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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 20-F/A

(Amendment No. 1)

☐ REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) OR (g) OF THE SECURITIES
EXCHANGE ACT OF 1934

OR

☒ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934 FOR THE FISCAL YEAR ENDED DECEMBER 31, 2017

OR

☐ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

OR
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☐ SHELL COMPANY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission file number: 001-32696

COPA HOLDINGS, S.A.

(Exact name of Registrant as Specified in Its Charter)

Not Applicable

(Translation of Registrant�s Name Into English)

Republic of Panama

(Jurisdiction of Incorporation or Organization)

Avenida Principal y Avenida de la Rotonda, Costa del Este

Complejo Business Park, Torre Norte

Parque Lefevre, Panama City

Panama

(Address of Principal Executive Offices)

Raul Pascual
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Edgar Filing: Copa Holdings, S.A. - Form 20-F/A

Table of Contents 2



Title of Each Class: Name of Each Exchange On Which Registered
Class A Common Stock, without par value New York Stock Exchange

Securities registered or to be registered pursuant to Section 12(g) of the Act:

None

Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act:

None

Indicate the number of outstanding shares of each of the issuer�s classes of capital or common stock as of the
close of the period covered by the annual report: At December 31, 2017, there were outstanding 42,123,766
shares of common stock, without par value, of which 31,185,641 were Class A shares and 10,938,125 were
Class B shares.

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the
Securities Act.    ☒  Yes    ☐  No

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file
reports pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934.    ☐  Yes    ☒  No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that
the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days.     ☒  Yes    ☐  No

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File
required to be submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit such
files).    ☒  Yes    ☐  No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a
non-accelerated filer, or an emerging growth company. See definition of �large accelerated filer�, �accelerated filer�
and �emerging growth company� in Rule 12b-2 of Exchange Act.:
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Large Accelerated Filer ☒ Accelerated Filer ☐

Non-accelerated Filer ☐ Emerging Growth Company ☐
If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate
by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements
included in this filing:

U.S. GAAP   ☐ International Financial Reporting Standards as issued

by the International Accounting Standards Board  ☒

Other  ☐

If �Other� has been checked in response to the previous question, indicate by check mark which financial
statement item the registrant has elected to follow:

☐  Item 17    ☐  Item 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule
12b-2 of the Exchange Act).     ☐   Yes    ☒  No
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EXPLANATORY NOTE

This Amendment No. 1 on Form 20-F/A (this �Amendment No. 1�) to our annual report on Form 20-F for the year
ended December 31, 2017, filed with the Securities and Exchange Commission on April 18, 2018 (the �2017 Form
20-F�), is filed [(i)] to amend and restate �Item 3. Key Information�, �Item 4. Information on the Company�, and �Item 5.
Operating and Financial Review and Prospects� of Part I of the 2017 Form 20-F, (ii) to amend and restate �Item 15.
Control and Procedures,� of Part II of the 2017 Form 20-F and (iii) to amend and restate] �Item 17. Financial Statements�
and �Item 18. Financial Statements,� of Part III of the 2017 Form 20-F.

Pursuant to Rule 12b-15 promulgated under the Securities Exchange Act of 1934, as amended, new certifications by
our chief executive officer and chief financial officer are being filed as exhibits to this Amendment No. 1. The
amended �Item 19. Exhibits,� of Part III of the 2017 Form 20-F, is included in this Amendment No. 1.

This Amendment No. 1 speaks as of the filing date of the 2017 Form 20-F on April 18, 2018. Other than as described
above, this Amendment No. 1 does not, and does not purport to, amend, update or restate any other information or
disclosure included in the 2017 Form 20-F or reflect any events that have occurred after the filing of the 2017 Form
20-F on April 18, 2018.

i
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PART I

Item 3. Key Information

A. Selected Financial Data

The following table presents summary consolidated financial and operating data for each of the periods indicated. Our
consolidated financial statements are prepared in accordance with IFRS, as issued by the IASB and are stated in U.S.
dollars. You should read this information in conjunction with our consolidated financial statements included in this
annual report and the information under �Item 5. Operating and Financial Review and Prospects� appearing elsewhere in
this annual report.

The summary consolidated financial information as of December 31, 2017, and for the years ended December 31,
2017, 2016 and 2015 have been derived from our audited consolidated financial statements included elsewhere in this
annual report. The summary consolidated financial information has been modified using the updated chart of
accounts, resulting in the reclassification of certain lines from our consolidated statements of profit or loss for these
periods compared to amounts previously reported (see Note 5.2 to the consolidated financial statements). The
summary consolidated financial information for the years ended December 31, 2014 and 2013 have been derived from
our audited consolidated financial statements for those years (not included herein) after giving similar reclassification
adjustments for such years.

Year Ended December 31, (in thousands of dollars, except share and per share data
and operating data)

2017 2016 2015 2014 2013

STATEMENT OF PROFIT OR LOSS DATA

Operating revenue:

Passenger revenue 2,462,419 2,155,167 2,185,465 2,638,392 2,535,422

Cargo and mail revenue 55,290 53,989 56,738 60,715 60,872

Other operating revenue 9,847 12,696 11,507 12,218 17,715

Total operating revenues 2,527,556 2,221,852 2,253,710 2,711,325 2,614,009

Operating expenses:

Fuel 572,746 528,996 603,760 822,130 785,010

Wages, salaries, benefits and other
employees expenses 415,147 370,190 373,631 376,193 344,233

Passenger servicing 99,447 86,329 84,327 90,457 81,761

Airport facilities and handling charges 171,040 159,771 148,078 141,594 130,893

Sales and distribution 200,413 193,984 188,961 193,038 198,931

Maintenance, materials and repairs 132,148 121,781 111,178 100,307 93,451
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Depreciation and amortization 167,324 167,894 150,548 115,147 137,412

Flight operations 101,647 88,188 86,461 85,183 78,540

Aircraft rentals and other rentals 134,539 138,885 142,177 129,431 106,792

Cargo and courier expenses 7,375 6,099 6,471 7,601 6,525

Other operating and administrative
expenses 96,087 92,215 105,484 118,746 130,192

Total operating expenses 2,097,913 1,954,332 2,001,076 2,179,827 2,093,740

Operating profit 429,643 267,520 252,634 531,498 520,269

Non-operating income (expense):

Finance cost (35,223) (37,024) (33,155) (29,529) (30,180) 

Finance income 17,939 13,000 25,947 18,066 12,636

Gain (loss) on foreign currency
fluctuations 6,145 13,043 (440,097) (6,448) (22,929) 

Net change in fair value of derivatives 2,801 111,642 (11,572) (117,950) 5,241

Other non-operating income (expense) (2,337) (3,982) (1,632) 2,671 3,533

Total non-operating income (expense),
net 10,675 96,679 (460,509) (133,190) (31,699) 

Profit (loss) before taxes 418,968 364,199 (207,875) 398,308 488,570

Income tax expenses (49,310) (38,271) (32,759) (36,639) (61,099) 

Net profit (loss) 369,658 325,928 (240,634) 361,669 427,471
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STATEMENT OF FINANCIAL
POSITION DATA

Total cash, cash equivalents and
short-term investments 943,900 814,689 684,948 766,603 1,131,689

Accounts receivable, net 118,085 116,100 105,777 122,150 135,056

Total current assets 1,198,488 1,069,391 907,585 1,011,449 1,401,153

Purchase deposits for flight
equipment 413,633 250,165 243,070 321,175 327,545

Total property and equipment 2,617,407 2,418,164 2,453,751 2,505,336 2,348,514

Total assets 4,044,961 3,640,595 3,518,574 4,079,612 3,952,764

Long-term debt 876,119 961,414 1,055,183 928,964 913,507

Total equity 1,905,612 1,636,753 1,390,520 2,075,108 1,901,906

Capital stock 101,449 93,440 85,845 81,811 77,123

CASH FLOW DATA

Net cash from operating activities 727,332 594,590 316,863 384,892 830,265

Net cash (used in) from investing
activities (578,159) (179,909) 32,384 21,147 (565,720) 

Net cash used in financing
activities (204,756) (248,625) (357,466) (316,420) (201,268) 

OTHER FINANCIAL DATA

Underlying net income(1) 366,857 192,743 210,342 486,181 436,157

Adjusted EBITDA(2) 603,576 556,117 (50,119) 524,918 643,526

Aircraft rentals 116,449 120,841 122,217 112,082 90,233

Operating margin(3) 17.0% 12.0% 11.2% 19.6% 19.9% 

Weighted average shares used in
computing net income per share
(basic) 42,418,773 42,358,091 43,861,084 44,381,265 44,388,098

Weighted average shares used in
computing net income per share
(diluted) 42,418,773 42,363,171 43,868,864 44,393,054 44,403,098

Earnings (Loss) per share (basic) 8.71 7.69 (5.49) 8.15 9.63

Earnings (Loss) per share (diluted) 8.71 7.69 (5.49) 8.15 9.63

Dividends per share paid 2.52 2.04 3.36 3.84 1.46

Total number of shares at end of
period 42,123,766 42,050,481 41,955,227 43,988,423 44,098,620

OPERATING DATA
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Revenue passengers carried(4) 14,201 12,870 11,876 11,681 11,345

Revenue passenger miles(5) 19,914 17,690 16,309 15,913 14,533

Available seat miles(6) 23,936 22,004 21,675 20,757 18,950

Load factor(7) 83.2% 80.4% 75.2% 76.7% 76.7% 

Total block hours(8) 419,610 388,058 388,355 376,903 348,882

Average daily aircraft utilization(9) 11.5 10.6 10.8 11.0 11.1

Average passenger fare 173.4 167.5 184.0 225.9 223.5

Yield(10) 12.37 12.18 13.40 16.58 17.45

Passenger revenue per ASM(11) 10.29 9.79 10.08 12.71 13.38

Operating revenue per ASM(12) 10.56 10.10 10.40 13.06 13.79

Operating expenses per ASM
(CASM)(13) 8.76 8.88 9.23 10.50 11.05

Departures 126,963 123,098 122,588 121,310 119,177

Average daily departures 347.8 337.3 335.9 332.4 326.5

Average number of aircraft 100.4 99.9 98.3 93.8 86.4

Airports served at period end 75 73 73 69 66

On-Time Performance(14) 86.8% 88.4% 90.6% 90.5% 87.7% 

Stage Length(15) 1,282 1,213 1,236 1,213 1,140

(1) Underlying net income represents net income (loss) minus the sum of fuel hedge mark-to-market gain/(loss), and
devaluation and translation losses in Venezuela and Argentina. Underlying net income is presented because the
Company uses this measure to determine annual dividends. However, underlying net income should not be
considered in isolation, as a substitute for net income (loss) prepared in accordance with IFRS as issued by the
IASB or as a measure of our profitability. The following table presents a reconciliation of our net income (loss) to
underlying net income for the specified periods.

2

Edgar Filing: Copa Holdings, S.A. - Form 20-F/A

Table of Contents 10



Table of Contents

2017 2016 2015 2014 2013

Net income (loss) 369,658 325,928 (240,634) 361,669 427,471
Fuel hedge mark to market gain/(loss) (2,801) (111,642) 11,572 117,950 (5,241) 
Venezuela devaluation �  (21,543) 432,503 6,562 13,927
Argentina devaluation �  �  6,901 �  �  
Underlying net income 366,857 192,743 210,342 486,181 436,157

(2) Adjusted EBITDA represents net income (loss) plus the sum of interest expense, income taxes, depreciation,
amortization and impairment minus interest income. Adjusted EBITDA is presented as supplemental information
because we believe it is a useful indicator of our operating performance and is useful in comparing our operating
performance with other companies in the airline industry. However, adjusted EBITDA should not be considered
in isolation, as a substitute for net income (loss) prepared in accordance with IFRS as issued by the IASB or as a
measure of our profitability. In addition, our calculation of adjusted EBITDA may not be comparable to other
companies� similarly titled measures. The following table presents a reconciliation of our net income (loss) to
adjusted EBITDA for the specified periods. Aircraft rentals represent a significant operating expense of our
business. Because we leased several of our aircraft during the periods presented, we believe that when assessing
our adjusted EBITDA you should also consider the impact of our aircraft rentals.

2017 2016 2015 2014 2013

Net income (loss) 369,658 325,928 (240,634) 361,669 427,471

Interest expense 35,223 37,024 33,155 29,529 30,180

Income taxes 49,310 38,271 32,759 36,639 61,099

Depreciation, amortization and impairment 167,324 167,894 150,548 115,147 137,412

Interest income (17,939) (13,000) (25,947) (18,066) (12,636) 

Adjusted EBITDA 603,576 556,117 (50,119) 524,918 643,526

(3) Operating margin represents operating income as a percentage of operating revenues.
(4) Total number of paying passengers (including all passengers redeeming frequent flyer miles and other travel

awards) flown on all flight segments, expressed in thousands.
(5) Number of miles flown by revenue passengers, expressed in millions.
(6) Aircraft seating capacity multiplied by the number of miles the seats are flown, expressed in millions.
(7) Percentage of aircraft seating capacity that is actually utilized. Load factors are calculated by dividing revenue

passenger miles by available seat miles.
(8) The number of hours from the time an airplane moves off the departure gate for a revenue flight until it is parked

at the gate of the arrival airport.
(9) Average number of block hours operated per day per aircraft for the total aircraft fleet.
(10) Average amount (in cents) one passenger pays to fly one mile.
(11) Passenger revenues (in cents) divided by the number of available seat miles.
(12) Total operating revenues (in cents) divided by the number of available seat miles.
(13) Total operating expenses (in cents) divided by the number of available seat miles.
(14) Percentage of flights that arrive at the destination gate within fourteen minutes of scheduled arrival.
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(15) The average number of miles flown per flight.
B. Capitalization and Indebtedness

Not applicable.

3
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C. Reasons for the Offer and Use of Proceeds

Not applicable.

D. Risk Factors

Risks Relating to Our Company

Failure to successfully implement our growth strategy may adversely affect our results of operations and harm the
market value of our Class A shares.

Through a growth-oriented plan, we intend to continue to expand our service to new markets and to increase the
frequency of flights to the markets we currently serve. Achieving these goals allows our business to benefit from cost
efficiencies resulting from economies of scale. We expect to have substantial cash needs as we expand, including cash
required to fund aircraft acquisitions or aircraft deposits as we add to our fleet. If we do not have sufficient cash to
fund such projects, we may not be able to successfully expand our route system and our future revenue and earnings
growth would be limited.

When we commence a new route, load factors tend to be lower than those on our established routes and our
advertising and other promotional costs tend to be higher, which could result in initial losses that could have a
negative impact on our results of operations as well as require a substantial amount of cash to fund. We also
periodically run special promotional fare campaigns, particularly in connection with the opening of new routes.
Promotional fares can have the effect of increasing load factors while reducing our yield on such routes during the
period that they are in effect. The number of markets we serve and flight frequencies depend on our ability to identify
the appropriate geographic markets upon which to focus and to gain suitable airport access and route approval in these
markets. There can be no assurance that the new markets we enter will yield passenger traffic that is sufficient to make
our operations in those new markets profitable. Any condition that would prevent or delay our access to key airports
or routes, including limitations on the ability to process more passengers, the imposition of flight capacity restrictions,
the inability to secure additional route rights under bilateral agreements or the inability to maintain our existing slots
and flight banks and obtain additional slots, could constrain the expansion of our operations.

The expansion of our business will also require additional skilled personnel, equipment and facilities. The inability to
hire, train and/or retain pilots and other personnel or secure the required equipment and facilities efficiently,
cost-effectively, and on a timely basis, could adversely affect our ability to execute our plans. It also could strain our
existing management resources and operational, financial and management information systems to the point where
they may no longer be adequate to support our operations, requiring us to make significant expenditures in these areas.
In light of these factors, we cannot ensure that we will be able to successfully establish new markets or expand our
existing markets, and our failure to do so could have an impact on our business and results of operations, as well as
the value of our Class A shares.

Our performance is heavily dependent on economic and political conditions in the countries in which we do
business.

Passenger demand is heavily cyclical and highly dependent on global, regional and country-specific economic growth,
economic expectations and foreign exchange rate variations. In the past, we have been negatively impacted by poor
economic performance in certain emerging market countries in which we operate, as well as by weaker Latin
American currencies. Any of the following developments (or a continuation or worsening of any of the following
currently in existence) in the countries in which we operate could adversely affect our business, financial condition,
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liquidity and results of operations:

� changes in economic or other governmental policies, including exchange controls;

� changes in regulatory, legal or administrative practices; or

� other political or economic developments over which we have no control.
Additionally, a significant portion of our revenues is derived from discretionary and leisure travel, which are
especially sensitive to economic downturns and political conditions. An adverse economic and/or political
environment, whether global, regional or in a specific country, could result in a reduction in passenger traffic, and
leisure travel in particular, as well as a reduction in our cargo business, and could also impact our ability to raise fares,
which in turn would materially and negatively affect our financial condition and results of operations.

4
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The cost of refinancing our debt and obtaining additional financing for new aircraft has increased and may
continue to increase, which may negatively impact our business.

We currently finance our aircraft through bank loans, sale-leasebacks and operating leases under terms attractive to us.
In the past, we have been able to obtain lease or debt financing on satisfactory terms to us with a significant portion of
the financing for our Boeing aircraft purchases from commercial financial institutions utilizing guarantees provided by
the Export-Import Bank of the United States. As of December 31, 2017, we had $372.0 million of outstanding
indebtedness with financial institutions under financing arrangements guaranteed by the Export-Import Bank.

In recent years the Company has diversified its financing sources and obtained access to very competitive financing
terms. Since 2014 our aircraft deliveries have been financed through a mix of sale-leasebacks and Japanese Operating
Leases with Call Options (�JOLCO�).

Nevertheless, we cannot ensure that we will be able to continue to raise financing from past sources, or from other
sources, on terms comparable to our existing financing or at all. If the cost of such financing increases or we are
unable to obtain such financing, we may be forced to incur higher than anticipated financing costs, which could have
an adverse impact on the execution of our growth strategy and business.

We have historically operated using a hub-and-spoke model and are vulnerable to competitors offering direct
flights between destinations we serve.

The general structure of our flight operations follows what is known in the airline industry as a �hub-and-spoke� model.
This model aggregates passengers by operating flights from a number of �spoke� origins to a central hub through which
they are transported to their final destinations. In recent years, many traditional hub-and-spoke operators have faced
significant and increasing competitive pressure from low-cost, point-to-point carriers on routes with sufficient demand
to sustain point-to-point service. A point-to-point structure enables airlines to focus on the most profitable,
high-demand routes and to offer greater convenience and, in many instances, lower fares. As demand for air travel in
Latin America increases, some of our competitors have initiated non-stop service between destinations that we
currently serve through our hub in Panama. Additionally, new aircraft models, such as, Boeing 737 MAX and Airbus
320-NEO, allow nonstop flights in certain city pairs that could not be served with prior generation aircraft and may
bypass our hub. Non-stop service, which bypasses our hub in Panama, is more convenient and possibly less expensive
than our connecting service and could significantly decrease demand for our service to those destinations. In
December 2016, we launched a low-cost business model, Wingo, to diversify our offerings and to better compete with
other low-cost carriers, or �LCCs,� in the market. However, our traditional hub and spoke model remains our primary
operational model and we believe that competition from point-to-point carriers will be directed towards the largest
markets that we serve and is likely to continue at this level or intensify in the future. As a result, the effect of
competition on us could be significant and could have a material adverse effect on our business, financial condition
and results of operations.

We may not realize benefits from Wingo, our low-cost business model.

Wingo, our low-cost business model, which is part of Copa Colombia, utilizes four of our 737-700s, each configured
with 142 seats in a single class cabin. Wingo operates point-to-point flights within Colombia and to other international
destinations in the region.

We have limited experience operating a low-cost business model and we may not be able to accurately predict its
impact on our main line services. In particular, if demand for Wingo flights is not substantial, if our pricing strategy
does not adequately align with our cost structure, if Wingo does not meet customer expectations or if demand for
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Wingo flights cannibalizes some of our main line flights, Wingo�s operations may have a negative impact on our
reputation or our operating results.

Wingo operates administratively and functionally under Copa Colombia, with an independent structure for its
planning, marketing, distribution systems and customer service.

Our business is subject to extensive regulation which may restrict our growth or our operations or increase our
costs.

Our business, financial condition and results of operations could be adversely affected if we or certain aviation
authorities in the countries to which we fly fail to maintain the required foreign and domestic governmental
authorizations necessary for our operations. In order to maintain the necessary authorizations issued by the
Panamanian Civil Aviation Authority (the Autoridad de Aeronáutica Civil,

5
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or the �AAC�), the Colombian Civil Aviation Administration (the Unidad Administrativa Especial de Aeronáutica Civil,
or the �UAEAC�), and other corresponding foreign authorities, we must continue to comply with applicable statutes,
rules and regulations pertaining to the airline industry, including any rules and regulations that may be adopted in the
future. In addition, Panama is a member state of the International Civil Aviation Organization, or �ICAO,� a United
Nations specialized agency. ICAO coordinates with its member states and various industry groups to establish and
maintain international civil aviation standards and recommended practices and policies, which are then used by ICAO
member states to ensure that their local civil aviation operations and regulations conform to global standards. We
cannot predict or control any actions that the AAC, the UAEAC, ICAO or other foreign aviation regulators may take
in the future, which could include restricting our operations or imposing new and costly regulations or policies. Also,
our fares are subject to review by the AAC, the UAEAC, and the regulators of certain other countries to which we fly,
any of which may in the future impose restrictions on our fares.

We are also subject to international bilateral air transport agreements that provide for the exchange of air traffic rights
between each of Panama and Colombia, and various other countries, and we must obtain permission from the
applicable foreign governments to provide service to foreign destinations. There can be no assurance that existing
bilateral agreements between the countries in which our airline operating companies are based and foreign
governments will continue, or that we will be able to obtain more route rights under those agreements to accommodate
our future expansion plans. Any modification, suspension or revocation of one or more bilateral agreements could
have a material adverse effect on our business, financial condition and results of operations. The suspension of our
permits to operate to certain airports or destinations, the cancellation of any of our provisional routes, the inability for
us to obtain favorable take-off and landing authorizations at certain high-density airports or the imposition of other
sanctions could also have a negative impact on our business. We cannot be certain that a change in a foreign
government�s administration of current laws and regulations or the adoption of new laws and regulations will not have
a material adverse effect on our business, financial condition and results of operations.

We plan to continue to increase the scale of our operations and revenues by expanding our presence on new and
existing routes. Our ability to successfully implement this strategy will depend upon many factors, several of which
are outside our control or subject to change. These factors include the permanence of a suitable political, economic
and regulatory environment in the Latin American countries in which we operate or intend to operate and our ability
to identify strategic local partners.

The most active government regulator among the countries to which we fly is the U.S. Federal Aviation
Administration, or �FAA.� The FAA from time to time issues directives and other regulations relating to the
maintenance and operation of aircraft that require significant expenditures. FAA requirements cover, among other
things, security measures, collision avoidance systems, airborne wind shear avoidance systems, noise abatement and
other environmental issues, and increased inspections and maintenance procedures to be conducted on older aircraft.
Additional new regulations continue to be regularly implemented by the U.S. Transportation Security Administration,
or �TSA,� as well. As we continue to expand our presence on routes to and from the United States, we expect to
continue incurring expenses to comply with the FAA�s and TSA�s regulations, and any increase in the cost of
compliance could have an adverse effect on our financial condition and results of operations.

The growth of our operations to the United States and the benefits of our code-sharing arrangements with United
Continental Holdings, Inc. (�UAL�) are dependent on Panama�s continued favorable safety assessment.

The FAA periodically audits the aviation regulatory authorities of other countries. As a result of its investigation, each
country is given an International Aviation Safety Assessment, or �IASA,� rating. Since April 2004, IASA has rated
Panama as a Category 1, which means that Panama complies with the safety requirements set forth by ICAO. A 2015
ICAO study found significant safety deficiencies in Panama, but the country�s category has not been downgraded. We
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cannot guarantee that the government of Panama and the AAC in particular, will continue to meet international safety
standards, and we have no direct control over their compliance with IASA guidelines. If Panama�s IASA rating were to
be downgraded in the future, it could prohibit us from increasing service to the United States and UAL affecting our
code-share arrangement with United Airlines.

We are highly dependent on our hub at Panama City�s Tocumen International Airport.

Our business is heavily dependent on our operations at our hub at Panama City�s Tocumen International Airport.
Substantially all of our Copa flights either depart from or arrive at our hub. Our operations and growth strategy is
therefore highly dependent on its facilities and infrastructure, including the success of its multi-phase expansion
projects, certain of which have been completed and others, such as Terminal 2, that are underway and have
experienced important delays. One of the contractors responsible for the construction of Terminal 2, Norberto
Odebrecht Construction, was subject to penalties in 2017 for its past practices related to project approvals. Their
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involvement in the construction of Terminal 2 may further delay completion of the expansion based on delays related
to government approvals of individual projects or if they lack sufficient liquidity to complete their portion of the
Tocumen International Airport. Terminal 2 is currently scheduled for completion toward the end of 2018. Due to the
magnitude of the construction required for this new Terminal 2 currently under construction, we may experience
logistical issues and/or be subject to further increases in passenger taxes and airport charges related to the financing of
the construction.

In addition, the hub-and-spoke structure of our operations is particularly dependent on the on-time arrival of tightly
coordinated groupings of flights (or banks) to ensure that passengers can make timely connections to continuing
flights. Like other airlines, we are subject to delays caused by factors beyond our control, including air traffic
congestion at airports, adverse weather conditions and increased security measures. On September 18, 2017, our
operations were affected by a power outage at Tocumen International Airport, which caused significant delays and
cancellation of flights. Delays inconvenience passengers, reduce aircraft utilization and increase costs, all of which in
turn negatively affect our profitability. In addition, at its current utilization level, Tocumen International Airport has
limited fuel storage capacity. In the event there is a disruption in the transport of fuel to the airport, we may be forced
to suspend flights until the fuel tanks can be refueled. A significant interruption or disruption in service or fuel at
Tocumen International Airport could have a serious impact on our business, financial condition and operating results.

Tocumen International Airport is operated by a corporation that is owned and controlled by the government of the
Republic of Panama. We depend on our good working relationship with the quasi-governmental corporation that
operates the airport to ensure that we have adequate access to aircraft parking positions, landing rights and gate
assignments for our aircraft to accommodate our current operations and future plans for expansion. The corporation
that operates Tocumen International Airport does not enter into any formal, written leases or other agreements with
airlines to govern rights to use the airport�s jet ways or aircraft parking spaces. Therefore, we would not have
contractual recourse if the airport authority assigned new capacity to competing airlines, reassigned our resources to
other aircraft operators, raised fees or discontinued investments in the airport�s maintenance and expansion. Any of
these events could result in significant new competition for our routes or could otherwise have a material adverse
effect on our current operations or capacity for future growth.

We are exposed to increases in airport charges, taxes and various other fees and cannot be assured access to
adequate facilities and landing rights necessary to achieve our expansion plans.

We must pay fees to airport operators for the use of their facilities. Any substantial increase in airport charges,
including at Tocumen International Airport, could have a material adverse impact on our results of operations.
Passenger taxes and airport charges have increased in recent years, sometimes substantially. Certain important airports
that we use may be privatized in the near future, which is likely to result in significant cost increases to the airlines
that use these airports. We cannot ensure that the airports used by us will not impose, or further increase, passenger
taxes and airport charges in the future, and any such increases could have an adverse effect on our financial condition
and results of operations.

Certain airports that we serve (or that we plan to serve in the future) are subject to capacity constraints and impose
various restrictions, including slot restrictions during certain periods of the day, limits on aircraft noise levels, limits
on the number of average daily departures and curfews on runway use. We cannot be certain that we will be able to
obtain a sufficient number of slots, gates and other facilities at airports to expand our services in line with our growth
strategy. It is also possible that airports not currently subject to capacity constraints may become so in the future. In
addition, an airline must use its slots on a regular and timely basis or risk having those slots re-allocated to others.
Where slots or other airport resources are not available or their availability is restricted in some way, we may have to
amend our schedules, change routes or reduce aircraft utilization. Any of these alternatives could have an adverse
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financial impact on us. In addition, we cannot ensure that airports at which there are no such restrictions may not
implement restrictions in the future or that, where such restrictions exist, they may not become more onerous. Such
restrictions may limit our ability to continue to provide or to increase services at such airports.

We have significant fixed financing costs and expect to incur additional fixed costs as we expand our fleet.

The airline business is characterized by high leverage. We have significant fixed expenditures in connection with our
operating leases and facility rental costs, and substantially all of our property and equipment is pledged to secure
indebtedness. For the year ended December 31, 2017, our finance cost and aircraft and other rental expense under
operating leases totaled $169.8 million. At December 31, 2017, approximately 36.1% of our total indebtedness bore
interest at fixed rates and the remainder was determined with reference to LIBOR. Most of our aircraft lease
obligations bear interest at fixed rates. Accordingly, our financing and rent expense will not decrease significantly if
market interest rates decline, but our financing costs could materially increase as LIBOR rates increase.

7
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As of December 31, 2017, the Company had two purchase contracts with Boeing: the first contract entails two firm
orders of Boeing 737 Next Generation aircraft, to be delivered in the first half of 2018, and the second contract entails
71 firm orders of Boeing 737 MAX aircraft, which will be delivered between 2018 and 2025. The firm orders have an
approximate value of $9.5 billion based on aircraft list prices, including estimated amounts for contractual price
escalation and pre-delivery deposits. We will require substantial capital from external sources to meet our future
financial commitments. In addition, the acquisition and financing of these aircraft will likely result in a substantial
increase in our leverage and fixed financing costs. A high degree of leverage and fixed payment obligations could:

� limit our ability in the future to obtain additional financing for working capital or other important
needs;

� impair our liquidity by diverting substantial cash from our operating needs to service fixed
financing obligations; or

� limit our ability to plan for or react to changes in our business, in the airline industry or in general
economic conditions.

Any one of these factors could have a material adverse effect on our business, financial condition and results of
operations.

Our existing debt financing agreements and our aircraft operating leases contain restrictive covenants that impose
significant operating and financial restrictions on us.

Our aircraft financing loans, operating leases and the instruments governing our other indebtedness contain a number
of significant covenants and restrictions that limit our and our subsidiaries� ability to:

� create material liens on our assets;

� take certain actions that may impair creditors� rights to our aircraft;

� sell assets or engage in certain mergers or consolidations; and

� engage in other specified significant transactions.
In addition, several of our aircraft financing agreements require us to maintain compliance with specified financial
ratios and other financial and operating tests. For example, our access to certain borrowings under our aircraft
financing arrangements is conditioned upon our maintenance of minimum debt service coverage and capitalization
ratios. See �Item 5. Operating and Financial Review and Prospects�Liquidity and Capital Resources.� Complying with
these covenants may cause us to take actions that could make it more difficult to execute our business strategy
successfully, and we may face competition from companies not subject to such restrictions. Moreover, our failure to
comply with these covenants could result in an event of default or refusal by our creditors to extend certain of our
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loans.

If we fail to successfully take delivery of or reliably operate new aircraft, in particular our new Boeing 737 MAX
aircraft, our business could be harmed.

We fly and rely on Boeing and Embraer aircraft. As of December 31, 2017 we operated a fleet of 80 Boeing aircraft
and 20 Embraer 190 aircraft. In 2018, we expect to take delivery of two additional Boeing 737-800s and five of our
first Boeing 737 MAX aircraft. In the future we expect to continue to incorporate new aircraft into our fleet. The
decision to incorporate new aircraft is based on a variety of factors, including the implementation of our growth
strategy. Acquisition of new aircraft involves a variety of risks relating to their ability to be successfully placed into
service including:

� manufacturer�s delays in meeting the agreed upon aircraft delivery schedule;

� difficulties in obtaining financing on acceptable terms to complete our purchase of all of the
aircraft we have committed to purchase; and

� the inability of new aircraft and their components to comply with agreed upon specifications and
performance standards.

In addition, we cannot predict the reliability of our fleet as the aircraft matures. In particular, we cannot predict the
reliability of the Boeing 737 MAX aircraft, which first entered commercial service in May 2017. Any technical issues
with our aircraft would increase our maintenance expenses.

8
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If we were to determine that our aircraft, rotable parts or inventory were impaired, it would have a significant
adverse effect on our operating results.

If there is objective evidence that an impairment loss on long-lived assets carried at amortized cost has been incurred,
the amount of the impairment loss is measured as the difference between the asset�s carrying amount and the higher of
its fair value less cost to sell and its value in use, defined as the present value of estimated future cash flows
(excluding future expected credit losses that have not been incurred) discounted at the asset�s risk adjusted interest rate.
The carrying amount of the asset is reduced and the loss is recorded in the consolidated statement of profit or loss. In
addition to the fact that the value of our fleet declines as it ages, any potential excess capacity in the airline industry,
airline bankruptcies and other factors beyond our control may further contribute to the decline of the fair market value
of our aircraft and related rotable parts and inventory. If such impairment does occur, we would be required under
IFRS to write down these assets through a charge to earnings. A significant charge to earnings would adversely affect
our financial condition and operating results. In addition, the interest rates on and the availability of certain of our
aircraft financing loans are tied to the value of the aircraft securing the loans. If those values were to decrease
substantially, our interest rates may rise or the lenders under those loans may cease extending credit to us, either of
which could have an adverse impact on our financial condition and results of operations.

We rely on information and other aviation technology systems to operate our businesses and any failure or
disruption of these systems may have an impact on our business.

We rely upon information technology systems to operate our business and increase our efficiency. We are highly
reliant on certain systems for flight operations, maintenance, reservations, check-in, revenue management, accounting
and cargo distribution. Other systems are designed to decrease distribution costs through internet reservations and to
maximize cargo distributions, crew utilization and flight operations. These systems may not deliver their anticipated
benefits.

In the ordinary course of business, we may upgrade or replace our systems or otherwise modify and refine our existing
systems to address changing business requirements. In particular, aircraft rely on advanced technology and, as this
technology is updated, old aircraft models may become obsolete. Our operations and competitive position could be
adversely affected if we are unable to upgrade or replace our systems in a timely and effective manner once they
become outdated, and any inability to upgrade or replace our systems could negatively impact our financial results.

Further, Wingo, our low-cost business model, uses a reservation system that differs from the system we have
traditionally used for our operations. Any transition to new systems may result in a loss of data or service interruption
that could harm our business. Information systems could also suffer disruptions due to events beyond our control,
including natural disasters, power failures, terrorist attacks, cyber-attacks, data theft, equipment or software failures,
computer viruses or telecommunications failures. We cannot ensure that our security measures or disaster recovery
plans are adequate to prevent failures or disruptions. Substantial or repeated website, reservations systems or
telecommunication system failures or disruptions, including failures or disruptions related to our integration of
technology systems, could reduce the attractiveness of our Company versus our competitors, materially impair our
ability to market our services and operate flights, result in the unauthorized release of confidential or otherwise
protected information, and result in increased costs, lost revenue, or the loss or compromise of important data.

Our reputation and business may be harmed and we may be subject to legal claims if there is a loss, unlawful
disclosure or misappropriation of, or unsanctioned access to, our customers�, employees�, business partners� or
our own information, or any other breaches of our information security.
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We make extensive use of online services and centralized data processing, including through third-party service
providers. The secure maintenance and transmission of customer and employee information is a critical element of our
operations. Our information technology and other systems, or those of service providers or business partners that
maintain and transmit customer information, may be compromised by a malicious third-party penetration of our
network security, or of a third-party service provider or business partner, or impacted by deliberate or inadvertent
actions or inactions by our employees, or those of a third-party service provider or business partner. As a result,
personal information may be lost, disclosed, accessed or taken without consent.

We transmit confidential credit card information by way of secure private retail networks and rely on encryption and
authentication technology licensed from third parties to provide the security and authentication necessary to effect
secure transmission and storage of confidential information, such as customer credit card information. The Company
has made significant efforts to secure its computer network. If our security or computer network were compromised in
any way, it could have a material adverse effect on the
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reputation, business, operating results and financial condition of the Company, and could result in a loss of customers.
Additionally, any material failure by the Company to achieve or maintain compliance with the Payment Card Industry
security requirements or rectify a security issue may result in fines and the imposition of restrictions on the Company�s
ability to accept credit cards as a form of payment.

As a result of these types of risks, we regularly review and update procedures and processes to prevent and protect
against unauthorized access to our systems and information and inadvertent misuse of data. However, we cannot be
certain that we will not be the target of attacks on our networks and intrusions into our data, particularly given recent
advances in technical capabilities, and increased financial and political motivations to carry out cyber-attacks on
physical systems, gain unauthorized access to information, and make information unavailable for use through, for
example, ransomware or denial-of-service attacks, and otherwise exploit new and existing vulnerabilities in our
infrastructure. The risk of a data security incident or disruption, particularly through cyber-attack or cyber intrusion,
including by computer hackers, foreign governments and cyber terrorists, has increased as the number, intensity and
sophistication of attempted attacks and intrusions from around the world have increased. Furthermore, in response to
these threats there has been heightened legislative and regulatory focus on attacks on critical infrastructures, including
those in the transportation sector, and on data security in Panama, the United States and other parts of the world,
including requirements for varying levels of data subject notification in the event of a data security incident.

Any such loss, disclosure or misappropriation of, or access to, customers�, employees� or business partners� information
or other breach of our information security could result in legal claims or legal proceedings, including regulatory
investigations and actions, may have a negative impact on our reputation and may materially adversely affect our
business, operating results and financial condition. Furthermore, the loss, disclosure or misappropriation of our
business information may materially adversely affect our business, operating results and financial condition.

Our liquidity could be adversely impacted in the event one or more of our credit card processors were to impose
material reserve requirements for payments due to us from credit card transactions.

We currently have agreements with organizations that process credit card transactions arising from purchases of air
travel tickets by our customers. Credit card processors have financial risk associated with tickets purchased for travel
that can occur several weeks after the purchase. Our credit card processing agreements provide for reserves to be
deposited with the processor in certain circumstances. We do not currently have reserves posted for our credit card
processors. If circumstances were to occur requiring us to deposit reserves, the negative impact on our liquidity could
be significant, which could materially adversely affect our business.

Our quarterly results could fluctuate substantially, and the trading price of our Class A shares may be affected by
such variations.

The airline industry is by nature cyclical and seasonal, and our operating results may vary from quarter to quarter. In
general, demand for air travel is higher in the third and fourth quarters, particularly in international markets, because
of the increase in vacation travel during these periods relative to the remainder of the year. We tend to experience the
highest levels of traffic and revenue in July and August, with a smaller peak in traffic in December and January. We
generally experience our lowest levels of passenger traffic in April and May. Given our high proportion of fixed costs,
seasonality can affect our profitability from quarter to quarter. Demand for air travel is also affected by factors such as
economic conditions, war or the threat of war, fare levels and weather conditions.

Due to the factors described above and others described in this annual report, quarter-to-quarter comparisons of our
operating results may not be good indicators of our future performance. In addition, it is possible that in any quarter
our operating results could be below the expectations of investors and any published reports or analyses regarding our
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Company. In that event, the price of our Class A shares could decline, perhaps substantially.

Our reputation and financial results could be harmed in the event of an accident or incident involving our aircraft.

An accident or incident involving one of our aircraft could involve significant claims by injured passengers and
others, as well as significant costs related to the repair or replacement of a damaged aircraft and its temporary or
permanent loss from service. We are required by our creditors and the lessors of our aircraft under our operating lease
agreements to carry liability insurance, but the amount of such liability insurance coverage may not be adequate and
we may be forced to bear substantial losses in the event of an accident. Our insurance premiums may also increase, or
we may lose our eligibility for insurance, due to an accident or incident affecting one of our aircraft. Substantial
claims resulting from an accident in excess of our related insurance coverage or increased premiums would harm our
business and financial results.

10
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Moreover, any aircraft accident or incident, even if fully insured, could cause the public to perceive us as less safe or
reliable than other airlines, which could harm our business and results of operations. The Copa brand name and our
corporate reputation are important and valuable assets. Adverse publicity (whether or not justified) could tarnish our
reputation and reduce the value of our brand. Adverse perceptions of the types of aircraft that we operate arising from
safety concerns or other problems, whether real or perceived, or in the event of an accident involving those types of
aircraft, could significantly harm our business as the public may avoid flying on our aircraft.

Fluctuations in foreign exchange rates could negatively affect our net income.

In 2017, approximately 59.8% of our expenses and 43.7% of our revenues were denominated in U.S. dollars,
respectively (2016: 67.2% and 46.8%, respectively). A significant part of our revenue is denominated in foreign
currencies, including the Brazilian real, Colombian peso and Argentinian peso, which represented 16.5%, 11.4% and
7.8%, respectively (2016: 10.1%, 11.8% and 6.8% respectively). If any of these currencies decline in value against the
U.S. dollar, our revenues, expressed in U.S. dollars, and our operating margin would be adversely affected. We may
not be able to adjust our fares denominated in other currencies to offset any increases in U.S. dollar-denominated
expenses, increases in interest expense or exchange losses on fixed obligations or indebtedness denominated in
foreign currency.

We are also exposed to exchange rate losses, as well as gains, due to the fluctuation in the value of local currencies the
U.S. dollar during the period of time between the times we are paid in local currencies and the time we are able to
repatriate the revenues in U.S. dollars. Typically this process takes between one and two weeks in most countries to
which we fly, excluding Venezuela [note 28.2 � Market risk�on our Financial Statements].

Our maintenance costs will increase as our fleet ages.

The average age of our fleet was approximately 8.0 years as of December 31, 2017. Historically, we have incurred
low levels of maintenance expenses relative to the size of our fleet because most of the parts on our aircraft are
covered under multi-year warranties. As our fleet ages and these warranties expire and the mileage on each aircraft
increases, our maintenance costs will increase, both on an absolute basis and as a percentage of our operating
expenses.

If we enter into a prolonged dispute with any of our employees, many of whom are represented by unions, or if we
are required to substantially increase the salaries or benefits of our employees, it may have an adverse impact on
our operations and financial condition.

Approximately 62.9% of our 9,045 employees are unionized. There are currently five unions covering our employees
based in Panama: the pilots� union; the flight attendants� union; the mechanics� union; the passenger service agents�
union; and an industry union, which represents ground personnel, messengers, drivers, passenger service agents,
counter agents and other non-executive administrative staff. Copa entered into collective bargaining agreements with
the pilot�s union in July 2017, the industry union in December 2017, the mechanics� union during the late first quarter
2018 and the flight attendants� union during the early third quarter of 2018. Collective bargaining agreements in
Panama typically have four-year terms. In addition to unions in Panama, there are four unions covering employees in
Colombia; in Brazil, all airline industry employees in the country are covered by the industry union agreements;
employees in Uruguay are covered by an industry union, and airport employees in Argentina are affiliated to an
industry union (UPADEP).

A strike, work interruption or stoppage or any prolonged dispute with our employees who are represented by any of
these unions could have an adverse impact on our operations. These risks are typically exacerbated during periods of
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renegotiation with the unions, which typically occurs every two to four years depending on the jurisdiction and the
union. For example, on November 23, 2017, our ground staff held a one-day work stoppage at the end of the
negotiation process between Copa and the Sindicato Nacional de Trabajadores de la Industria de la Aviación Civil
union or �SIELAS.� Our operations were not interrupted during such work stoppage. Any renegotiated collective
bargaining agreement could feature significant wage increases and a consequent increase in our operating expenses.
Any failure to reach an agreement during negotiations with unions may require us to enter into arbitration
proceedings, use financial and management resources, and potentially agree to terms that are less favorable to us than
our existing agreements. Employees who are not currently members of unions may also form new unions that may
seek further wage increases or benefits.
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Our business is labor-intensive. We expect salaries, wages, benefits and other employee expenses to increase on a
gross basis, and these costs could increase as a percentage of our overall costs. If we are unable to hire, train and retain
qualified pilots and other employees at a reasonable cost, our business could be harmed and we may be unable to
complete our expansion plans.

Our revenues depend on our relationship with travel agents and tour operators and we must manage the costs,
rights and functionality of these third-party distribution channels effectively.

In 2017, approximately 67.3% of our revenues were derived from tickets sold through third-party distribution
channels, including those provided by conventional travel agents, online travel agents, or �OTAs,� or tour operators. We
cannot assure that we will be able to maintain favorable relationships with these ticket sellers. Our revenues could be
adversely impacted if travel agents or tour operators elect to favor other airlines or to disfavor us. Our relationship
with travel agents and tour operators may be affected by:

� the size of commissions offered by other airlines;

� changes in our arrangements with other distributors of airline tickets; and

� the introduction and growth of new methods of selling tickets.
These third-party distribution channels, along with global distribution systems, or �GDSs,� that travel agents, �OTAs� and
tour operators use to obtain airline travel information and issue airline tickets, are more expensive than those we
operate ourselves, such as our website. Certain of these distribution channels also effectively restrict the manner in
which we distribute our products generally. To remain competitive, we will need to successfully manage our
distribution costs and rights, increase our distribution flexibility and improve the functionality of third-party
distribution channels, while maintaining an industry-competitive cost structure. These initiatives may affect our
relationships with our third-party distribution channels. Any inability to manage our third-party distribution costs,
rights and functionality at a competitive level or any material diminishment or disruption in the distribution of our
tickets could have a material adverse effect on our business, results of operations and financial condition.

We rely on third parties to provide our customers and us with services that are integral to our business.

We have several agreements with third-party contractors to provide certain services primarily outside of Panama.
Maintenance services include aircraft heavy checks, engine maintenance, overhaul, component repairs and line
maintenance activities. In addition to call center services, third-party contractors also provide us with �below the wing�
aircraft services. At airports other than Tocumen International Airport, most of our aircraft services are performed by
third-party contractors. Substantially all of our agreements with third-party contractors are subject to termination on
short notice. The loss or expiration of these agreements or our inability to renew these agreements or to negotiate new
agreements with other providers at comparable rates could negatively impact our business and results of operations.
Further, our reliance on third parties to provide reliable equipment or essential services on our behalf could lead us to
have less control over the costs, efficiency, timeliness and quality of our service. A contractor�s negligence could
compromise our aircraft or endanger passengers and crew. This could also have a material adverse effect on our
business. We expect to be dependent on such agreements for the foreseeable future and if we enter any new market,
we will need to have similar agreements in place.
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We depend on a limited number of suppliers.

We are subject to the risks of having a limited number of suppliers for our aircraft and engines. One of the elements of
our business strategy is to save costs by operating a simplified fleet. Copa currently operates the Boeing 737-700/800
Next Generation aircraft powered by CFM 56-7B engines from CFM International and the Embraer 190, powered by
CF 34-10 engines from General Electric. We currently intend to continue to rely exclusively on these aircraft.
However, starting in August 2018 we will begin receiving the 737 MAX, which is an advanced version of the existing
737-Next Generation. This aircraft will be equipped with a Leap 1B engine, also manufactured by CFM International.
If any of Boeing, Embraer, CFM International or General Electric are unable to perform their contractual obligations,
or if we are unable to acquire or lease new aircraft or engines from aircraft or engine manufacturers or lessors on
acceptable terms, we would have to find another supplier for a similar type of aircraft or engine.

If we have to lease or purchase aircraft from another supplier, we could lose the benefits we derive from our current
fleet composition. We cannot ensure that any replacement aircraft would have the same operating advantages as the
Boeing 737-700/800 Next Generation or Embraer 190 aircraft that would be replaced or that Copa could lease or
purchase engines that would be as reliable and efficient as the CFM 56-7B and GE CF34-10. We may also incur
substantial transition costs, including costs associated with acquiring spare parts for different aircraft models,
retraining our employees, replacing our manuals and adapting our facilities. Our operations could also be harmed by
the failure or inability of Boeing, Embraer, CFM International or General Electric to provide sufficient parts or related
support services on a timely basis.
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Our business would be impacted if a design defect or mechanical problem with any of the types of aircraft or
components that we operate were discovered that would ground any of our aircraft while the defect or problem was
being addressed, assuming it could be corrected at all. The use of our aircraft could be suspended or restricted by
regulatory authorities in the event of any actual or perceived mechanical or design issues. Our business would also be
negatively impacted if the public began to avoid flying with us due to an adverse perception of the types of aircraft
that we operate stemming from safety concerns or other problems, whether real or perceived, or in the event of an
accident involving those types of aircraft or components.

We also depend on a limited number of suppliers with respect to supplies obtained locally, such as our fuel. These
local suppliers may not be able to maintain the pace of our growth and our requirements may exceed their capabilities,
which may adversely affect our ability to execute our day-to-day operations and our growth strategy.

Our business financial condition and results of operations could be materially affected by the loss of key personnel.

Our success depends to a significant extent on the ability of our senior management team and key personnel to operate
and manage our business effectively. Most of our employment agreements with key personnel do not contain any
non-competition provisions applicable upon termination. Competition for highly qualified personnel is intense. If we
lose any executive officer, senior manager or other key employee and are not able to obtain an adequate replacement,
or if we are unable to attract and retain new qualified personnel, our business, financial condition and results of
operations could be materially adversely affected.

Risks Relating to the Airline Industry

The airline industry is highly competitive.

We face intense competition throughout our route network. Overall airline industry profit margins are low and
industry earnings are volatile. Airlines compete in the areas of pricing, scheduling (frequency and flight times),
on-time performance, frequent flyer programs and other services. Some of our competitors have larger customer bases
and greater brand recognition in the markets we serve outside Panama, and some of our competitors have significantly
greater financial and marketing resources than we have. Airlines based in other countries may also receive subsidies,
tax incentives or other state aid from their respective governments, which are not provided by the Panamanian
government. Changes in our interactions with our passengers or our product offerings could negatively impact our
business. For example, prior to 2015, we had participated in UAL�s loyalty program, MileagePlus, but in July 2015, we
launched our own ConnectMiles frequent flyer program. Although, ConnectMiles is allowing us to build a more direct
relationship with our customers, it may not be as successful as UAL�s MileagePlus program in building, and
maintaining, brand loyalty. In addition, the commencement of, or increase in, service on the routes we serve by
existing or new carriers could negatively impact our operating results. Likewise, competitors� service on routes that we
are targeting for expansion may make those expansion plans less attractive.

We compete with a number of other airlines that currently serve some of the routes on which we operate, including
Avianca, American Airlines, Delta Air Lines, Aeromexico, and LATAM Group among others. Strategic alliances,
bankruptcy restructurings and industry consolidations characterize the airline industry and tend to intensify
competition. Several air carriers have merged and/or reorganized in recent years, including certain of our competitors,
such as LAN-TAM, Avianca-Taca, American-US Airways and Delta-Northwest, and have benefited from lower
operating costs and fare discounting in order to maintain cash flows and to enhance continued customer loyalty.

Traditional hub-and-spoke carriers in the United States and Europe continue to face substantial and increasing
competitive pressure from LCCs offering discounted fares. The LCCs� operations are typically characterized by
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point-to-point route networks focusing on the highest demand city pairs, high aircraft utilization, single class service
and fewer in-flight amenities. As evidenced by Grupo Viva, which is growing in domestic and international markets in
Latin America; Spirit, which serves Latin America, including Panama, from Fort Lauderdale; Volaris that operates
within Central America region, Mexico and the United States; JetBlue, which flies from Orlando to Latin America;
Azul, which flies from Brazil to several South American countries and a number of other LCCs that operate within the
Latin American region. The LCC business model appears to be gaining acceptance in the Latin American aviation
industry. As a result, we may face new and substantial competition from LCCs in the future, which could result in
significant and lasting downward pressure on the fares we charge for flights on our routes. In December 2016, Copa�s
subsidiary in Colombia, AeroRepública, launched Wingo, a low-cost business model to serve domestic destinations
and some point-to-point international leisure markets, to improve Copa�s position
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within Colombia, and better compete with low unbundled prices from LCCs. Although we intend to compete
vigorously and maintain our strong competitive position in the industry, Avianca and LAN Colombia (LATAM)
represent a significant portion of the domestic market in Colombia and have access to greater resources as a result of
their recent combinations. Therefore, Copa faces stronger competition now than in recent years, and its prior results
may not be indicative of its future performance.

We must constantly react to changes in prices and services offered by our competitors to remain competitive. The
airline industry is highly susceptible to price discounting, particularly because airlines incur very low marginal costs
for providing service to passengers occupying otherwise unsold seats. Carriers use discount fares to stimulate traffic
during periods of lower demand to generate cash flow and to increase market share. Any lower fares offered by one
airline are often matched by competing airlines, which often results in lower industry yields with little or no increase
in traffic levels. Price competition among airlines in the future could lead to lower fares or passenger traffic on some
or all of our routes, which could negatively impact our profitability. We cannot be certain that any of our competitors
will not undercut our fares in the future or increase capacity on routes in an effort to increase their respective market
share. Although we intend to compete vigorously and to assert our rights against any predatory conduct, such activity
by other airlines could reduce the level of fares or passenger traffic on our routes to the point where profitable levels
of operations cannot be maintained. Due to our smaller size and financial resources compared to several of our
competitors, we may be less able to withstand aggressive marketing tactics or fare wars engaged in by our competitors
should such events occur.

Significant changes or extended periods of high fuel costs or fuel supply disruptions could materially affect our
operating results.

Fuel costs constitute a significant portion of our total operating expenses, representing approximately 27.3% of
operating expenses in 2017, 27.1% in 2016 and 30.2% in 2015. Jet fuel costs have been subject to wide fluctuations as
a result of increases in demand, sudden disruptions in and other concerns about global supply, as well as market
speculation. Fuel prices reached record levels during the middle of 2008, decreased substantially in 2009, and have
fluctuated up and down since 2009. Both the cost and availability of fuel are subject to many economic, political,
weather, environmental and other factors and events occurring throughout the world that we can neither control nor
accurately predict, including international political and economic circumstances such as the political instability in
major oil-exporting countries in Latin America, Africa and Asia. Any future fuel supply shortage (for example, as a
result of production curtailments by the Organization of the Petroleum Exporting Countries, or �OPEC,� a disruption of
oil imports, supply disruptions resulting from severe weather or natural disasters, the continued unrest in the Middle
East or otherwise could result in higher fuel prices or further reductions in scheduled airline services). We cannot
ensure that we would be able to offset any increases in the price of fuel by increasing our fares.

We may experience difficulty recruiting, training and retaining pilots and other employees.

The airline industry is a labor-intensive business. We employ a large number of flight attendants, maintenance
technicians and other operating and administrative personnel. The airline industry has, from time to time, experienced
a shortage of qualified personnel. Recently, we have experienced significant turnover due to shifting economic
environments worldwide that have led competitors to offer incentives to attract skilled pilots. As is common with most
of our competitors, considerable turnover of employees may occur and may not always be predictable. When we
experience higher turnover, our training costs may be higher due to the significant amount of time required to train
each new employee and, in particular, each new pilot. If our pilots terminate their contracts earlier than anticipated, we
may be unable to successfully recoup the costs spent to train those pilots. We cannot be certain that we will be able to
recruit, train and retain the qualified employees that we need to continue our current operations to replace departing
employees. A failure to hire, train and retain qualified employees at a reasonable cost could materially adversely affect
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our business, financial condition and results of operations.

Under Panamanian law, there is a limit on the maximum number of non-Panamanian employees that we may employ.
Our need for qualified pilots has at times exceeded the domestic supply and as such, we have had to hire a substantial
number of non-Panamanian national pilots. However, we cannot ensure that we will continue to attract Panamanian
and foreign pilots. The inability to attract and retain pilots may adversely affect our growth strategy by limiting our
ability to add new routes or increase the frequency of existing routes.

Because the airline industry is characterized by high fixed costs and relatively elastic revenues, airlines cannot
quickly reduce their costs to respond to shortfalls in expected revenue.

The airline industry is characterized by low gross profit margins, high fixed costs and revenues that generally exhibit
substantially greater elasticity than costs. The operating costs of each flight do not vary significantly with the number
of passengers flown and, therefore, a relatively small change in the number of passengers, fare pricing or traffic mix
could have a significant effect on operating and financial results. These fixed costs cannot be adjusted quickly to
respond to changes in revenues, and a shortfall from expected revenue levels could have a material adverse effect on
our net income.
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Our business may be adversely affected by downturns in the airline industry caused by terrorist attacks, political
unrest, war or outbreak of disease, which may alter travel behavior or increase costs.

Demand for air transportation may be adversely affected by terrorist attacks, war or political and social instability, an
outbreak of a disease or similar public health threat, natural disasters, cyber security threats and other events. Any of
these events could cause governmental authorities to impose travel restrictions or otherwise cause a reduction in travel
demand or changes in travel behavior in the markets in which we operate. Any of these events in our markets could
have a material impact on our business, financial condition and results of operations. Furthermore, these types of
situations could have a prolonged effect on air transportation demand and on certain cost items, such as security and
insurance costs.

The terrorist attacks in the United States on September 11, 2001, for example, had a severe and lasting adverse impact
on the airline industry, in particular, a decrease in airline traffic in the United States and, to a lesser extent, in Latin
America. Our revenues depend on the number of passengers traveling on our flights. Therefore, any future terrorist
attacks or threat of attacks, whether or not involving commercial aircraft, any increase in hostilities relating to
reprisals against terrorist organizations, including an escalation of military involvement in the Middle East, or
otherwise, and any related economic impact could result in decreased passenger traffic and materially and negatively
affect our business, financial condition and results of operations.

Increases in insurance costs and/or significant reductions in coverage would harm our business, financial
condition and results of operations.

Following the 2001 terrorist attacks, premiums for insurance against aircraft damage and liability to third parties
increased substantially, and insurers could reduce their coverage or increase their premiums even further in the event
of additional terrorist attacks, hijackings, airline crashes or other events adversely affecting the airline industry abroad
or in Latin America. In the future, certain aviation insurance could become unaffordable, unavailable, or available
only for reduced amounts of coverage that are insufficient to comply with the levels of insurance coverage required by
aircraft lenders and lessors or applicable government regulations. While governments in other countries have agreed to
indemnify airlines for liabilities that they might incur from terrorist attacks or provide low-cost insurance for terrorism
risks, the Panamanian government has not indicated an intention to provide similar benefits to us. Increases in the cost
of insurance may result in higher fares, which could result in a decreased demand and materially and negatively affect
our business, financial condition and results of operations.

Failure to comply with applicable environmental regulations could adversely affect our business.

Our operations are covered by various local, national and international environmental regulations. These regulations
cover, among other things, emissions to the atmosphere, disposal of solid waste and aqueous effluents, aircraft noise
and other activities that result from the operation of aircraft. Future operations and financial results may vary as a
result of such regulations. Compliance with these regulations and new or existing regulations that may be applicable
to us in the future could increase our cost base and adversely affect our operations and financial results.

Risks Relating to Panama and our Region

We are highly dependent on conditions in Panama and, to a lesser extent, in Colombia.

A substantial portion of our assets is located in the Republic of Panama and a significant proportion of our passengers�
trips either originates or ends in Panama. Furthermore, substantially all of Copa�s flights operate through our hub at
Tocumen International Airport. As a result, we depend on economic and political conditions prevailing from time to
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time in Panama. Panama�s economic conditions in turn highly depend on the continued profitability and economic
impact of the Panama Canal. Control of the Panama Canal and many other assets were transferred from the United
States to Panama in 1999 after nearly a century of U.S. control. Political events in Panama may significantly affect our
operations.

Copa Colombia�s results of operations are highly sensitive to macroeconomic and political conditions prevailing in
Colombia. Although the state of affairs in Colombia has been steadily improving since 2002, the Colombian
economy�s growth slowed during 2015. Any political unrest and instability in Colombia could adversely affect Copa
Colombia�s financial condition and results of operations.
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According to International Monetary Fund estimates, during 2018 the Panamanian and Colombian economies are
expected to grow by 6.1% and 3.8%, respectively, as measured by their GDP at constant prices. However, if either
economy experiences a sustained recession, or significant political disruptions, our business, financial condition or
results of operations could be materially and negatively affected.

Any increase in the taxes we or our shareholders pay in Panama or the other countries where we do business could
adversely affect our financial performance and results of operations.

We cannot ensure that our current tax rates will not increase. Our income tax expenses were $49.3 million,
$38.3 million and $32.8 million in the years ended December 31, 2017, 2016 and 2015, respectively, which
represented an effective income tax rate of 11.8%, 10.5% and -15.8%, respectively. We are subject to local tax
regulations in each of the jurisdictions where we operate, the great majority of which are related to the taxation of
income. In some of the countries to which we fly, we do are not subject to pay income taxes, either because those
countries do not have income tax or because of treaties or other arrangements those countries have with Panama. In
the remaining countries, we pay income tax at rates ranging from 22% to 34% of income.

Different countries calculate income in different ways, but they are typically derived from sales in the applicable
country multiplied by our net margin or by a presumed net margin set by the relevant tax legislation. The
determination of our taxable income in certain countries is based on a combination of revenues sourced to each
particular country and the allocation of expenses of our operations to that particular country. The methodology for
multinational transportation company sourcing of revenues and expenses is not always specifically prescribed in the
relevant tax regulations, and therefore is subject to interpretation by both us and the respective taxing authorities.
Additionally, in some countries, the applicability of certain regulations governing non-income taxes and the
determination of our filing status are also subject to interpretation. We cannot estimate the amount, if any, of potential
tax liabilities that might result if the allocations, interpretations and filing positions used by us in our tax returns were
challenged by the taxing authorities of one or more countries. If taxes were to increase, our financial performance and
results of operations could be materially and adversely affected. Due to the competitive revenue environment, many
increases in fees and taxes have been absorbed by the airline industry rather than being passed on to the passenger. If
we were to pass any of these increases in fees and taxes onto passengers, we may no longer compete effectively as
those increases may result in reduced customer demand for air travel with us and we may no longer compete
effectively, thereby reducing our revenues. If we were to absorb any increases in fees and taxes, the additional costs
could have a material adverse effect on our results of operations.

The Panamanian tax code for the airline industry states that tax is based on net income earned for traffic with an origin
or final destination in the Republic of Panama. The applicable tax rate is currently 25%. Dividends from our
Panamanian subsidiaries, including Copa, are separately subject to a 10% percent withholding tax on the portion
attributable to Panamanian-sourced income and a 5% withholding tax on the portion attributable to foreign-sourced
income. Additionally, a 7% value added tax is levied on tickets issued in Panama for travel commencing in Panama
and going abroad, irrespective of where such tickets were ordered. If such taxes were to increase, our financial
performance and results of operations could be materially and adversely affected.

Political unrest and instability in Latin American countries in which we operate may adversely affect our business
and the market price of our Class A shares.

While geographic diversity helps reduce our exposure to risks in any one country, we operate primarily within Latin
America and are thus subject to a full range of risks associated with our operations in these regions. These risks may
include unstable political or economic conditions, lack of well-established or reliable legal systems, exchange controls
and other limits on our ability to repatriate earnings and changeable legal and regulatory requirements. In Venezuela
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and Argentina, for example, we and other airlines and foreign companies may only repatriate cash through specific
governmental programs, which may effectively preclude us from repatriating cash for periods of time. In addition,
Venezuela has experienced difficult political conditions and declines in the rate of economic growth in recent periods
as well as governmental actions that have adversely impacted businesses that operate there. For the year ended
December 31, 2017, sales in local currency in Venezuela and Argentina represented 0.1% and 9.4% of our total sales,
respectively. Inflation, any decline in GDP or other future economic, social and political developments in Latin
America may adversely affect our financial condition or results of operations.

Although conditions throughout Latin America vary from country to country, our customers� reactions to
developments in Latin America generally may result in a reduction in passenger traffic, which could materially and
negatively affect our financial condition, results of operations and the market price of our Class A shares.
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Risks Relating to Our Class A Shares

The value of our Class A shares may be adversely affected by ownership restrictions on our capital stock and the
power of our Board of Directors to take remedial actions to preserve our operating license and international route
rights by requiring sales of certain outstanding shares or issuing new stock.

Pursuant to the Panamanian Aviation Act, as amended and interpreted to date, and certain of the bilateral treaties
affording us the right to fly to other countries, we are required to be �substantially owned� and �effectively controlled� by
Panamanian nationals. Our failure to comply with such requirements could result in the loss of our Panamanian
operating license and/or our right to fly to certain important countries. Our Articles of Incorporation (Pacto Social)
give special powers to our independent directors to take certain significant actions to attempt to ensure that the amount
of shares held in us by non-Panamanian nationals does not reach a level that could jeopardize our compliance with
Panamanian and bilateral ownership and control requirements. If our independent directors determine it is reasonably
likely that we will be in violation of these ownership and control requirements and our Class B shares rep
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