Edgar Filing: GULFSTREAM INTERNATIONAL GROUP INC - Form S-1/A

GULFSTREAM INTERNATIONAL GROUP INC
Form S-1/A
December 07, 2007



Edgar Filing: GULFSTREAM INTERNATIONAL GROUP INC - Form S-1/A

Table of Contents

As filed with the Securities and Exchange Commission on December 7, 2007
Registration No. 333-144363

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Amendment No. 8
to

Form S-1
REGISTRATION STATEMENT

UNDER
THE SECURITIES ACT OF 1933

Gulfstream International Group, Inc.
(Exact name of registrant as specified in its charter)

Delaware 4512 20-3973956
(State or other jurisdiction of (Primary Standard Industrial (LR.S. Employer
Incorporation or organization) Classification Code Number) Identification No.)

3201 Griffin Road, 4th Floor
Fort Lauderdale, Florida 33312
(954) 985-1500
(Address, including zip code, and telephone number,
including area code, of registrant s principal executive offices)

David F. Hackett
Chief Executive Officer
Gulfstream International Group, Inc.
3201 Griffin Road, 4th Floor
Fort Lauderdale, Florida 33312
(954) 985-1500
(Name, address, including zip code, and telephone number,
including area code, of agent for service)

Table of Contents



Edgar Filing: GULFSTREAM INTERNATIONAL GROUP INC - Form S-1/A

Copies of all correspondence to:

Donald E. Figliulo, Esq. Charles C. Kim, Esq.
C. Brendan Johnson, Esq. Baker & McKenzie LLP
Bryan Cave LLP One Prudential Plaza
161 North Clark, Suite 4300 130 East Randolph Drive
Chicago, Illinois 60601-3206 Chicago, Illinois 60601
(312) 602-5000 (312) 861-8000
(312) 602-5050 (fax) (312) 861-2899 (fax)

Approximate date of commencement of proposed sale to public: As soon as practicable after this registration
statement becomes effective.

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box. o

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission, acting
pursuant to said Section 8(a), may determine.

CALCULATION OF REGISTRATION FEE

Proposed Maximum  Proposed Maximum Amount of

Title of Each Class of Amount Offering Price Aggregate Registration
Securities to be Registered to be Registered per Unit Offering Price(1)(2) Fee(3)
Common stock, par value
$0.01 920,000 $10.00 $920,000 $282.44

(1) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(o) under the Securities
Act of 1933.

(2) Includes shares that may be purchased by the underwriters to cover over-allotments, if any.
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The information in this preliminary prospectus is not complete and may be changed. We may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. This
preliminary prospectus is not an offer to sell these securities and is not soliciting an offer to buy these securities in
any state where the offer or sale is not permitted.

Subject to Completion, dated December 7, 2007.

800,000 Shares

Common Stock

This is an initial public offering of shares of common stock of Gulfstream International Group, Inc. All of the shares
of common stock are being sold by the Company.

Prior to this offering, there has been no public market for our common stock. It is currently estimated that the initial
public offering price per share will be between $8.00 and $10.00. Our common stock has been approved for listing on
the American Stock Exchange under the symbol GIA .

See Risk Factors on page 8 to read about factors you should consider before buying shares of the common
stock.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the accuracy of this prospectus. Any representation to the
contrary is a criminal offense.

Per Share Total

Initial public offering price $ $
Underwriting discount $ $
Proceeds, before expenses, to Gulfstream $ $

To the extent that the underwriters sell more than 800,000 shares of common stock, the underwriters have a 30-day

option to purchase up to an additional 120,000 shares from the Company at the initial public offering price less the
underwriting discount.
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The underwriters are offering the shares on a firm commitment basis and expect to deliver the shares against payment
in New York, New York on , 2007.

Taglich Brothers, Inc.

Prospectus dated , 2007.
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You should rely only on the information contained in this prospectus or to which we have referred you. We have not,
and the underwriters have not, authorized anyone else to provide you with different or additional information. This
prospectus may only be used where it is legal to sell these securities. This prospectus is not an offer to sell or a
solicitation of an offer to buy securities in any circumstances in which the offer or solicitation is unlawful. The
information in this prospectus may only be accurate on the date of this prospectus and is subject to change after such
date.
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus and does not contain all of the
information you should consider before buying shares in this offering. You should read the entire prospectus
carefully, including the sections entitled Risk Factors and Management s Discussion and Analysis of Financial
Condition and Results of Operations and our financial statements and the related notes included elsewhere in this
prospectus, before making an investment decision. Unless indicated otherwise, the information contained in this
prospectus: (i) assumes an offering price of $9.00 per share, which is the midpoint of the expected offering price
range; (ii) reflects a 2-for-1 stock split of our common stock effected in May 2007; (iii) does not reflect any exercise of
outstanding common stock warrants into shares of our common stock, which is described under Description of
Capital Stock Warrants ; (iv) does not reflect any exercise of common stock warrants issuable to designees of the
underwriters in connection with this offering which is described under Description of Capital Stock  Underwriters
Warrants ; and (v) assumes that the underwriters do not exercise their over-allotment option to purchase up to
120,000 additional shares in the offering.

Gulfstream International Group, Inc.

We are a holding company that operates two independent subsidiaries: Gulfstream International Airlines, Inc.
( Gulfstream ) and Gulfstream Training Academy, Inc. (the Academy ).

Gulfstream is a Fort Lauderdale, Florida-based commercial airline currently operating more than 200 scheduled flights
per day, serving eleven destinations in Florida and ten destinations in the Bahamas. Our fleet consists of 27 Beechcraft
1900D, 19-seat, turbo-prop aircraft ( B1900Ds ) and eight Embraer Brasilia EMB-120, 30-seat, turbo-prop aircraft

( EMB-120s ). We operate under a number of cooperative marketing relationships with major airlines through
agreements known as code share agreements. Our primary agreement is with Continental Airlines ( Continental ). We
are also party to code share agreements with United Airlines ( United ), Northwest Airlines ( Northwest ) and Copa
Airlines of Panama. In addition to the daily scheduled flights, Gulfstream also offers frequent charter flights within

our geographic operating region, including flights to Cuba.

The Academy provides flight training services to licensed commercial pilots. The Academy s principal program is our
First Officer Program, which allows participants to receive a Second-In-Command type rating in approximately four
months. Having a Second-In-Command type rating allows pilots to fly as first officers on commercial flights.
Following receipt of this rating, pilots typically spend up to 250 hours flying as a first officer at Gulfstream. By
attending the Academy, pilots are able to enhance their ability to secure a permanent position with a commercial
airline. The Academy s graduates are typically hired by various regional airlines, including Gulfstream. In 2006, 78
students entered the First Officer Program.

Our business started with the formation of Gulfstream in 1988. Gulfstream began as an airline offering on-demand
charter service. In 1990, Gulfstream initiated scheduled commercial service by offering flights from Miami to several
locations in the Bahamas. Following the introduction of turbo-prop air service in 1994, Gulfstream signed several
code share agreements with major carriers, including one with Continental, which is our principal alliance partner.

In December 2005, the Company was formed by a group of investors to acquire Gulfstream and the Academy. In
March 2006, we acquired approximately 89% of G-Air Holding, Inc. ( G-Air ), which owned approximately 95% of
Gulfstream at that time, and 100% of the Academy, which held the remaining 5% of Gulfstream. We subsequently
acquired the remaining shares of G-Air. Prior to our acquisition of Gulfstream, Continental Airlines assisted
Gulfstream from time to time with financial transactions and aircraft acquisitions, and today holds a warrant to
purchase 10% of Gulfstream s outstanding shares.

Table of Contents 9
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For our fiscal year ended December 31, 2006, our pro forma revenue and net income were $105.1 million and

$1.0 million, respectively. Airline passenger revenue accounted for approximately 94% of our revenue for this period.
For the nine months ended September 30, 2007, our pro forma revenue and net income were $86.7 million and

$1.9 million, respectively. Pro forma revenue and net income for the nine month period ended September 30, 2007 are
not indicative of our full-year operations because our full-year operations are

1
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impacted by seasonality fluctuations. Our strongest seasonal period is from February to June. Revenue and net income
amounts for 2006 are derived from our pro forma financial data as set forth in Unaudited Pro Forma Financial
Statements.

Our Competitive Strengths
We attribute our success to the following competitive strengths:

Long-standing code share agreements with multiple major airlines. Gulfstream has long-standing code share
agreements with Continental, United and Northwest. We believe that utilizing such agreements enhances our
ability to generate revenue from both local and connecting traffic. We also believe that through our alliances,
we are able to control costs by contracting for reservations, ground handling and other services at lower costs.

Well positioned in the Bahamas market. We are a leading carrier to the Bahamas and serve more destinations
in the Bahamas than any other U.S. airline. We believe that our focus on the Bahamian market allows us to
identify new market opportunities and develop those opportunities more efficiently than new market entrants.

Diverse route network and utilization of small aircraft. We have connecting hubs in several key Florida cities,
which enable us to establish multiple flight crew and maintenance bases that reduce costs and enhance
reliability. In addition, our mix of 19-seat and 30-seat aircraft and mix of business and leisure passengers
enhances our ability to align aircraft capacity with market demand, while maintaining our ability to provide
competitive flight frequencies.

We offer reliable, quality service. We are consistently among the highest-ranked regional airlines in the U.S. in
terms of reliability and have received the FAA s highest level of recognition for maintenance training, the
Diamond Award, for seven consecutive years.

The Academy has a unique first officer program. We believe the Academy has established a strong reputation
for quality instruction. In addition, the Academy provides Gulfstream with a reliable and cost-effective source
of first officers and pilots.

Our Strategy

Our business strategy is to utilize small-capacity aircraft to target markets that are unserved or underserved by
competing airlines. Small capacity aircraft allow for lower costs per flight, and enable us to operate profitably with
fewer passengers per flight than airlines operating larger equipment.

Utilize turboprop aircraft to selectively expand the number of markets we serve. We use 19- and 30-passenger
turboprop aircraft that have substantially lower acquisition costs and operating costs and offer greater
operational flexibility than other types of commercial aircraft. We intend to profitably grow our route system
by adding unserved or underserved short haul city pairs with low passenger volume utilizing this type of
aircraft. We are actively seeking opportunities to grow by adding new routes, aircraft, alliance partners, or by
acquiring other regional airlines. These opportunities will likely include operating in areas away from our
current Florida base.

Use of code share agreements. By having code share agreements with multiple major airlines and other
airlines, we are able to increase our revenue per flight by accessing several sources of connecting passengers
relative to what would be available within a single code share partnership arrangement. Our code share
agreements also provide the opportunity to contract for services at lower costs, as well as to gain access to
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airport and other facilities, relative to what we would be able to do independently.

Increase enrollment at the Academy. We seek to increase enrollment at the Academy through implementation
of various marketing initiatives, including increasing cooperation with other regional airlines and primary
flight training centers, developing closer integration with accredited higher education institutions offering two-
and four-year degrees and offering training services to other regional airlines operating similar aircraft types.

2
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We face risks in operating our business, including risks that may prevent us from achieving our business objectives or
that may adversely affect our business, financial condition and operating results. You should consider these risks
before investing in our company. Risks relating to our business include:

we may not be able to compete successfully in the highly competitive airline industry, which is characterized
by low profit margins and high fixed costs,

we are highly dependent on the Bahamas market and a decrease in demand for air travel to the Bahamas would
adversely impact our business,

we may not be able to maintain our code share relationships with Continental and our other code share
partners,

we rely on B1900D and EMB-120 turboprop aircraft and our operations would be adversely affected if the
expense of maintaining or operating either type of aircraft type increased materially or if the FAA grounded
either type of aircraft,

aircraft fuel constitutes approximately 23-24% of our operating expenses and our profits may decline due to an
increase in the price of aircraft fuel,

the loss of key personnel could adversely impact our business, and

we may not successfully implement our plans to expand our operations beyond the Florida and Bahamas
markets.

For a discussion of the significant risks associated with our business, our industry and investing in our common stock,
you should read the section entitled Risk Factors beginning on page 8 of this prospectus.

Company Information

We were incorporated in Delaware in December 2005. Our principal executive offices are located at 3201 Griffin

Road, Fort Lauderdale, Florida 33312, and our telephone number is (954) 985-1500. Our website address is

www.gulfstreamair.com. Information contained on our website is not incorporated by reference into and does not

form any part of this prospectus. As used in this prospectus, unless the context requires otherwise, references to the

Company and Group refer to Gulfstream International Group, Inc.; references to Gulfstream refer to Gulfstream

International Airlines, Inc.; references to the Academy refer to Gulfstream Training Academy, Inc.; references to
G-Air refer to G-Air Holdings Corp., Inc., the former parent company of Gulfstream, which was merged into GIA

Holdings Corp., Inc. in March 2007; references to GIA refer to GIA Holdings Corp, Inc., the parent company of

Gulfstream and references to we , our and us, refer to Gulfstream International Group, Inc. and either or both of

Gulfstream or the Academy.

Certain monetary amounts, percentages and other figures included in this prospectus have been subject to rounding
adjustments. Accordingly, figures shown as totals in certain tables may not be the arithmetic aggregation of the figures
that precede them, and figures expressed as percentages in the text may not total 100% or, as applicable, when
aggregated may not be the arithmetic aggregation of the percentages that precede them.

This prospectus may refer to trademarks and trade names of other organizations, including those of our code share
partners.
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THE OFFERING
Common stock offered 800,000 Shares
Common stock to be outstanding after the
offering 2,839,460 Shares
Use of proceeds Assuming an initial offering price of $9.00 per share, we estimate that the

net proceeds to us from this offering will be approximately $5,124,000,
after deducting underwriting discounts and commissions and estimated
offering expenses. We expect to use the net proceeds from this offering to
fully redeem our 12% subordinated debentures totaling $3,320,000. The
remaining proceeds will be used to acquire additional aircraft, to refinance
existing aircraft, or for general working capital purposes. See Use of
Proceeds on page 21.

Risk factors See Risk Factors and other information included in this prospectus for a
discussion of factors you should carefully consider before deciding to
invest in shares of our common stock

Dividend policy We do not anticipate paying any dividends on our common stock in the
foreseeable future.

American Stock Exchange Symbol GIA

The number of shares of our common stock referred to above that will be outstanding immediately after completion of
this offering is based on 2,039,460 shares of our common stock outstanding as of September 30, 2007. This number
does not include, as of September 30, 2007:

46,480 shares of common stock issuable upon the exercise of outstanding warrants, at an exercise price of
$5.00 per share;

210,324 shares of common stock issuable upon exercise of stock options at an exercise price equal to $5.00 per
share;

up to an additional 139,676 shares of our common stock reserved for issuance under our Stock Incentive Plan;
and

64,000 shares of common stock issuable upon exercise of the warrants to be issued to designees of the
managing underwriter in connection with this offering at an exercise price equal to 120% of the public offering
price of this offering.

We have agreed to issue an additional 120,000 shares if the underwriters exercise their over-allotment option in full,

which we describe in  Underwriting beginning on page 94. If the underwriters exercise this option in full,
2,959,460 shares of common stock will be outstanding after this offering.
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SUMMARY HISTORICAL AND PRO FORMA FINANCIAL DATA

The results of operations presented herein for all periods prior to our acquisition of Gulfstream and the Academy are
referred to as the results of operations of the predecessor. The results of operations presented herein for all periods
subsequent to the acquisition are referred to as the results of operations of the successor. As a result of the
acquisition, the results of operations of the predecessor are not comparable to the results of operations of the
Successor.

The following table sets forth summary financial data for the nine-month periods ended September 30, 2006 and 2007.
The summary financial data as of and for the nine-month periods ended September 30, 2006 and 2007 are unaudited.
The unaudited pro forma summary data for the nine-month period ended September 30, 2006 is based on the
historical financial statements of the Company and our predecessor. The summary financial data as of and for the
nine-month periods ended September 30, 2006 and 2007 have been adjusted to give effect to the following
transactions:

1. The acquisition of Gulfstream and the Academy, which was closed on March 14, 2006, as if it occurred on
January 1, 2006.

2. The sale of 1,640,000 shares of common stock issued as part of the financing for the acquisition, which occurred on
March 14, 2006, as if it occurred on January 1, 2006.

3. The Company plans on redeeming the $3.32 million subordinated debentures issued as part of the financing of the
acquisition with proceeds from the offering. The issuance of 518,345 shares of common stock needed to redeem the
subordinated debentures was given effect as if it occurred on January 1, 2006. The number of shares to be issued
gives effect to the underwriting discount and estimated other offering costs (approximately $2.60 per share).

The pro forma adjustments are based upon available information and certain assumptions that we believe are
reasonable. The pro forma data does not purport to represent what our results would actually have been had the sale
in fact occurred as of January 1, 2006. See Unaudited Pro forma Financial Statements at page P-1 for pro forma
adjustments and explanations.

Pro Forma
Predecessor  Successor Pro Forma Successor
Nine Nine
January 1, March 15, Months Months Percent
2006 to 2006 to Ended Ended Change
March 14, September 30, September 30, September 30, 2006 to
2006 2006 2006 2007 2007

(In thousands, except per share data)

Revenue

Airline passenger revenue $ 20,264 $ 55,871 $ 76,135 $ 81,246 6.7%
Academy, charter and other revenue 1,103 3,329 4,432 5,429 22.5%
Total Revenue 21,367 59,200 80,567 86,675 7.6%

Operating Expenses
Flight operations 2,462 7,189 9,651 11,020 14.2%
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Aircraft fuel 4,203 13,535 17,738 18,933 6.7%
Aircraft rental 1,300 3,381 4,681 4,835 3.3%
Maintenance 3,843 11,846 15,689 17,857 13.8%
Passenger service 4,798 12,102 16,900 17,830 5.5%
Promotion & sales 1,561 4,603 6,164 5,977 3.0% )
General and administrative 1,011 2,483 3,536 3,987 12.8%
Depreciation and amortization 503 1,880 2,552 2,802 9.8%
Total Operating Expenses 19,681 57,019 76,911 83,241 8.2%
Income (loss) from operations 1,686 2,181 3,656 3,434 (6.1% )
Non-Operating Income and
(Expense)
Interest (expense) (158) (713) (605) (500) (17.4% )
Other income (expense) 5 185 180 155 (13.9% )
Income before taxes 1,523 1,653 3,231 3,089 (4.4% )
Provision for income taxes 523 577 1,121 1,172 4.5%

5
Table of Contents 18



Edgar Filing: GULFSTREAM INTERNATIONAL GROUP INC - Form S-1/A

Table of Contents

Pro Forma
Predecessor  Successor Pro Forma Successor
January 1, March 15, Nine Months Nine Months Percent
2006 to 2006 to Ended Ended Change
March 14, September 30, September 30, September 30, 2006 to
2006 2006 2006 2007 2007

(In thousands, except per share data)

Income before minority interest 1,000 1,076 2,110 1,917 9.1% )
Minority interest (11) (11

Net income $ 1,000 $ 1,065 $ 2,09 % 1,917 (8.7% )
Net income per share:

Basic $ 083 % 0.75

Diluted $ 0.76 $ 0.67

Shares used in calculating net
income per share:
Basic and diluted 2,517,724 2,552,897

The following table sets forth the predecessor s summary historical data for the years ended December 31, 2004, 2005
and 2006. The unaudited pro forma summary data for the year ended December 31, 2006 is based on the Company s
summary financial data from March 15, 2006 to December 31, 2006 and those of our predecessor from January 1,
2006 to March 14, 2006.

The summary financial data as of and for the year ended December 31, 2006 has been adjusted to give effect to the
following transactions:

1. The acquisition of Gulfstream and the Academy, which was closed on March 14, 2006, as if it occurred on
January 1, 2006.

2. The sale of 1,640,000 shares of common stock issued as part of the financing for the acquisition, which occurred on
March 14, 2006, as if it occurred on January 1, 2006.

3. The Company plans on redeeming the $3.32 million subordinated debentures issued as part of the financing of the
acquisition with proceeds from the offering. The issuance of 518,345 shares of common stock needed to redeem the
subordinated debentures was given effect as if it occurred on January 1, 2006. The number of shares to be issued
gives effect to the underwriting discount and estimated other offering costs (approximately $2.60 per share).

The pro forma adjustments are based upon available information and certain assumptions that we believe are
reasonable. The pro forma data does not purport to represent what our results would actually have been had the sale
in fact occurred as of January 1, 2006. See Unaudited Pro forma Financial Statements at page P-1 for pro forma
adjustments and explanations.

Predecessor Successor
Period Period
January 1, March 15,
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2006 to 2006 to

Year Ended
December 31, March 14, December 31, Proforma
2004 2005 2006 2006 2006
(In thousands, except per share data)
Revenue
Airline passenger revenue $ 66274 $ 87,983 $§ 20264 $ 78290 $ 98,554
Academy, charter and other revenue 6,063 4,022 1,103 5,400 6,503
Total Revenue 72,337 92,005 21,367 83,690 105,057
Operating Expenses
Flight operations 8,881 11,169 2,462 10,727 13,189
Aircraft fuel 11,115 20,544 4,203 19,356 23,559
Acraft rent 6,470 6,827 1,300 4,891 6,191
Maintenance 14,668 17,220 3,843 17,394 21,237
Passenger service 16,597 20,390 4,798 17,373 22,171
Promotion & sales 6,434 7,530 1,561 6,359 7,920
6
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Predecessor Successor
Period Period
January 1, March 15,
2006 to 2006 to
Year Ended
December 31, March 14, December 31, Proforma
2004 2005 2006 2006 2006
(In thousands, except per share data)
General and administrative 5,656 4,561 1,011 3,763 4,816
Depreciation and amortization 485 2,355 503 2,726 3,398
Total Operating Expenses 70,306 90,596 19,681 82,589 102,481
Income (loss) from operations 2,031 1,409 1,686 1,101 2,576
Non-Operating Income and
(Expense)
Interest expense (153) (699) (158) (954) (720)
Other income (expense) 135 220 5 180 175
Income before taxes 2,013 930 1,523 327 2,031
Provision for income taxes 170 230 523 137 729
Income before minority
interest 1,843 700 1,000 190 1,302
Minority interest 5 5
Net income $ 1843 $ 700 $ 1,000 $ 185  $ 1,297
Net income per share:
Basic $ 011 $ 0.51
Diluted $ 008 $ 0.47
Shares used in calculating net
income per share:
Basic and diluted 1,680,480 2,524,361
September 30, 2007
Actual As Adjusted(1)
(In thousands)

Cash and cash equivalents $ 3,268 $ 5,105
Total assets 38,912 40,748
Long-term debt, including current portion 11,721 8,433
Engine return liability, including current portion 3,956 3,956
Total stockholders equity 9,877 15,001

(1)
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Adjusted to give effect to this offering and the application of the proceeds assuming net proceeds of
approximately $5.1 million, of which approximately $3.3 million is used to fully redeem our 12% subordinated
debentures and the remainder is used for general working capital purposes. For further information, see Use of
Proceeds on page 21.
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RISK FACTORS

An investment in our common stock is risky. You should carefully consider the following risks, as well as the other
information contained in this prospectus, before investing. If any of the following risks actually occurs, our business,
business prospects, financial condition, cash flow and results of operations could be materially and adversely
affected. In this case, the trading price of our common stock could decline, and you might lose part or all of your
investment.

Risks Related To Our Industry
The airline industry is unpredictable.

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

The airline industry is subject to the impact of terrorist activities or warnings.

The terrorist attacks of September 11, 2001 and their aftermath negatively impacted the airline industry in general,
including our operations. In particular, the primary effects experienced by the airline industry included a substantial
loss of passenger traffic and revenue. While airline passenger traffic and revenue have recovered since the terrorist
attacks of September 11, 2001, additional terrorist attacks could have a similar or even more pronounced effect. Even
if additional terrorist attacks are not launched against the airline industry, there will be lasting consequences of the
September 11, 2001 attacks, including increased security and insurance costs, increased concerns about future terrorist
attacks, increased government regulation and airport delays due to heightened security. Additional terrorist attacks or
warnings of such attacks, and increased hostilities or prolonged military involvement in the Middle East or other
regions, could negatively impact the airline industry, and result in decreased passenger traffic and yields, increased
flight delays or cancellations associated with new government mandates, as well as increased security, fuel and other
costs. There can be no assurance that these events will not harm the airline industry generally or our operations or
financial condition in particular.

Our operations may be adversely impacted by increased security measures mandated by regulatory authorities.

Because of significantly higher security and other costs incurred by airports since September 11, 2001, many airports
significantly increased their rates and charges to air carriers, including us, and may do so again in the future. On
November 19, 2001, the U.S. Congress passed, and the President signed into law, the Aviation and Transportation
Security Act, also referred to as the Aviation Security Act. This law federalized substantially all aspects of civil
aviation security and created the Transportation Security Administration ( TSA ) to which the security responsibilities
previously held by the Federal Aviation Administration ( FAA ) were transitioned. The TSA is an agency of the
Department of Homeland Security. The Department of Homeland Security and the TSA and other agencies within the
Department of Homeland Security have implemented numerous security measures, including the passing of the
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Aviation Security Act, that affect airline operations and costs, and are likely to implement additional measures in the
future. The Department of Homeland Security has announced greater use of passenger data for evaluating security
measures to be taken with respect to individual passengers, expanded use of federal air marshals on flights (thus
displacing revenue passengers), investigating a requirement to install aircraft security systems (such as active devices
on
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commercial aircraft as countermeasures against portable surface to air missiles) and expanded cargo and baggage
screening. Funding for airline and airport security required under the Aviation Security Act is provided in part by a
$2.50 per segment passenger security fee for flights departing from the U.S., subject to a $10 per roundtrip cap;
however, airlines are responsible for costs incurred to meet security requirements beyond those provided by the TSA.
There is no assurance this fee will not be raised in the future as the TSA s costs exceed the revenue it receives from
these fees. Similarly, we could be adversely affected by any implementation of stricter security measures by the
Bahamian government. We cannot provide assurance that additional security requirements or security-related fees
enacted in the future will not adversely affect us financially.

The airline industry is heavily regulated.

All interstate airlines are subject to regulation by the Department of Transportation (the DOT ), the FAA and other
governmental agencies. Regulations promulgated by the DOT primarily relate to economic aspects of air service. The
FAA requires operating, air worthiness and other certificates; approval of personnel who may engage in flight,
maintenance or operation activities; record keeping procedures in accordance with FAA requirements; and FAA
approval of flight training and retraining programs. We cannot predict whether we will be able to comply with all
present and future laws, rules, regulations and certification requirements or that the cost of continued compliance will
not have a material adverse effect on our operations. We incur substantial costs in maintaining our certifications and
otherwise complying with the laws, rules and regulations to which we are subject. A decision by the FAA to ground,
or require time-consuming inspections of or maintenance on, all or any of our aircraft for any reason may have a
material adverse effect on our operations. In addition to state and federal regulation, airports and municipalities enact
rules and regulations that affect our operations. From time to time, various airports throughout the country have
considered limiting the use of smaller aircraft, such as our aircraft, at such airports. The imposition of any limits on
the use of our aircraft at any airport at which we operate could have a material adverse effect on our operations.
Because we operate only two types of aircraft and have our operations centered at Fort Lauderdale Airport, we are
particularly susceptible to any such limitations.

The FAA may change its method of collecting revenues.

The FAA funds its operations largely through a tax levied on all users of the system based on ticket sales as well as a
tax on fuel. As the airline industry changes, the trust fund that provides funding for the FAA s capital accounts and all
or some portion of its operations has experienced an increase in its costs without a corresponding rise in its revenue
such that in its fiscal 2004, the FAA s costs exceeded its revenues by more than $4 billion. Further, the existing
authority for the current FAA taxing system expired on September 30, 2007. As a result, the FAA has discussed
eliminating or amending the current tax system and implementing user fees that could cause us to incur potentially
significant additional expenses. If the FAA implements a user fee or otherwise increases its tax rate, we may not be
able to pass this increased expense on to our customers. Such an expense could have a material adverse impact on our
ability to conduct business.

A Senate draft version of the FAA Reauthorization Bill has proposed a $25 per-flight fee be charged on all flights,
regardless of aircraft size. The recently passed House version of the Bill does not include such a fee. There can be no
assurance that the final version of the Reauthorization Bill would exempt small commercial aircraft such as those
operated by Gulfstream from these new charges.

The airline industry is characterized by low profit margins and high fixed costs.
The airline industry is characterized generally by low profit margins and high fixed costs, primarily for personnel,

debt service and rent. The expenses of an aircraft flight do not vary significantly with the number of passengers
carried and, as a result, a relatively small change in the number of passengers or in pricing could have a
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disproportionate effect on an airline s operating and financial results. Accordingly, a minor shortfall in our expected
revenue levels could harm our business.
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The airline industry is highly competitive.

In general, the airline industry is highly competitive. Gulfstream not only competes with other regional airlines, some
of which are owned by or operated as code share partners of major airlines, but we also face competition from low
cost carriers and network airlines on many of our routes. One of our primary competitors in the Bahamas market,
Bahamasair, is owned by the government of the Bahamas and receives substantial subsidies to fund operating losses.
The receipt of these subsidies may reduce the airline s requirement to take necessary actions to improve profitability,
including raising prices to offset fuel costs. Gulfstream also competes with alternative forms of transportation, such as
charter aircraft, automobiles, commercial and private boats and trains.

Barriers to entry in most of Gulfstream s markets are limited, and some of Gulfstream s competitors are larger and have
significantly greater financial and other resources. Moreover, federal deregulation of the industry allows competitors

to rapidly enter markets and to quickly discount and restructure fares. The airline industry is particularly susceptible to
price discounting because airlines incur only nominal costs to provide service to passengers occupying otherwise

unsold seats.

Risks Related To Our Business
We will have substantial fixed obligations.

As of September 30, 2007, we had $11.7 million of debt. In addition, we have annual lease payments of
approximately $6.7 million per year on our fleet of 27 B1900D aircraft as well as a liability for the return of engines
borrowed from the lessor of $4.3 million over the next several years. We believe we have sufficient cash to fund our
operations for the next twelve months, excluding our seasonal cash requirements. Our weakest seasonal period
typically occurs between August and December each year. In fact, recently, we estimated that if the net proceeds
anticipated by this offering were not available to us by approximately November 15, 2007, we would be required to
secure additional short-term financing to cover our additional cash requirements during this seasonally weak period.
Although this u