260
Net cash used in investing activities...ccoivrririnrierinsieiarens (8,515) (52,949) (41,674)
Cash Flows From Financing Activities: v
Long-term borrowings. .......ccvvvvvniiiiiiiiiiiicieiecneneaen, 1,426 22,839 12,704
Repayment of long-term debt..............c.oooii, (13,000) 9,277) 2,979
Repayment of capital lease obligations....................coveeen (1,547) 3,379 4,761)
Repurchase of warrants............ooovvviviiiiriiii s - (2,631) -
Issuance of Common StoCK......ccoovvviviiiiiiiiiiii et 24 - -
Repurchase of Common Stock.........covviiviiiiiiiiiiiiinn. (185) (16,522) -
Proceeds on notes receivable from Common Stock sales...... 21 - -
Net cash provided by (used in) financing activities.......... (13,261) (8,970) 4,954
Net increase in cash and cash equivalents.....coovvevinenennes 35,028 1,401 35,420
Cash and cash equivalents - Beginning of Year................. 67,832 66,431 31,011
Cash and cash equivalents - End of Year....coccovveerinanes $ 102,860 $ 67,832 $ 66,431

See accompanying Notes to Financial Statements
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Hawaiian Airlines, Inc.
Statements of Cash Flows (in thousands)
For the Years ended December 31, 2001, 2000, and 1999

2001 2000 1999

Supplemental Cash Flow Information:

Interest Paid.........ovriiieiiiiiiii e $ 3,237 $ 1,273 $ 3,197

Income taxes paid.......cooiiiiiiiiiiiin i - 332 163
Supplemental Schedule of Noncash Activities:

Minimum pension liability adjustment......................... (41,501) (10,099) 4,506

Property and equipment financed

through capital lease............coovviiiiiiiiii e, 3,172 - 350

See accompanying Notes to Financial Statements
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HAWAITAN AIRLINES, INC.

NOTES TC FINANCIAL STATEMENTS

1. BUSINESS AND ORGANIZATION

Hawaiian Airlines, Inc. ("Hawaiian" or the "Company") was incorporated in January 1929 under the laws of the
Territory of Hawaii and, based on operating revenues, is the largest airline headquartered in Hawaii. The Company
is engaged primarily in the scheduled transportation of passengers, cargo and mail. The Company's passenger airline
business is its chief source of revenue.

The Company provides daily passenger and cargo service from Hawaii, principally Honolulu to Las Vegas, Nevada
and the five key United States ("U.S.") West Coast gateway cities of Los Angeles, San Diego and San Francisco,
California, Seattle, Washington and Portland, Oregon ("transpacific"). The Company also provides daily service
among the six major islands of the State of Hawaii ("interisland"), and weekly service to each of Pago Pago,
American Samoa and Papeete, Tahiti in the South Pacific (“south pacific”). Charter service is provided from
Honolulu to Las Vegas and Anchorage, Alaska ("overseas charter”). The Company provided overseas charter
service from Los Angeles to Papeete for Renaissance Cruises, Inc. until September 25, 2001, when Renaissance
Cruises, Inc. filed for Chapter 11 bankruptcy protection and ceased cruise operations.

During 2001, the Company transitioned from a fleet of DC-9-50 aircraft to a fleet of Boeing 717-200 aircraft for its
interisland routes. The Company operates DC-10 aircraft on its transpacific, south pacific and overseas charter
routes. In the third quarter of 2001 and March of 2002, the Company took delivery of the first five of sixteen Boeing
767-300ER aircraft which will replace the DC-10 aircraft on the transpacific, south pacific and overseas charter
routes. Revenue service on the Boeing 767-300ER aircraft began in November 2001.

2. ATR TRANSPORTATION SAFETY AND SYSTEM STABILIZATION ACT

On September 22, 2001, President Bush signed into law the Air Transportation Safety and System Stabilization Act
("the Stabilization Act"), which, for all U.S. airlines and air cargo carriers (collectively, air carriers), provides for,
among other things: (i) $5 billion in compensation for direct losses (including lost revenues) incurred as a result of
the federal ground stop order and for incremental losses incurred through December 31, 2001 as a direct result of the
attacks; (ii) subject to certain conditions, the availability of up to $10 billion in federal government guarantees of
certain loans made to air carriers for which credit is not reasonably available as determined by a newly established
Air Transportation Stabilization Board; (iii) the authority of the Secretary of Transportation to reimburse air carriers
{which authority expires 180 days after the enactment of the Stabilization Act) for the increase in the cost of war risk
insurance coverage for the first 30 days of reinstated coverage over the premium in effect prior to September 10,
2001; (iv) at the discretion of the Secretary of Transportation, a $100 million limit on the liability of any air carrier
to third parties with respect to acts of terrorism committed on or to such air carrier during the 180-day period
following the enactment of the Stabilization Act; and (v) the extension of the due date for the payment by air carriers
of certain excise taxes and payroll taxes until January 2002.

Under the Stabilization Act, each air carrier is entitled to receive the lesser of (i) its direct and incremental losses for
the period September 11, 2001 to December 31, 2001 or (ii) its available seat mile allocation of the $5 billion
compensation available under the Act. As of December 31, 2001, the Company received $24.9 million from the U.S.
Government under the Stabilization Act and anticipates receiving an additional $5.9 million in early 2002. In
addition, subject to federal guidelines, the Stabilization Act includes federal loan guarantees for airlines for which
the Company expects to be eligible to apply. As of December 31, 2001, the Company recognized $30.8 million as a
special credit to operating expenses for the estimated allocation of proceeds from the federal government under the
Stabilization Act.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
CASH AND CASH EQUIVALENTS

The Company considers all investments purchased with an original maturity of three months or less to be cash
equivalents.

RESTRICTED CASH

As of December 31, 2001, approximately $26.9 million of cash was restricted as to withdrawal and is classified as
restricted cash in the accompanying balance sheets. Restricted cash of $26.3 million serves as collateral to support
a credit card holdback for advance ticket sales which funds are made available as air travel is provided. The
remaining $0.6 million serves as collateral for outstanding letters of credit in the same amount.

INVENTORIES

Inventories consists primarily of expendable parts for flight equipment and supplies which are stated at average cost,
less an allowance for obsolescence.

PROPERTY AND EQUIPMENT

Owned property and equipment are stated at cost, except for assets determined to be impaired which are stated at
fair market value. Costs of major improvements are capitalized. Depreciation and amortization are provided on a
straight-line basis over the following estimated useful lives:

Flight equipment. ...t 2-15 years, 15% residual value
Ground equipment. .......c..ccocevane. 5-15 years

Airport terminal facility .......c............ 30 years

Buildings ......ovecevennn. SO 15-20 years

Leasehold improvements. ...........ccccuvvvmmiieicninenn Shorter of lease term or useful life

Maintenance and repairs on B717-200, B767-300 and DC-10 aircraft are charged to operations as incurred, except
that maintenance and repairs under “power by the hour” maintenance contract agreements are accrued on the basis
of hours flown.

Maintenance and repairs on DC-9 aircraft were charged to operations as incurred, except that costs of overhauling
engines were charged to operations in the year the engines were removed for overhaul and scheduled heavy airframe
overhauls and major structural modifications on DC-9 aircraft were recorded under the deferral method whereby the
cost of overhaul was capitalized and amortized over the shorter of the period benefited or the lease term.
Additionally, provisions were made for the estimated cost of scheduled heavy airframe overhauls required to be
performed on leased DC-9 aircraft prior to their return to lessors. Commencing January 1, 2000, due to the
Company's intentions to replace its DC-9 fleet in 2001 and the resultant reduction of DC-9 flight equipment and
related assets to fair market value as of December 31, 1999, heavy airframe overhauls and major structural
modifications on DC-9 aircraft were expensed.

REQORGANIZATION VALUE IN EXCESS OF AMOUNTS ALLOCABLE TO IDENTIFIABLE ASSETS

The Company emerged from Chapter 11 bankruptcy on September 12, 1994 (the "Effective Date") with Hawaiian
Airlines being the sole surviving corporation. Under fresh start reporting, the reorganization value of the entity was
allocated to the Company's assets and liabilities on a basis substantially consistent with the purchase method of
accounting. The portion of reorganization value not attributable to specific tangible or identifiable intangible assets
of the Company is reflected as reorganization value in excess of amounts allocable to identifiable assets ("Excess
Reorganization Value") in the accompanying balance sheets. Excess Reorganization Value is amortized on a
straight-line basis over 20 years. Accumulated amortization at December 31, 2001 and 2000 totaled approximately
322.4 million and $20.1 million, respectively. The estimated income tax benefit from the expected utilization of net
operating loss carryforwards arising prior to the Effective Date has also been applied as a reduction to Excess
Reorganization Value.
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AIR TRAFFIC LIABILITY

Passenger fares are recorded as operating revenues when the transportation is provided. The value of unused
passenger tickets is included as air traffic liability. The Company performs periodic evaluations of this estimated
liability, and any adjustments resulting therefrom, which can be significant, are included in results of operations for
the periods in which the evaluations are completed.

FREQUENT FLYER PROGRAM

The Company sponsors a frequent flyer program and records an estimated liability for the incremental cost
associated with providing the related free transportation during the period a free travel award is earned. Incremental
costs primarily include fuel and catering.

Hawaiian recognizes a liability in the period in which members have accumulated sufficient mileage points under its
HawaiianMiles frequent flyer program to qualify for award redemption. The liability is adjusted based on net
mileage earned and utilized for award redemption on a monthly basis. The incremental cost method is used,
computed primarily on the basis of fuel and catering costs, exclusive of any overhead or profit margin. In estimating
the amount of such incremental costs to be accrued in the liability for potential future HawaiianMiles free travel, a
current average cost per award mile is determined. Incremental fuel expended per passenger is based on engineering
formulas to determine the quantity used for the weight of each added passenger and baggage. Such incremental
quantity of fuel is priced at current levels. Catering is based on average cost data per passenger for the most recent
12-month period.

The Company also sells mileage credits to participating partners such as hotels, car rental agencies and credit card
companies. During 1999, the Company changed the method it uses to account for the sale of these mileage credits in
accordance with the Securities and Exchange Commission's Staff Accounting Bulletin No. 101, "Revenue
Recognition in Financial Statements". Under the new accounting method, revenue from the sale of mileage credits is
deferred and recognized when transportation is provided. Previously, the resulting revenue was recorded in the
period in which the credits were sold. The Company believes the new method is preferable as it results in a better
matching of revenues with the period in which services are provided. This change, applied retroactively to January
1, 1999, totaled approximately $772,000, net of income tax benefit of approximately $515,000 and is reflected as a
cumulative effect of change in accounting principle in the accompanying statements of operations. This change also
increased the Company's net loss for the year ended December 31, 1999 by $1.0 million, pre-tax. The amounts
resulting from the change being applied retroactively to January 1, 1998 and 1997 were not material.

DERIVATIVE FINANCIAL INSTRUMENTS

The Company utilizes heating oil forward contracts to manage market risks and hedge its financial exposure to
fluctuations in its aircraft fuel costs. The Company employs a strategy whereby heating oil contracts may be used to
hedge up to 50% of Hawalian's anticipated aircraft fuel needs. At December 31, 2001, the Company held forward
contracts to purchase barrels of heating oil in the aggregate amount of $22.9 million through January 2003.

As of January 1, 2001, the Company adopted Financial Accounting Standards Board Statement of Financial
Accounting Standards (SFAS) No. 133, "Accounting for Derivative Instruments and Hedging Activities,” which
establishes accounting and reporting standards for derivative instruments and hedging activities. SFAS No. 133
requires an entity to recognize all derivatives as either assets or liabilities in the statement of financial position and
measure those instruments at fair value. The Company measures fair value of its derivatives based on quoted market
prices. Derivatives that are not hedges must be adjusted to fair value through income. If the derivative is a hedge,
depending on the nature of the hedge, changes in the fair value of the derivatives will be either offset against the
change in the fair value of the hedged assets, liabilities, or firm commitments through earnings or recognized in
other comprehensive income until the hedged item is recognized in earnings. The ineffective portion of a
derivative's change in fair value will be immediately recognized in earnings.

The Company is required to account for its fuel hedging program under SFAS No. 133. For the year ended
December 31, 2001, realized net losses on liquidated contracts of $1.7 million are included as a component of




aircraft fuel cost. Based upon the Company's derivative positions, realized losses of $1.2 million, net of taxes of
30.5 million, and unrealized losses of $3.5 million have been recognized as other comprehensive losses on the
balance sheet as of December 31, 2001 related to hedging instruments included in the assessment of hedge
effectiveness. Hawaiian expects to reclassify losses on derivative instruments from accumulated other
comprehensive losses to operations during the next twelve months when the hedged fuel expenses are recognized. A
realized net gain on liquidated contracts amounting to $11.7 million is included as a component of aircraft fuel cost
for the year ended December 31, 2000.

SALES COMMISSIONS

Commissions from the sale of passenger traffic are recognized as expense when the transportation is provided and
the related revenue is recognized. The amount of sales commissions not yet recognized as expense is included in
prepaid expenses and other current assets in the accompanying balance sheets.

ADVERTISING COSTS

The Company expenses the costs of advertising as incurred. Advertising expense was $6.3 million, $5.3 million and
$5.7 million for the years ended December 31, 2001, 2000 and 1999, respectively.

INCOME TAXES

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are
recognized for future tax consequences attributable to differences between the financial statement carrying amounts
of existing assets and liabilities and their respective tax bases and operating loss and tax credit carryforwards.
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in years
in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and
liabilities of a change in tax rates is recognized in income in the period that includes the enactment date.

STOCK OPTION PLANS

The Company applies the intrinsic value-based method of accounting prescribed by Accounting Principles Board
("APB") No. 25, "Accounting for Stock Issued to Employees,”" in accounting for its fixed stock options. As such,
compensation cost is recorded on the date of grant only if the current market price of the underlying stock exceeds
the exercise price.

EARNINGS (LOSS) PER SHARE

Basic earnings (loss) per share represents income (loss) available to common shareholders divided by the weighted
average number of Common Stock shares outstanding for the period. Diluted earnings per share reflects the potential
dilution that could occur if securities or other contracts to issue Common Stock shares were exercised or converted
into Common Stock shares or resulted in the issuance of Common Stock shares that then shared in the earnings of
the Company. Outstanding rights, warrants and options to purchase shares of the Company's Common Stock are not
included in the computation of diluted earnings per share if inclusion of these rights, warrants and options is
antidilutive. Options and warrants to purchase approximately 1.3 million, 2.5 million, and 1.4 million shares of
Common Stock in 2001, 2000, and 1999, respectively, were outstanding, but not included in the computation of
diluted earnings per share as inclusion of these options and warrants would be antidilutive. See Note 9.

USE OF ESTIMATES IN THE PREPARATION OF FINANCIAL STATEMENTS
The preparation of financial statements in conformity with accounting principles generally accepted in the United

States requires management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ significantly from those estimates.

Material estimates that are particularly susceptible to significant change relate to the determination of asset
impairment, air traffic liability, frequent flyer liability and the amounts reported for accumulated pension and other




postretirement benefit obligations. Management believes that such estimates have been appropriately established in
accordance with accounting principles generally accepted in the United States.

SEGMENT INFORMATION

Principally all operations of the Company either originate or end in the State of Hawaii. The management of such
operations is based on a system-wide approach due to the interdependence of the Company’s route structure in its
various markets. The Company operates as a matrix form of organization as it has overlapping sets of components
for which managers are held responsible. Managers report to the Company's chief operating decision-maker on both
the Company's geographic components and the Company's product and service components, resulting in the
components based on products and services constituting one operating segment. As the Company offers only one
service (1.e., air transportation), management has concluded that it has only one segment.

RECLASSIFICATIONS

Certain prior year amounts were reclassified to conform to the 2001 presentation. Such reclassifications had no
effect on previously reported financial condition and/or results of operations.

NEW ACCOUNTING PRONOUNCEMENTS

In June 2001, the Financial Accounting Standards Board issued Statements of Financial Accounting Standards No.
141, “Business Combinations”, and No. 142, “Goodwill and Other Intangible Assets”, effective for fiscal years
beginning after December 15, 2001. Under the new rules, goodwill and intangible assets deemed to have indefinite
lives will no longer be amortized but will be subject to annual impairment tests in accordance with the Statements.
Other intangible assets will continue to be amortized over their useful lives.

The Company will apply the new rules on accounting for goodwill and other intangible assets deemed to have
indefinite lives beginning in the first quarter of 2002 and will perform the required impairment tests of goodwill and
indefinite lived intangible assets as of January 1, 2002. The Company has not yet determined what the effect of these
tests will be on its net earnings and financial position. Application of the non-amortization provisions of the
Statement is expected to result in an increase in net earnings of $2.3 million per year.

4. FINANCIAL INSTRUMENTS AND FAIR VALUES

The carrying amounts of cash and cash equivalents, accounts receivable, accounts payable and other accrued
liabilities approximate fair value due to the short maturity of those instruments. The carrying amount of notes
receivable from Common Stock sales approximates fair value as the terms of such instruments are reflective of

terms offered for similar instruments of comparable maturities.

The estimated fair value of our long-term debt at December 31, 2001 was as follows, in thousands:

Carrying Value Fair Value

Secured notes payable through 2006.............. $ 4,527 % 4,487
Floating rate notes..........cveveevvineneniuieeneanns 2,509 2,509
Other.. oo e 106 106

The fair values of the secured notes payable were estimated based on the discounted future cash flows using our
current incremental rate of borrowing for a similar liability. All other debt carrying values was estimated to be their
fair value.
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5. FLIGHT EQUIPMENT

At December 31, 2001 and 2000, the Company's aircraft fleet in service was as follows:

2001 2000
Aircraft Type Leased Owned Leased Owned
B-767 3 - - -
B-717 13 - - -
DC-10 15 - 13 2
DC-9 - - 6 9
Total 31 - 19 11

The fleet of 15 McDonnell Douglas DC-9-50 aircraft, previously utilized by the Company on its interisland routes,
has been replaced by the B717 aircraft and retired from service. Fourteen of the DC-9-50 aircraft have been placed
for storage with Avtel Services in Mojave, California, pending negotiations for return to lessors or sale. Two of
these aircraft have been returned to the respective lessors, by way of lease terminations, but are still parked at Avtel
Services under Hawaiian's agreement with Avtel Services. One DC-9-50 aircraft remains in Honolulu.

6. LEASES

ATRCRAFT LEASES

BOEING 767-300ER AIRCRAFT. The Company has executed lease agreements for 16 Boeing 767-300ER aircraft,
including three new Boeing 767-300ER aircraft under 15-year operating leases with Ansett Worldwide Aviation that
were delivered in the fourth quarter of 2001. The first two of four Boeing 767-300ER aircraft under seven-year
operating leases with International Lease Finance Corporation were received in March 2002, and the remaining two
are scheduled to be delivered during the first half of 2002. Nine new Boeing 767-300ER aircraft under 18-year
lease financing arranged through Boeing Capital Corporation and Ansett Worldwide Aviation are scheduled to be
delivered during the second half of 2002 and the first half of 2003. On November 6, 2001, the FAA granted the
Company’s application for extended-range twin-engine operations certification for Boeing 767-300ER aircraft. The
Boeing 767-300ER aircraft have been introduced in the Company’s transpacific routes.

BOEING 717-200 AIRCRAFT. During 2001, the Company took delivery of and introduced into service on its
interisland routes 13 new Boeing 717-200 aircraft, all under 15-year leveraged lease financing provided by Boeing
affiliates. These aircraft replaced the DC-9-50 fleet previously utilized on the interisland routes.

DC-10 AIRCRAFT. The DC-10 aircraft are utilized in the Company’s transpacific and south pacific routes. Of the
15 DC-10 aircraft, 10 are leased from American Airlines on long-term operating leases expiring at various times in
2002 and the first half of 2003. One of the 10 DC-10 aircraft was returned to American Airlines in January 2002 and
another in March 2002. Three DC-10-30 aircraft were leased from Continental Airlines, two of which were returned
n January 2002 and the remaining aircraft is on a lease which expires in May 2002. In January 2001, the Company
completed sale-leaseback transactions on the remaining two DC-10 aircraft with BCI Aircraft Leasing, Inc. and will
continue to utilize the two aircraft under operating leases expiring in early 2004. As of December 31, 2000, $7.6
million was recognized as a loss on assets held for sale to reduce the book value of these aircraft to net realizable
value; the net realizable value of these aircraft of $12.8 million was included as assets held for sale on the
Company's balance sheet; and the balance of the notes payable secured by the two aircraft of $7.1 million was
classified as current portion of long-term debt on the Company's balance sheet. Upon closing of the transaction in
January 2001, proceeds from the sale of the aircraft were used to pay off the notes.

Lease rent for all aircraft has been expensed under the straight-line method.
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OTHER LEASES

The Company leases office space for its headquarters, airport facilities, ticket offices and certain ground equipment
in varying terms through 2013.

GENERAL

Rent expense for aircraft, office space, real property and other equipment during 2001, 2000, and 1999 was $53.2
million, $30.4 million, and $26.9 million, respectively, net of sublease rental income.

Scheduled future minimum lease commitments under operating and capital leases for the Company as of December
31, 2001, in thousands, are as follows:

Operating Capital

Leases Leases

2002, e $ 80,779 $ 1,889
2003, 66,210 1,289
2004 . i 65,175 1,103
2005, e e 57,935 484
2006, 0 e 57,935 242
Thereafter......ooviiviiiiii i 560,343 1,079

Total minimum lease payments............... $ 888,377 $ 6,086

Less amount representing interest

(rates ranging from 7.75% to 11.12%)... 1,262

Present value of capital lease

obligations.........oooiiiiiiiii 4,824

Less current portion of capital lease

Obligations. .......oeei i 1,516

Capital lease obligations, excluding

CUTTENE POTHOM. ... vvveerivreerirnaensaeeesnenss $ 3,308

The above table does not include the minimum payments resulting from leasing the 13 767-300ER aircraft which are
scheduled to be delivered during 2002 and 2003. Additionally, the minimum lease payments for 2002 includes $20
million for advance rents paid prior to December 31, 2001 related to B717 operating leases.

The net book value of property held under capital leases as of December 31, 2001 and 2000 totaled $4.3 million and
$2.1 million, respectively. Amortization of property held under capital leases is included in depreciation and
amortization expense in the accompanying statements of operations.

F-15




7. DEBT

At December 31, 2001 and 2000, the Company's long-term debt consisted of the following, in thousands:

2001 2000
Secured obligations due 2002-2006...............coeivenennnnns $ 7,142 $ 41,273
Current POrtion..........ovuiivveiiiiiii e (5,469) (30,510)
Long-term debt obligations, excluding current portion .... § 1,673 $ 10,763

Secured obligations due 2002-2006 are as follows:

(1

2

3

A promissory note executed in 1999 for the acquisition of a used DC-9-50 aircraft. The note is secured by first
priority liens on the aircraft and other collateral as described in the security agreement. The note is due in 2005
and is payable in monthly installments of principal and interest ranging from $70,000 to $61,857. Interest
accrues at 9.95% per annum. At December 31, 2001 and 2000, $2.2 million and $2.8 million was outstanding,
respectively.

On January 10, 2002, the Company received a notice of acceleration from the lender. The lender claims that a
default exists under the loan because of a late payment made by the Company two days after the applicable cure
period. In addition to making the late payment of $70,000, the Company has continued to make its monthly
payments of $70,000 under the loan. The loan has been classified as a current obligation for financial statement
purposes as of December 31, 2001.

A promissory note executed in 1998 for the acquisition of a used DC-9-50 aircraft. The note is secured by first
priority liens on the aircraft, other collateral as described in the security agreement and a $1.0 million letter of
credit issued under the Credit Facility defined below. The note is due in 2005 and is payable in monthly
installments of principal and interest ranging from $78,039 to $34,677. Interest accrues at 8.95% per annum. At
December 31, 2001 and 2000, $ 2.3 million and $3.0 million was outstanding, respectively.

The Company maintains a Credit Facility with CIT Group/Business Credit, Inc. (the "Credit Facility"). Interest
accrues at prime (4.75% at December 31, 2001) plus 2.0%. At December 31, 2001, aggregate loans and letters
of credit outstanding under the Credit Facility were $2.5 million and $1.0 million, respectively. Principal
repayments of approximately $4.6 million were made in the fourth quarter of 2001. The maximum credit under
the facility was reduced from $4.1 million to $2.7 million and the final maturity of this facility has been
extended to April 30, 2002.

The Credit Facility is secured by a first lien on substantially all of the Company's property, excluding the
Company's owned and leased aircraft, the Company's aircraft engines while installed on aircraft and certain
security deposits. In addition, terms of the Credit Facility restrict the Company from paying any cash or stock
dividends on its Common Stock.

The acceleration of the DC-9-50 loan in January 2002 resulted in a cross default under the Company’s Credit
Facility. In addition, the Credit Facility requires the Company to maintain a minimum net worth. The
Company was not in compliance with this financial covenant. The Company notified CIT of the cross default
and default of the financial covenant, which have been waived.
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Maturities of long-term debt for the Company, including those estimated for the Credit Facility, as of December 31,
2001, in thousands, are as follows:

2002.............. $ 5,469
2003............ .. 849
2004.............. 384
2005.............. 419
2006.............. 21
Thereafter....... -

8. IMPAIRMENT LOSS AND RESTRUCTURING CHARGES

Based on an evaluation performed by the Company in 1999, management decided in the fourth quarter of 1999 to
replace the DC-9-50 fleet utilized for its interisland flights within the State of Hawaii with Boeing 717-200s. The
decision was based on the lower maintenance and fuel costs of the Boeing 717-200s. As the Boeing 717-200 aircraft
were placed in service throughout 2001, the DC-9-50 aircraft were retired and will be sold or returned to the lessors.
At December 31, 1999, the carrying value of the DC-9-50 aircraft and related rotables and engines was $58.6
million. The decision to retire the DC-9-50 fleet was considered by management to be an indicator of impairment of
its long-lived assets in accordance with the Financial Accounting Standards Board (the “FASB”) Statement of
Financial Accounting Standards (“SFAS”) No. 121, “Accounting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to be Disposed Of.” As a result thereof, , the Company performed an evaluation to determine, in
accordance with SFAS No. 121, whether future cash flows (undiscounted and without interest charges) expected to
result from the use and eventual disposition of these aircraft would be less than the aggregate carrying amounts of
these aircraft and the related assets. As a result of the evaluation, management determined that the estimated future
cash flows expected to be generated by these aircraft would be less than their carrying amount, and therefore these
aircraft were impaired as defined by SFAS No. 121. Consequently, the original cost basis of the DC-9-50 aircraft
and related items which were owned or leased under capital leases by the Company was reduced to reflect their fair
market value of $11.6 million as of December 31, 1999. In determining the fair market value of these assets, the
Company considered recent transactions involving sales of similar aircraft and market trends in aircraft dispositions.
The evaluation performed under the guidelines of SFAS No. 121 resulted in a $47.0 million pre-tax, non-cash
impairment loss being recorded in fourth quarter 1999. The loss is recorded as an impairment loss under operating
expenses in the Statement of Operations.

The Company also recorded a $14.9 million pre-tax restructuring charge in 2000, of which $6.8 million was related
to estimated costs to comply with the return condition provisions and early termination provisions of the five DC-9-
50 aircraft under operating leases, and $8.1 million was related to reducing the DC-9-50 expendable inventory to fair
market value as of December 31, 2000. During the year ended December 31, 2001, the Company recorded a $3.6
million credit to restructuring charges related to a change in estimate on the return condition provisions and early
termination provisions of the five DC-9-50 aircraft under operating leases. The change in estimate is based on
renegotiation of the return provisions with the respective lessors which continued through 2001. Estimated return
condition provisions and early termination provisions for DC-9-50 aircraft, including amounts related to the
aforementioned charge, are included in the Company’s balance sheet as other accrued liabilities in current liabilities
and amounted to $4.0 million and $10.3 million as of December 31, 2001 and 2000, respectively.

In addition, during 2001, the Company completed an impairment analysis of its DC-10 fleet which did not result in
any additional impairment charges.

F-17




9. INCOME TAXES

Income tax expense is based on an estimated annual effective tax rate, which differs from the federal statutory rate
of 35% in 2001, 2000 and 1999, primarily due to state income taxes and certain nondeductible expenses. The
Company's reorganization and the associated implementation of fresh start reporting gave rise to significant items of
expense for financial reporting purposes that are not deductible for income tax purposes.

2001 2000 1999
Deferred taxes
Federal..........ocoooiiociiiiiiiic e, § 9,762 $ 5,095 $ (9,249)
SALE...ooiviieirii e s 1,474 1,195 (2,169)
11,236 6,290 (11,418)
Current payable
Federal........ocoooceimiiie e, 1,683 - -
SHaLE. .o 851 - -
2,534 - -
Provision (benetit) for income taxes................ $ 13,770 $ 6,290 $ (11,418)

The estimated income tax benefit from the expected utilization of net operating loss carryforwards arising prior to
the Effective Date has been, and will continue to be, applied as a reduction to Excess Reorganization Value, not as a
reduction to income tax expense. While accounting principles generally accepted in the United States require that a
provision for income tax be recorded, a majority of the provision for 2001 and 2000 did not require cash outlay as it
was offset by net operating loss carryforwards available to the Company. In 2001 and 1999, approximately $1.0
million and $1.3 million, respectively, of estimated income tax benefit from the expected utilization of these net
operating loss carryforwards has been applied as a reduction to Excess Reorganization Value.

Income tax expense in 2001, 2000, and 1999 differs from the "expected" tax expense (benefit) for that year
computed by applying the respective year's U.S. federal corporate income tax rate to income (loss) before income
taxes and cumulative effect of change in accounting principle as follows:

2001 2000 1999
Computed "expected" tax expense (benefit).............cocoe.. $ 6,594 $ (4314 $ (13,969)
Amortization of Excess Reorganization Value.................. 807 807 983
State income taxes, net of federal income
taX Benefit......cocvveiieriiiii e 1,067 (478) (2,096)
Change in deferred tax valuation allowance....................... 5,331 10,579 3,569
ONeT .o (29) (304) 95

$ 13,770 $ 6,290 $ (11,418)
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The tax effects of temporary differences that give rise to significant portions of the Company's deferred tax assets
and deferred tax liabilities at December 31, 2001 and 2000 are presented below, in thousands:

2001 2000
Deferred tax assets: '
Net operating 1oss carryforwards...........ccovevvveriinniciinainann $ 5,381 $ 11,976
IMPairment 108S. . ..vuvuiiniiire e 3,429 22,199
Accumulated pension and other
postretirement benefit obligations...............ococvininininn. 26,980 5,846
SECHION 467 TENL. ... ittt it et 2,696 -
ACCTUEd VACAION. ... ittt it 3,878 3,372
Airframe return provision............oveviiieiiiiiiinini e 2,060 6,151
EXCISE tAX. ... eiveeneriireirienieiennniinns J T 5,360 '
MEIEET COSLS. . iieierrereieieee it eeesaeeeeeeeeerereeisenn e anaes 1,280
Unrealized loss on hedge...........c.coviiiiiciiinn 1,416
Accounts receivable, principally due to
allowance for doubtful accounts............cooevviviiiiininnenn.n. 522 200
Alternative minimum tax credite.....oovviriviinieniiiinninnn. 2,352 758
O e e 7,553 5,945
Total gross deferred tax assets...........covevvviieininnnn. 62,907 56,447
Less valuation allowance allocated to
pre-reorganization deferred tax assets..................... (12,289) (13,255)
50,618 43,192
Less valuation allowance allocated to
post-reorganization deferred tax assets........ovevvvunin. (41,762) (15,341)
Net deferred taxX @SSelS. . ..vviivivireiiiiiiieriiiiieeeinens 8,856 27,851
Deferred tax liabilities:
Plant and equipment, principally due to
differences in depreciation..............coooviiiviiii i, (2,952) (12,141)
Total deferred tax liabilities.............ccoovviivviieinnne. (2,952) (12,141)
Net deferred tAXES. . ..vviriiniteinie it iereeieeeeaennnss $ 5,904 $ 15,710

As of December 31, 2001, the Company had net deferred tax assets aggregating $5.9 million, based on gross
deferred tax assets of $62.9 million less a valuation allowance of $54.1 million and deferred tax liabilities of $2.9
million. The valuation allowance for deferred tax assets as of December 31, 2001, 2000, and 1999 was $54.1
million, $28.6 million, and $18.0 million, respectively.

The net change in the total valuation allowance was an increase of $25.5 million and $10.6 million for the years
ended December 31, 2001 and 2000, respectively, and a decrease of $6.5 million for the year ended December 31,
1999. For 2001, a component of deferred tax assets was increased, along with an equal amount of increase in the
valuation allowance, due to other comprehensive losses. Any reduction to the pre-reorganization valuation
allowance presented above will result in a reduction of Excess Reorganization Value.

Utilization of the Company's deferred tax assets is predicated on the Company being profitable in future years. In
assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is
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dependent upon the generation of future taxable income during the periods in which those temporary differences
become deductible. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable
income and tax planning sirategies in making this assessment. The Company will continually assess the adequacy of
its financial performance in determination of its valuation allowance which, should there be an adjustment required,
may result in a positive effect on the Company's income tax provision. An adjustment was made to the deferred tax
assets in 2001, which resulted in a negative impact on the Company’s income tax provision.

The Company underwent an ownership change in January 1996, as defined under Section 382 of the Internal
Revenue Code ("IRC Section 382"). IRC Section 382 places an annual limitation on the amount of income that can
be offset by net operating loss carryforwards generated in pre-ownership change years. The ownership change
resulted in an IRC Section 382 limitation of approximately $1.7 million plus certain "built-in" income items. This
new limitation applies to all net operating losses incurred prior to the ownership change. As of December 31, 2001,
the Company has total net operating loss carryovers of approximately $13.4 million to offset future taxable income.
If not utilized to offset future taxable income, the net operating loss carryforwards will expire between the years
2003 and 2009. Utilization of approximately $1.4 million of net operating loss carryforwards will first result in a
$0.4 million reduction of deferred tax assets. Utilization of the remaining $12 million of net operating loss
carryforwards will result in a $5 million reduction in Excess Reorganization Value.

10. BENEFIT PLANS
DEFINED BENEFIT PENSION PLANS

The Company sponsors three defined benefit pension plans covering its Air Line Pilots Association, International,
International Association of Machinists and Aerospace Workers (AFL-CIO) and other personnel (salaried, Transport
Workers Union, Employees of the Communications Section). The plans for the IAM and other employees were
frozen effective Octaber 1, 1993. As a result of the freeze, there will be no further benefit accruals. The pilots plan is
funded based on minimum Employee Retirement Income Security Act of 1974 (ERISA) requirements, but not less
than the normal cost plus the 20-year funding of the past service liability. Funding for the ground personnel plans is
based on minimum (ERISA) requirements. Plan assets consist primarily of common stocks, government and
convertible securities, insurance contract deposits and cash management and mutual funds.

In addition to providing pension benefits, the Company sponsors two unfunded defined benefit postretirement
medical and life insurance plans. Employees in the Company's pilot group are eligible for certain medical, dental
and life insurance benefits under one plan if they become disabled or reach normal retirement age while working for
the Company. Employees in the Company's non-pilot group are eligible for certain medical benefits under another
plan if they meet specified age and service requirements at the time of retirement.
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The following tables summarize changes to benefit obligations, plan assets, funded status and amounts included in
the accompanying balance sheets as of December 31, 2001 and 2000, in thousands:

Pension Benefits Other Benefits

Change in benefit obligation 2001 2000 2001 2000
Benefit obligation at beginning of year................... $205,441 $182,573 $ 16,406 $ 14,548
NS A (e L S 6,166 4,400 973 739
| FS1E) (= A 1) SO 15,296 13,626 1,213 1,076
AMENAMENTS, ...ttt reear e - - 1,588 506
Actuarial (gain) 108S.......ccoooviiiiiiiiiniii e, 10,268 14,320 2,207 183
Benefits paid........cccoiiiiiiiiiinnn s (10,014) (9,478) (733) (646)
Benefit obligation at end of year...............cocovenvniin 227,157 205,441 . 21,654 16,406
Change in plan assets
Fair value of assets at beginning of year................. 178,723 178,640 - -
Actual return on plan assets.........coeviniiieniineenn (9,796) 1,316 - -
Employer contribution.............coccoevvininnn 5,004 8,245 733 646
Benefits paid...........ocooiiiiiiiii (10,014) (9,478) . (733) (646)
Fair value of assets at end of year.....................ce0s 163,917 178,723 - -
Funded status..........cooiviiiniiiii (63,240) (26,718) (21,654) (16,406)
Unrecognized actuarial net (gain) loss.................... 75,172 39,062 (8,089) (11,061)
Unrecognized prior Service cost........c..co.covivnvennen. - - 1,960 506
Prepaid (accrued) benefit cost at end of year............ $ 11,932 $ 12,344 $ (27,783) $ (26,961)
Amounts recognized in the

accompanying balance sheets
Prepaid benefit COSt....vviiiviiieriiiieiieiienieanaanns $ - $ 19,697 $ - 3 -
Accrued benefit liability..........ccooovviieiniin, (39,668) (17,452) (27,783) (26,961)
Accumulated other comprehensive foss.................. 51,600 10,099 - -
Prepaid (accrued) benefit cost at end of year..........., $ 11,932 $ 12,344 $ (27,783) $ (26,961)
Weighted average assumptions at end of year
DisCoUNt TAB....ocoveviuiiiiniiiiiiiiacriicinaaniiacnns 7.25% 7.5% 7.25% 7.5%
Expected return on plan assets............cc.coovuvinennns 9.0% 9.0% Not applicable Not applicable
Rate of compensation increase..............c..c..cooenen, Various * Various * Not applicable Not applicable

* Compensation for pilots was assumed to increase 9.8% in 2002, 3.5% in 2003, 4.5% in 2004 and after. The rate
of compensation increase is not applicable to the frozen plans.

At December 31, 2001, the health care cost trend rate was assumed to increase by 9.0% for 2002 and decrease
gradually to 4.25% over 7 years and remain level thereafter. At December 31, 2000, the health care cost trend rate
was assumed to increase by 7.0% for 2001 and decrease gradually to 4.0% over 6 years and remain level thereafter.

The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for plans with
accumulated benefit obligations in excess of plan assets were $227.2 million, $203.6 million and $163.9 million,
respectively, as of December 31, 2001, and $147.7 million, $128.0 million and $110.5 million, respectively, as of
December 31, 2000. In 2001 and 2000, accumulated benefit obligations were in excess of plan assets (unfunded
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accumulated benefit obligations). The unfunded accumulated benefit obligation is the minimum pension liability
that must be recognized on the balance sheet in accordance with SFAS No. 87. In addition to net pension liabilities
already recorded, the Company recognized an additional amount (minimum pension liability adjustment) necessary
to record the full amount of the minimum pension liability. Pursuant to SFAS No. 87, minimum pension liability
adjustments were recognized through the accumulated other comprehensive loss account which decreased
shareholders’ equity. The net effect of accounting for changes in the Company’s pension plans decreased
shareholders’ equity by $41.5 million and $10.1 million in 2001 and 2000, respectively. In connection with the
Company’s pension liabilities, any decrease in the interest rate used to discount the accumulated benefit obligations
to its present settlement amount will result in increased net pension liabilities and decreased shareholders’ equity.
As of December 31, 2001, a 1% decrease in the discount rate would increase the accumulated benefit obligations by
$23.9 million and correspondingly decrease shareholders’ equity by the same amount.

The following table sets forth the net periodic benefit cost for the years ended December 31, 2001, 2000, and 1999:

Pension Benefits Other Benefits

Components of Net Periodic Benefit Cost 2001 2000 1999 2001 2000 1999
SEIVICE COSE.. v ir it e $ 6,166 $ 4,400 $ 4,172 $ 973 $ 739 $ 730
INEErest COSL...vvnniiiniieie e 15,296 13,626 12,656 1,213 1,075 950
Expected return on plan assets................ (16,802) (15,830) (14,342) - -
Amortization of prior service cost............ - - - 134 - -
Recognized net actuarial (gain) loss.......... 758 - 544 (765) (900) (928)

Net periodic benefit cost.................. $ 5,418 $ 2,196 $ 3,030 $ 1,555 $ 914 $ 752

Assumed health care cost trend rates have a significant impact on the amounts reported for other benefits. A one-
percentage point change in the assumed health care cost trend rates would have the following effects:

1-Percentage- 1-Percentage-
Point Increase Point Decrease
Effect on total of service and interest cost
COMPOIEILS ... veeveriiinrerenreniraeereranrnrnrnaenes $ 323,000 $ (265,000)
Effect on postretirement benefit obligation.............. $ 2,803,000 $  (2,348,000)

OTHER BENEFIT PLANS

The Company sponsors separate deferred compensation plans (401(k)) for its pilots, flight attendants and ground
and salaried personnel. Participating employer cash contributions are not required under the terms of the pilots' plan.
The Company is required to contribute up to 7.0% of defined compensation pursuant to the terms of the flight
attendants' plan. Contributions to the flight attendants' plan are funded currently and totaled approximately $2.1
million, $1.7 million, and $1.4 million in 2001, 2000, and 1999, respectively. The Company is also required to
contribute 4.04% of eligible earnings to the ground and salaried plan for eligible employees as defined by the plan.
Contributions to the ground and salaried 401(k) plan totaled $2.5 million, $2.3 million, and $2.1 million in 2001,
2000, and 1999, regpectively.

11. CAPITAL STOCK, WARRANTS, RIGHTS AND OPTIONS
AUTHORIZED CAPITAL STOCK

As of December 31, 2001 and 2000, the authorized capital stock of the Company consists of 60,000,000 shares of
Common Stock, par value $.01 per share, and 2,000,000 shares of Special Preferred Stock, par value $.01 per share.
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Under the terms of the Credit Facility, the Company is restricted from paying any cash or stock dividends. No
dividends were paid by the Company in 2001 or 2000.

In March 2000, the Company announced that its Board of Directors approved a stock repurchase program
authorizing the Company to repurchase up to 5 million shares of its Common Stock. In August 2000, the Board of
Directors increased the authorization to 10 million shares. Under the approved stock repurchase plan, the Company
may repurchase Common Stock from time to time in the open market and in private transactions. Including the
effect of the repurchase of certain warrants, as of December 31, 2001, 9,333,508 shares of Common Stock had been
repurchased by the Company for approximately $19.3 million. In March 2002, the Board of Directors approved a
stock repurchase program authorizing the repurchase of up to 5 million shares of the Company’s Common Stock
from time to time in the open market or privately negotiated transactions, to be implemented in the event that the
proposed merger is formally terminated. The amount and timing of any repurchases will be subject to a number of
factors, including the "trading practices rules" promulgated under the Securities Exchange Act of 1934, the price and
availability of the Company's stock and general market conditions. See Note 17 — Subsequent Events regarding
discussion of the proposed merger.

SPECIAL PREFERRED STOCK

Four shares of Series B Special Preferred Stock are owned by Airline Investors Partnership, L.P. ("AIP") with such
shares entitling AIP to nominate directors. The Association of Flight Attendants ("AFA"), IAM and ALPA each
hold one share of Series C Special Preferred Stock, Series D Special Preferred Stock and Series E Special Preferred
Stock, respectively, (collectively the "Special Preferred Stock") which entitle each union to nominate one director.
The holders of each series of the Special Preferred Stock are entitled to fill a vacancy on the Board of Directors
caused by the removal, resignation or death of a director nominated by that series if the Board fails to fill such
vacancy within 30 days. AIP has agreed with each of IAM, ALPA and AFA that so long as the right to have a
representative on the Board is in its respective collective bargaining agreement, AIP will vote its shares in favor of
such union's nominee for the Board of Directors. In addition to the rights described above, the Special Preferred
Stock (1) is senior to Common Stock and each series is PARI PASSU with each other with respect to rights on
liquidation, dissolution and winding up and will be entitled to receive $.01 per share, and no more, before any
payments are made to holders of any stock ranking junior to the Special Preferred Stock; (2) has no dividend rights
other than at any time that a dividend is declared and paid on the Common Stock dividends in an amount per share
equal to twice the dividend per share paid on the Common Stock will be paid on the Special Preferred Stock; (3) is
entitled to one vote per share and votes with the Common Stock as a single class on all matters submitted to the
shareholders of the Company; (4) automatically converts into one share of Common Stock upon the transfer of such
share from the person to whom originally issued to any person that is not an affiliate of such person; and (5) does
not have preemptive rights in connection with future issuances of the Company’s capital stock.

SHAREHOLDER RIGHTS PLAN

In December 1994, the Board of Directors of the Company authorized adoption of a shareholder rights plan (the
"Rights Plan") pursuant to which there would be attached to each share of Common Stock of the Company one
preferred stock purchase right (a "PSP Right"). The Rights Plan, as amended, provides that in the event any person
{(with certain exceptions) becomes the beneficial owner of 15.0% or more of the outstanding common shares, each
PSP Right (other than a PSP Right held by the 15.0% shareholder) will be exercisable, on and after the close of
business on the tenth business day following such event, to purchase Hawaiian Airlines Common Stock at 50% of
the market value of such stock. The Rights Plan further provides that if, on or after the occurrence of such event, the
Company is merged into any other corporation or 50.0% or more of the Company's assets or earning power are sold,
each PSP Right (other than a PSP Right held by the 15.0% shareholder) will be exercisable to purchase common
shares of the acquiring corporation at 50% of the market value of such stock. The PSP Rights expire on December 1,
2004 (unless previously triggered) and are subject to redemption by the Company at $0.01 per PSP Right at any time
prior to the first date upon which they become exercisable.

WARRANTS

In January 1996, due to its participation in certain recapitalization efforts of the Company, American's parent
company, AMR Corporation ("AMR"), received, among other things, warrants (the "AMR Warrants") which,
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subject to certain conditions, entitled AMR to purchase up to 1,949,338 shares of the Company's Common Stock at
$1.07 per share, as adjusted pursuant to applicable anti-dilution provisions. One-half of the warrants were
exercisable immediately and the remaining one-half were to become exercisable only if American and the Company
entered into a code sharing arrangement. In July 1997, the Company consummated the code share marketing
agreement with American. All of the warrants became exercisable upon implementation of the code share agreement
with American on March 2, 1998. On June 20, 2000, the Company repurchased from AMR all of the outstanding
warrants for approximately $2.6 million. The 1,949,338 shares associated with the warrants have been counted
toward the 10 million shares of Common Stock that the Company was authorized to repurchase under the stock
repurchase program in 2000. The estimated fair value of the codeshare agreement and the underlying warrants
approximated $2.3 million and has been reflected in the accompanying balance sheets as other assets. The amount
included in other assets is being amortized on a straight-line basis over five years from the implementation date of
the code share agreement.

STOCK COMPENSATION

As part of the collective bargaining agreement negotiated with ALPA in December 2000, the Company agreed to
distribute 1,685,380 shares of its common stock to the individual 401(k) accounts of ALPA pilots in the Company’s
employment during 2001 and 2002. The Company distributed 832,425 shares to Vanguard Group, Inc. as trustee for
the Hawaiian Airlines, Inc. Pilots’ 401(k) Plan between September 2001 and February 2002 for pilots employed
during 2001. The Company recognized compensation expense related to the stock distribution of $2.6 million for
the year ended December 31, 2001.
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STOCK OPTION PLANS

Under the 1994 Stock Option Plan, 600,000 shares of Common Stock were reserved for grants of options to officers
and key employees of the Company. Under the 1996 Stock Incentive Plan, As Amended, 4,500,000 shares of
Common Stock have been reserved for issuance of discretionary grants of options to the Company's employees. The
Company also has a 1996 Nonemployee Director Stock Option Plan under which 500,000 shares of Common Stock
were reserved for issuance and grants of options to nonemployee members of the Board of Directors. Stock options
are granted with an exercise price equal to the Common Stock's fair market value at the date of grant, generally vest
over a period of four years and expire, if not previously exercised, 10 years from the date of grant. Stock option
activity during the periods indicated is as follows:

Weighted
average of
Shares of Common Stock exercise price
Available for Under of shares
options plan under plan
Balance at December 31, 1998 2,977,500 1,495,000 $ 349
Granted
1996 Stock Incentive Plan (200,000) 200,000 2.34
1996 Nonemployee Director Stock
Option Plan (32,000) 32,000 2.31
Forfeited
1996 Stock Incentive Plan 45,000 (45,000) 3.50
1996 Nonemployee Director Stock
Option Plan 25,000 (25,000) 3.69
Balance at December 31, 1999 2,815,500 1,657,000 $ 333
Granted
1996 Stock Incentive Plan (975,000) 975,000 2.63
1996 Nonemployee Director Stock
Option Plan (56,000) 56,000 2.63
Forfeited
1996 Stock Incentive Plan 35,000 (35,000) 3.00
1996 Nonemployee Director Stock
Option Plan 24,000 (24,000) . 3.69
Balance at December 31, 2000 1,843,500 2,629,000 $ 3.05
Granted
1996 Stock Incentive Plan (600,000) 600,000 2.56
Exercised
1994 Stock Option Plan - (15,000) 1.62
Forfeited
1996 Stock Incentive Plan 180,000 (180,000) 2.81
1996 Nonemployee Director Stock
Option Plan 16,000 (16,000) 3.60
Balance at December 31, 2001 1,439,500 3,018,000 $ 2.97
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As of December 31, 2001, vesting requirements and exercise periods under each respective plan are as follows:

Vesting Exercise Period
1994 Stock Option Plan Fully vested Through 2005
1996 Stock Incentive Plan Various from Various from

2002 through 2005 2002 through 2011

1996 Nonemployee Director Fully vested Various from
Stock Option Plan 2002 through 2011

At December 31, 2001, the range of exercise prices and weighted-average remaining contractual lives of outstanding
options was $1.62 to $4.06 and 7.1 years, respectively.

At December 31, 2001, 2000, and 1999, the number of options exercisable was 1,738,000, 1,143,000, and 646,500,
respectively, with weighted-average exercise prices of $3.16, $3.38, and $3.42, respectively.

The Company applies APB Opinion No. 25 in accounting for stock options. Had the Company determined
compensation cost based on the fair value at the grant date of the respective options under SFAS No. 123, the
Company's net income (loss) would have been reduced or increased to the pro forma amounts indicated below:

2001 2000 1999

Net income (loss)

Asreported........oooeiiiiiiii $ 5,069 $ (18,615) $  (29,267)

Pro forma.........ccoovveiiiiiiiiii e $ 4,002 $  (19,475) $  (29,933)
Basic earnings per share

Asreported........coiiiiiiiiiii e $ 0.15 $ (0.48) $ 0.72)

Proforma............ccooeviiiiiiieiiieieeenn, $ 0.12 S (0.51) $ (0.73)
Diluted earnings per share

Asreported...........ooiiiiii e, 3 0.15 $ (0.48) $ (0.72)

Pro fOrma. .. o.oviei i i innceanean $ 012 $ (0.50) $ (0.73)
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The per share weighted-average fair value of stock options granted during 2001, 2000, and 1999 was $1.57, $1.22,
and $1.22, respectively, on the date of grant using a Black Scholes option-pricing model with the following
weighted-average assumptions:

2001 2000 1999
Expected dividend yield...................c...c.... 0.00% 0.00% 0.00%
Expected volatility.......cc.coovieiiniiininiinnnn, 55.00% 34.00% 34.00%
Risk-free interest rate............ccvvvvrernvarennnns 4.95% to 5.19% 5.38% to
541% 6.36%
Expected life.......... SUUUR TP UUUUURTOUURR RO Up to 7 years Up to 7 years Up to 7 years

Pro forma net income (loss) reflects only options granted since December 31, 1995, Therefore, the full impact of
calculating compensation cost for stock options under SFAS No. 123 is not reflected in the pro forma net income
(loss) amounts presented above because compensation cost is reflected over the various options' vesting periods and
compensation cost for options granted prior to January 1, 1997 is not considered.

12. COMMITMENTS AND CONTINGENT LIABILITIES
AIRCRAFT COMMITMENTS

In 2001, the Company entered commitments to take delivery of 16 Boeing 767-300 aircraft, and took delivery of
three in the fourth quarter of 2001. As of December 31, 2001, the Company had commitments for the additional 13
Boeing 767-300 aircraft to be delivered in 2002 and 2003. These aircraft are expected to replace the Company’s
DC-10 aircraft. Future payments for the additional 13 Boeing 767-300 aircraft will approximate $25 million and
$78 million in 2002 and 2003, respectively, and approximately $82.0 million per year for the remainder of the lease
term. In addition to the delivery of the Boeing 767-300 aircraft, Hawaiian will take delivery of two Pratt & Whitney
spare aircraft engines in September 2002 and one in March 2003. Future commitments for these engines are
approximately $0.9 million and $2.1 million in 2002 and 2003 and approximately $2.1 million per year for the
remainder of the lease term.

LITIGATION AND CONTINGENCIES

From time to time, the Company is subject to legal proceedings arising in the normal course of its operations.
Management does not anticipate that the disposition of such proceedings would have a material effect upon the
Company’s financial statements.

LOS ANGELES AIRPORT OPERATING TERMINAL

On December 1, 1985, the Company entered into an interline agreement with other airlines, which agreement was
amended and restated as of September 1, 1989 for, among other things, the sharing of costs, expenses and certain
liabilities related to the acquisition, construction and renovation of certain passenger terminal facilities at the Los
Angeles International Airport ("Facilities"). Current tenants and participating members of LAX Two Corporation
(the "Corporation"), a mutual benefit corporation, are jointly and severally obligated to pay their share of debt
service payments related to Facilities Sublease Revenue Bonds issued to finance the acquisition, construction and
renovation of the Facilities which totaled $111.9 million at completion. The Corporation leases the Facilities from
the Regional Airports Improvement Corporation under a lease agreement. In addition, the Corporation is also
obligated to make annual payments to the city of Los Angeles for charges related to its terminal ground rental. All
leases of the Corporation are accounted for as operating leases with related future commitments as of December 31,
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2001 amounting to approximately $215.3 million. Rent expense relating to these operating leases totaled $4.1
million, $5.6 million, and $4.7 million in 2001, 2000, and 1999, respectively.

Member airlines pay the expenses associated with the Facilities on a prorata share basis calculated primarily upon
their respective numbers of passengers utilizing the Facilities. The Company accounts for its obligation under this
agreement as an operating lease and incurred $800,000, $1,068,000, and $605,000 of rent expense in 2001, 2000,
and 1999, respectively.

UNION CONTRACT NEGOTIATIONS

The majority of Hawaiian's employees are covered by labor agreements with the International Association of
Machinists and Aerospace Workers (AFL-CIO), the Air Line Pilots Association International, the Association of
Flight Attendants, the Transport Workers Union and the Employees of the Communications Section. All contracts,
other than the contract with the seven-member Employees of the Communications Section, were renegotiated in
2001 and Hawaiian is currently in direct negotiations with the Employees of the Communications Section. If an
agreement is not reached in direct negotiations, federally-mandated mediation will occur and could last for an
unspecified period of time. Although the overwhelming majority of labor negotiations in the airline industry are
resolved in mediation, there can be no assurance that the discussions will result in an agreement and ratification. The
time required to negotiate a contract under the Railway Labor Act varies. Therefore, management cannot currently
estimate the time frame or results of these negotiations. Should Hawaiian and the Employees of the Communications
Section be unable to reach an agreement, the Company could be adversely affected.

13. RELATED PARTY TRANSACTIONS

From July 17, 2000 through February 28, 2001, William F. Loftus served as Executive Vice President, Chief
Financial Officer and Treasurer of the Company. During this period, the Company paid Mr. Loftus a base salary of
$152,000. During this same period, the Company paid The Loftus Group, a financial and management consulting
firm of which more than ten percent (10%) is owned by Mr. Loftus, $638,535 in fees for financial consulting
services, plus expenses.

Since May 19, 2000, the Company has invested $3.0 million in certificates of deposit with Liberty Bank, SSB, of
Austin, Texas. Liberty Bank is majority owned by John W. Adams and another individual. John W. Adams is an
employee of the Company, Chairman of the Company’s board of directors and the sole shareholder of AIP General
Partner, Inc., the general partner of Airline Investors Partnership, L.P., which is the majority shareholder of the
Company. Current directors of the Company include Edward Z. Safady and Thomas J. Trzanowski, both of whom
are also employees and/or directors of Liberty Bank, SSB.

On December 19, 2001, the Company executed an Advisory Services Agreement with Smith Management LLC and
John W. Adams, pursuant to which the Company or its successor will pay, upon the completion of the proposed
merger, $4 million in cash to John W. Adams and $1 million in cash, one million shares of Holdco common stock
and Holdco notes with an aggregate principal amount of $2 million to Smith Management. The Advisory Services
Agreement provides that it will be terminated automatically upon the formal termination of the Merger Agreement.
John W. Adams is an affiliate of Smith Management.

14, CONCENTRATION OF BUSINESS RISK

The Company's scheduled service operations are primarily focused on providing air transportation service to, from,
or throughout the Hawaiian Islands. Therefore, the Company's operations, including its ability to collect its
outstanding receivables, are significantly affected by economic conditions in the State of Hawaii and by other
factors affecting the level of tourism in Hawaii. In 2001 and 2000, one particular Hawaii-based wholesaler
constituted approximately 21% and 17% of the Company's total operating revenues, respectively.
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15. SEGMENT INFORMATION

The Company operates as a matrix form of organization and offers only one service (i.e., air transportation),
resulting in management concluding that it operates one industry segment. The Company's principal line of
business, the scheduled and chartered transportation of passengers, constitutes more than 90% of its operating
revenues. The following table delineates scheduled and chartered passenger revenue of the Company, in thousands:

2001 2000 1999
Transpacific $295,391 $ 286,765 $236,234
Interisland 172,584 167,048 ° ‘ 144,131
South Pacific 20,325 21,662 19,886
Overseas Charter 75,632 82,358 46,570
$ 563,932 $ 557,833 $446,821

16. SUBSEQUENT EVENTS

On December 19, 2001, the Company entered into an Agreement and Plan of Merger (the “Merger Agreement”)
among the Company, Aloha Airgroup, Inc. (“Aloha”), TurnWorks Acquisition III, Inc. (“Holdco”) and TumWorks,
Inc. (“TurnWorks”), pursuant to which each of the Company and Aloha has agreed to become a wholly owned
subsidiary of Holdco and the existing shareholders of the Company and Aloha would become, along with
TumWorks, shareholders of Holdco (the “proposed merger™). On February 14, 2002, Holdco and its subsidiaries
filed a Registration Statement on Form S-4 with the Securities and Exchange Commission with respect to the
proposed merger.

When it became clear to the parties that the April 18, 2002 outside date agreed to by the parties in the Merger
Agreement would not be satisfied due to the expected timing of regulatory approvals and reviews and other matters,
TurmWorks requested that the Company extend the outside date. After considering the request, the Company
announced on March 16, 2002 that it had determined not to extend the outside date. The parties conducted
discussions with respect to potential revisions to the Merger Agreement and a potential formal termination of the
Merger Agreement, but no resolution was reached. As the parties have now publicly announced their intentions to
pursue other courses of action, the Company has treated the Merger Agreement as having been effectively
terminated. The Company believes the other parties are taking the same position. In 2001, the Company recognized
$3.2 million in expenses related to the proposed merger.
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17. SUPPLEMENTAL FINANCIAL INFORMATION

During the fourth quarter of 2001, in connection with (i) reviewing the results of the first full year of operating its
new revenue accounting system and performing an extensive year-end analysis of all activity in, and reconciliation
of, its air traffic liability, and (ii) further technical research and analysis of certain international fuel tax credits
recorded during 2001, the Company determined that (i) additional passenger revenue should have been recognized
in each of the first three quarters of 2001 and (ii) the international fuel tax credits should not have been recognized
in the second and third quarters. Previously, in its original Annual Report on Form 10-K for the year ended
December 31, 2001 filed on April 1, 2002, the Company recorded adjustments in the fourth quarter of 2001 to
increase passenger revenue and to accrue additional excise taxes. Subsequently, after further review, the Company
determined it was necessary to restate its interim financial information for the first, second and third quarters to
reflect the impact of such adjustments to its previously reported interim financial information.

Unaudited Quarterly Financial Information (in thousands, except for per share data)

) First Second Third Fourth
: Quarter Quarter Quarter Quarter
2001:
Operating revenues:
As previously reported...........coceiiiiniennnn.. $ 148,045 $ 156,038 $ 166,425 $ 141,074
Adjustment to passenger revenues.............. 4,205 3,257 5,119 (12,581)
As adjusted.........oiiiiiiii 152,250 159,295 171,544 128,493
Operating income (loss):
As previously reported............ 725 - 1,259 14,784 107)
Adjustment to passenger revenues.............. 4,205 3,257 5,119 (12,581)
Adjustment to fuel expense..............coenenin. - (1,959) 660) 2,619
As adjusted..........oooiiiiii 4,930 2,557 19,243 (10,069)
Income (loss) before income taxes:
As previously reported............cooovinininninen 392 5,390 21,901 (8,844)
Adjustment to operating income................. 4,205 1,298 4,459 (9,962)
Adjustment to nonoperating income............ - (3,213) (5,758) 8,971
As adjusted........oooviiiiiiiiii 4,597 3,475 20,602 (9,835)
Net income (loss):
As previously reported..........c.ocoeiiiiiiinini, 216 2,964 12,046 (10,157)
Adjustment to operating income................. 4,205 1,298 4,459 (9,962)
Adjustment to nonoperating income............ - (3,213) (5,758) 8,971
Income tax effect...........coovviiiiiiniiiiinnnn, (1,893) 862 584 447
Asadjusted........coooiiiiiiii $ 2,528 $ 1,911 $ 11,331 $ (10,701)
Net income (loss) per Common Stock share:
As previously reported.............ccoeiininnn. 0.01 0.09 0.35 (0.30)
Adjustments.......ooovvviiiiiiiiiii e, 0.06 (0.03) (0.02) (0.01)
Asadjusted.........oooiiiiiiiii, § 0.07 $ 0.06 $ 0.33 $ (031
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First Second Third Fourth
Quarter Quarter Quarter Quarter
2000:
Operating revenues.........o..vvuvrerernnerrenrennes $ 136,033 $ 154,557 $ 169,901 $ 146,729
Operating income (1088).......ccvververeveennenenen. (4,455) 7,509 1,020 (17,876)
Nonoperating income (eXpense)..........c......... (268) 886 400 459
Net income (108S).......cvverieireeriienreinnenenens (2,598) 4,618 (218) (20,417)
Net income (loss) per Common Stock share:

BaBiC. .ot (0.06) 0.11 0.01) (0.59)
Diluted.......ooooviiii e (0.06) 0.11 (0.01) (0.58)
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The Board of Directors
Hawaiian Airlines, Inc.

We have audited the financial statements of Hawaiian Airlines, Inc. (the “Company”) as of December 31,
2001 and 2000, and for each of the three years in the period ended December 31, 2001, and have issued our
report thereon dated March 25, 2002 (included elsewhere in this Form 10-K). Our audits also included the
financial statement schedule for these related periods listed in item 14(a) (Schedule of Valuation and
Qualifying Accounts) of this Form 10-K. This schedule is the responsibility of the Company’s
management. Our responsibility is to express an opinion on the financial statement schedule based on our
audit. .

In our opinion, the financial statement schedule referred to above, when considered in relation to the basic

financial statements taken as a whole, presents fairly, in all material respects, the information set forth
therein.

/s/ Ernst & Young LLP

Hoholulu, Hawaii
March 25, 2002
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